


To engineer the perfect seat 
for our Super Executive “J’’ Class 
we took longer than you'd think. 














You might think that with so 
many airlines seeking to impress # 
the business traveller, JAL 
would rush to be among the 
first. Not so. In planning our 
Super Executive “J” Class, we 
wanted to provide a totally new 
standard of comfort. So we 
assembled a team of experts to 
re-design a whole section of our 
B747 aircraft. And that takes 
time. 

New seats,new seating plan. 
We worked at every detail 
of our ergonomic armchair. 
We eliminated 33 normal seats. 
Providing space for an eight- 
abreast seating plan that puts 
each seat on the aisle or one position 

away. The new seats are 10cm wider 

too, with a footrest and a storage 

compartment for valuables. 

A special class of service. 

Our new cabin design is at the heart of a distinct 

new class of service. With a special “J” Class iw 
boarding pass and a separate check-in at many airports. 
And the “J” Class fare? Just a little more than 

normal economy. 
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NOW FLY JAL 


KP 2962 


Serving you is our way. 


You can make your reservations now. From February, this service is 
on our B747's flying Sydney-Tokyo/ Tokyo-San Francisco/Tokyo-Los 
Angeles. And from April: on all JAL 747 flights. 





YAPAN AIR LINES 


1 
{ 


| 
| 


m — —— óá и" 


FAR EASTERN I ECONOMIC 


Editor: Derek Davies 
Deputy Editor: Philip Bowring 
Regional Editor: David Jenkins: 


Richard Breeze (Deputy); 
V. б. Kulkarni, Patrick Smith, Ashley Wright (Assistants) 


Business Editor: Anthony Rowley, 
Paul Sillitoe (Deputy): 
Cheah Cheng Hye, Christopher Wood (Assistants) 


News Editor: Mike MacLachlan 


Editorial Manager: Michae! Westlake 


Chief Correspondent: Rodney Tasker 
ist Writers: 


Salamat Ali (South and West Asia); 
Nayan Chanda (Diplomatic); 
Robert Delfs (China Economy); 
Gene Gregory (Technology): 
Mary Lee (Hongkong): 
Teresa Ma (China Trade) 
Focus Editor: Donald Wise 


Art Director: Morgan Chua; 
Frank Tam (Assistant) 


Production Editor: Hiro Punwani; 
Edgar Chiu (Associate) 


BUREAUX 


: John McBeth, 
Раа! Sricharatchanya (tel. 251 1139) 
Jakarta: Susumu Awanohara, 
Manggi Habir (333638) 
Kuala r: K. Das, Jeffrey Segal (208972) 
la: Sheilah Ocampo-Kalfors, 
Guy Sacerdoti (572081) 

Peking: David Bonavia (668541 ext 533) 
Seoul: Shim Jae Hoon, Thomas Chesser (723-3696) 
Singapore: (2203720) 

Taipei: Andrew Tanzer (751-7444) 
Tokyo: Mike Tharp, 

Hikaru Kerns (2708229) 
Washington: Richard Nations (783-5220) 


OTHER CORRESPONDENTS AND CONTRIBUTORS 


Jayanta Sarkar 
Anne Summers 
Manik де Silva 
S Kamaiuddin 


LLL — —. Malcolm Subhan (Brussels) 
Daniel Nelson (London), Therese Obrecht (Geneva) 








Colin James, Klaus Sorensen 


Publisher: Charles H. Stolbach 
General Sales Manager: Elaine Goodwin 


Circulation Manager: Stanton Leung; 
Billy Woo (Assistant) 
Adv. Production Manager: Stanley Ng 


Published , every Friday, since 1946. All Rights 
ec gum ar e 
1983. ABC Member of the Audit Bureau of Circulations, London 


ecc een Point, 181- 6 Gloucester Road, 
РО Box 160, Cable: ‘Review - 
; 5-724217 ( 
‘Revewads Hongkong.” 


Telex: 62497 REVAD HX. 
ing and Circulation) 


U.K.: Registered as a newspaper at the General Post Office 
USA: he ar Eastem Economic Review (USPS 914-880) sp 


lished week for US$72.00 Fi ayn 
Economie Review леа US. Maing Agent Datamovers, 


38W. 36th St, New York, N.Y. 10018. easel 
New York, N.Y., and additional mailing offices. POS ER 
send address changes to Datamovers, Inc., 38 W. 36th St., New 
York, N.Y. 10018. 





FAR EASTERN ECONOMIC REVIFW e APRII 7 1883 








Every guest will have a 
spectacular view of The River of Kings 
at the new Royal Orchid. 


It's the river that carried the Kings 
of Thailand in their golden barges to 
and from the old capital of Ayuthaya. 
Nowadays streams of heavily laden 
rice barges ply down-river from the 
Central Provinces. Longtailed water 
buses scud past in showers of spray 
And in the evening it reflects one of 
the grandest sunsets in all of Asia 

And the room that overlooks this 
view will have every comfort and 
convenience a deluxe hotel can offer. 
A marble bathroom. a plentifully 
stocked bar, a selection of in-house 


video movies and something unique 
to the Royal Orchid, a specially 
designed business area that gives you 
room to work as well as relax 

The Royal Orchid will have ten 
restaurants and bars, including river 
terrace dining. catering to every taste 
from traditional English roasts to 
speciality Japanese cuisine. Leisure 
time can be enjoyed by the pool. 
trimming down in the ultra-modern 
health club or souvenir hunting in 
The Royal Orchid's extensive shopping 
arcade 


The Royal Orchid 


A member of Mandarin International Hotels Limited 


For reservations at The Royal Orchid, Bangkok please call: 
the nearest office of HRI, The Leading Hotels of the World, 
your travel agent, the hotel direct at 233-6120/9, telex 84491/2 ROYORCH ТН, 
or any other Mandarin International hotel 
In Association with Thai Airways International 
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creased worth and security. ' 
For substantial private investors living in Asia, Citibank's private bankers can provide help 

with U.S. real estate investment — just as we did for the client who acquired the building shown \ 

in this advertisement. ! 
We also offer a wide range of other private banking and investment services while fully 

understanding your need for confidentiality. 
As aclient of Citibank, you have access to real estate experts and financial counselors in 

Hong Kong, Singapore, San Francisco, Los Angeles, New York, London, Zurich, Geneva and 

other financial capitals around the world. 


If you would like our global perspective of U.S. real estate please take the next step and ! 
us, or write and ask for a personal visit. RU E 
ERIS | 





Indonesian Chinese entrepreneur Liem Sioe Liong (right) is 
emerging from the shadows as head of the group of six Liem In- 
vestors who are taking the Hongkong stockmarket by storm 


through their First Pacific group of companies. In recent months 

the соир has embarked оп а and series of major acquisi- 

tions including the Hibernia Bank in California and a Dutch trading 

company, Hagemeyer. This is only the tip of the Liems' corporate 

iceberg, as business editor Anthony Rowley and Jakarta corres- 

pondent manghi Habir reveal in an analysis of the Liem empire and 

the key role of Liem Sioe Liong’s youngest son and heir-apparent, 

Anthony Salim. The Liems are the first of Asean's Overseas 

Chinese entrepreneurs to acquire an international corporate iden- 
tity through which to attract international investment. The Review looks at the group's vast industrial in- 
vestments in Indonesia, its relations with President Suharto and its ambitions to create a multinational fi- 
nancial and trading conglomerate. Pages 44-52. Cover: Adam Chow 
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The departure of China's army faces a long march 

Datuk Lee San before it reaches modernisation. 
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It was ironic that 
our Cover picture 

REVIEW, Mar. 17] 
on the Australian 
Labor Party’s elec- 
tion Victory in Aus- 
tralia showed Prime 
Minister Bob Hawke 
in front of the Syd- 
ney. Opera House. 
Er That project was 
~ plagued by political bickering, constant 
-Changes of plans, and wrong calculations 

that ended up increasing its cost by about 
1,000% . The final structure was quite dif- 
ferent from the original, idealistic design 
aS many compromises were made to make 

~ it acceptable to the public; I suspect your 
cover artist was more perceptive in link- 
ing these two as symbols of Australia than 

— was the majority of the Australian elec- 
` orate. 
Johor Ваги RON SANTEN 





























I was a little surprised that in voting in a 
Labor government Australians forgot the 
ast Labor administration of 1972-75, when 
еге was total disarray, divisions and, 





duration. 






1 ost of all, ad did | 
the rest of the body was doing and vice 


head did not know what 


versa. 

As an example of Labor at work, I 
quote an interview in the magazine Aus- 
tralian Business, published on March 10, 
with incoming Treasurer Paul Keating: 

О: Will you devalue? 

A: No. We'll try and maintain the 

most stable policy possible on ex- 

change rate. Our reserves are at 
$10,000 million, they’re the highest 

in national income terms in our 

post-war history. 

By the time that interview was pub- 
lished, Labor had already devalued, 
pleading a deficit of A$4.3 billion 
(US$3.72 billion). 
Singapore CHARLES STEPHAN 
Richard Hughes’ notes on some ambitions 
and achievements of the Australian Lib- 
eral-National Country Party coalition 
[REviEw, Маг. 10] made reference to a 
statement by former defence minister Ian 
Sinclair supporting Australian coopera- 
tion in “field trials in East Timor to com- 
bat malaria, a major Indonesian health 
problem.” 

It will be interesting to observe if the 





APPOINTMENTS 


Radio Nederland Wereldomroep 


Radio Nederland, the Dutch International Service, invites applications for the 
position of 


producer 


in its English language department. 


Duties include the production and presentation of radio programmes 
broadcast on shortwave and distributed via our Transcription Service for 
English-speaking listeners in Asia. 


Candidates should have a thorough knowledge of Asian affairs and 
developments. They should be well versed in production techniques, 
interviewing, scripting, editing of scripts and interviews, news reading and 
presentation, especially for broadcasts on shortwave. 


The appointment will be on the basis of a contract for a period of limited 
Please send written applications and curriculum vitae together with a recent photograph, a voice 


tape and a sample of recent production work to Radio Nederland Wereldomroep, Personnel 
Department, P.O. Box 222, 1200 JG Hilversum. 


fee 
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newly elected Labor government exhibits 
similar priorities in East Timor, or whe- 
therit might find something other than the 
humble mosquito to be the source of irri- 
tation in that area. 
Sydney 


An offer denied 


The Bank of China's offer to manufactur- 
ers of preferential loans with 40-50-year 
maturities [Traveller's Tales, REVIEW, 
Mar. 10] would have been a significant 
milestone in Hongkong's financial history 
had it been true. But a rebuttal by the 
bank the day after this offer was an- 
nounced took the wind out of many sails. 
I understand that it was the Hongkong 
Factory Owners Association which took 
the lead in announcing the deal in the form 
of two press releases, one of which set out 
details of the special loan terms down to 
the last decimal point and the other the 
reactions of the association. The bank's 
statement the following day, denying that 
it had ever intended repayment periods of 
up to 50 years, was issued through the 
newspaper 7a Kung Pao and published by 
a number of Hongkong dailies. 
Hongkong ELIZABETH CHENG 
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REGIONAL 
Ershad lifts a ban 
on political 
Bangladesh's chief martial- 
law administrator, Lieut-Gen. 
H. M. Ershad, announced the 
lifting of a ban on indoor politi- 
cal activity effective from April 
_ 1. The move, revealed in an ad- 
` dress to the nation on the eve of 
the 12th anniversary of 
Bangladesh's founding, was 
taken to allow the country’s 
political parties to hold formal 
meetings, discuss the present 
political situation and come to 
a decision on whether to accept 
Ershad's offer to open a 
dialogue with them. 
Former foreign minister and 
a member of the Awami 
League (Hasina group) Kamal 
Hossain told the REVIEW ear- 
lier that unless the ban was 
lifted, his party would not re- 
spond to Ershad's dialogue 
offer, made in mid-February 
; following riots in Dhaka in- 
volving student activists and 
politicians. The dialogue, ten- 
tatively planned for April, 
would focus on the drafting of a 
new constitution. 
— S. KAMALUDDIN 


Chinese farmers sabotage 
family planners' plots 
Peasants in Sichuan who resent 
population-control measures 
have vented their anger by 
sabotaging the private plots of 
family-planning workers. Pro- 
vincial radio broadcasts said 
that an investigation of sabot- 
aged fields is under way in 
Rongxian, south of Chengdu. 
Those whose fields were sabot- 
aged would be compensated in 
order to “protect the en- 
thusiasm of family-planning 
ork personnel," one radio re- 
port said. — ROBERT DELFS 
а new 


opos 

| party 

The split among Malaysia's Is- 
lamic politicians widened with 
the formation of a second 
major religious party, Hisbul 
Muslimin, or the Muslim Front 
Party, by former cabinet minis- 
er Datuk Asri Muda. Asri was 
president of Party Islam (PI) 
or 11 years until his resigna- 
ion last October following 
ressure from radical ele- 
ents. 

He heads a 15-member com- 
ittee which includes three 
Ps elected under the PI ban- 
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ner. A fourth PI MP has also 
switched allegiance to the Asri 
group, leaving just one “offi- 
cial” PI representative in the 
lower house. 

Asri announced the forma- 
tion of Hisbul Muslimin on 
March 24 іп front of some 1,000 
supporters in Kota Baru, the 
capital of Kelantan state, a 
traditional PI stronghold. The 
new party is expected to be of- 
ficially registered by late April. 
PI is holding its first post-Asri 
general assembly from April 29 
to May 1 in Kuala Lumpur. 

—JEFFREY SEGAL 
Hanoi gives Cheysson 
a red-carpet reception 
The top corner of the front 
page of the Vietnamese party 
daily Nhan Dan, reserved for 
pictures of important dig- 
nitaries being received by party 
and government leaders, was 
filled on March 29 with a photo 
of French Foreign Minister 
Claude Cheysson being re- 
ceived by Premier Pham 
Van Dong. In view of Viet- 
nam's international isolation 





Cheysson: in the picture. 


following its December 1978 
invasion of Cambodia, Cheys- 
son's visit is considered an im- 
portant breakthrough for 
Hanoi. 

Hanoi, in an unusual move, 
organised a joint press confer- 
ence with Cheysson and Viet- 
namese Foreign Minister 
Nguyen Co Thach. Cheysson 
expressed hope at the confer- 
ence that “events will make the 
departure of foreign troops 
[from Cambodia] possible." 
Although this idea is not new, 
Cheysson became the first 
senior Western official to say in 
Hanoi that he did not wish the 
departure of the Vietnamese to 
"result in a repetition of the 
horrors, unprecedented in his- 
tory, which were known in the 
days of Pol Pot." 

—NAYAN CHANDA 
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Indonesia devalues 
the rupiah by 27.5% 
Indonesia announced оп 


March 30 a 27.5% devaluation 
of the rupiah against the US 
dollar, to a middle rate of Rps 
970 to US$1 from the central 
bank's previous middle rate of 
702.5. The devaluation, the 
second in four years, was an- 
nounced by Coordinating 
Minister for Economic Affairs 
Ali Wardhana after a cabinet 
meeting. 

He said that in the wake of 
the devaluation the rupiah will 
be allowed to float again, but 
he did not indicate whether this 
would be a free or managed 
float. | —A CORRESPONDENT 


A top-level reshuffle 

at Jardine Matheson 

A reshuffle at the top of Hong- 
kong’s Jardine Matheson was 
announced on March 30. 
David Newbigging is to relin- 
quish the title of senior manag- 
ing director following the June 
annual meeting, and Simon 
Keswick will “concurrently” 
become chief executive officer. 
Newbigging will remain as 
chairman. 

Jardine reported net profits 
before ` extraordinaries . of 
HK$708 million (US$105.7 
million) for 1982 (HK$723 mil- 
lion in 1981). In addition a 
HK$388 million loss was made 
on exchange-translation differ- 
ences and extraordinary items. 
Twin company Hongkong 
Land reported a net loss after 
extraordinaries of HK$514 mil- 
lion compared with the 
HK$2.16 billion profit which 
was achieved in 1981. Group 
profit after tax and minorities 
was HK$1.04 billion (HK$1.43 
billion previously). 

An extraordinary profit of 
HK$348 million was set against 
provisions for possible termi- 
nation of development projects 
and against interest in asso- 
ciates of HK$1.9 billion. 

— CHRISTOPHER WOOD 


Hongkong rail sites’ 

grant delayed 

The Hongkong Government 
has decided to delay granting 
six sites above the under- 
ground-railway extension, the 
Island Line, to the developers 
— the, Mass Transit Railway 
Corp. (MTRC) and its partner, 
a consortium led by Hang Lung. 


Development. Earlier this 


year, the developers rejected 
the grant of a huge site, Ad- - 


miralty II, thereby being 
spared payment of HK$1.8 bil- 
lion (US$268.6 million). 
Announcing the new delay 
— said to be prompted by the 
developers’ inability to meet 
more than HK$4 billion in pre- 
miums — the government 
romised that *the MTRC 
will] not receive the advantage 
of unrealistically low pre- 
miums." The 1980 decision to 
build the Island Line had been 


based on the hope of financing. 


50% of construction costs from 


property-development profits. 
— MARY LEE 


The South Korean Govern- 
ment, overruling objections 
from big business, has decided 
that only 30% of the US$5 cut 
in the Opec crude-oil bench- 
mark price will be passed along 
to consumers. The reductions 
take effect this month. But the 
Korean Traders Association 
and Federation of Industry be- 
lieve that the competitiveness 
of South Korean exports will 
suffer as a result. 

The government hopes to 
use the rest of the US$5 cut in 
the Opec price to subsidise 
construction of hydroelectric 
dams, accumulate a fund to 
guard against future oil-price 
shocks, promote exports of 
machinery and electronic items 
and create jobs for construc- 
tion workers laid off from Mid- 
dle East projects. 

— SHIM JAE HOON 


Khoo Teck Puat pulls 

out of Grace Bros 
Malaysian investor Tan Sri 
Khoo Teck Puat has sold his 


major shareholding in Sydney- - 


based retailer Grace Bros 
Holdings. His 19.7% stake in 
the retailer was sold for A$3.60 
(US$3.11) a share, grossing 
A$43 million. The sharehold- 
ing was sold to Myer Em- 
rium, which recently 
offloaded its New South Wales 
operations to Grace Bros. 
Khoo was also negotiating with 
Larry Adler’s FAI Insurances 
for the disposal of the share- 
holding. Having failed to buy 
out the Khoo holding in Grace, 
FAI is now buying shares in 
Grace through the Australian 

stockmarket. 
— BRIAN ROBINS 
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Sanwa Bank is one of Japan's 
leading banks, with more than 
6.7 million clients, ranging from 
large corporations to small 
businesses and individuals. 
Internationally, Sanwa pro- 
vides a full range of in-depth 
banking services in key financial 
centers throughout the world. 
For a fast and far reaching 
response to your financial 
requirements, contact the bank 

s A that speaks your language. 
\ Contact Sanwa Bank. 


Big enough 
to see bevond profits 
to people 


Sanwa International Finance Limited 
1305-1308, Gloucester Tower, The Landmark, 11 Pedder Street, Hong Kong 
Tel.: 5-261351 Telex: 64836, 64837 SIFLX Cable: SANWAINTFN 


PM Sanwa Bank 


Tokyo, Osaka and 244 offices in Japan 


INTERNATIONAL BANKING GROUP: 1-1, Otemachi 1 Chome, Chiyoda-ku, Tokyo 100 Telex: 422384 Те! (03)216-3111 
Hong Kong Branch: Sanwa Buliding, 30/32 Connaught Road, Central, Hong Kong Tel.. 5-255081 Telex: 802-73423 




















Singapore Branch: 17th Floor, Clifford Centre, 24 Raffies Place ore 0104. Republic of Singapore Tel.: 92321 Telex: 87-21669 
OVERSEAS NETWORK: Beijing, Kowloon : Causeway Bay . Mc Seoul, Bangkok, Kuala Lumpur, Manila, Jakarta, Sydney 
London, Dusseldorf, Frankfurt, Brussels, Zurich, Madrid, Bahrain, New York, Chicago, Houston, Los Angeles, San Francisco 
Oak land, Sacramento, San Jose, Mountain View, San Diego, Honolulu, Toronto, Panama, Mexico, São Paulo, Buenos Aires 
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Pakistan has bought 40 A5 fighters 
from China at a bargain price. 
Analysts estimate that Islamabad is 

aying only half as much as it would 
or comparable aircraft from the 
West. While Pakistan has more 
sophisticated aircraft in its arsenal 
than the A5 — a Chinese version of 
the Soviet MiG19 — the jet is 
considered suitable as its low-flying 
capability enables it to escape radar 
detection. As the AS is likely to be 
in service in the Chinese air force for 
some years yet, Pakistan is also 
guaranteed supplies of spare parts 
and accessories. 


KHUN SA'S COME-UPPANCE? 


Several companies of Thai army 
Rangers have moved into Mae Hong 
Son province in what may signal 
another operation against remnants 
of opium warlord Khun Sa's 
battered Shan United Army (SUA). 
The deployment has been termed a 
routine exercise. However, local 
sources say the Rangers have heavy 
artillery support and their arrival 
coincides with a westward 
movement of SUA forces into an 


AFGHANISTAN 

Heavy fighting between rebels and Afghan 
and Soviet troops broke out in the opening of 
spring offensives, Western diplomatic sources 
in Islamabad said (Mar. 29). 


AUSTRALIA 

Aborigine senator Neville Bonner lost his 
seat in the upper house of parliament, accord- 
ing to final tallies in the general election (Mar. 


BRUNEI 

Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad arrived for an official 
visit (Mar. 28). 


CHINA 

A court in southern China jailed two 
people for spying for Taiwan, it was reported 
(Mar. 23). Chen Xitong was elected mayor of 
Peking at the Peking Muhicipal People's Con- 
gress, Xinhua newsagency said (Mar. 24). 
Guan Guangfu was appointed top official of 
Hubei province, the People's Daily said 
(Mar. 25). The Chinese Communist Party 
began a drive to purge or reform the party of 
dissident or corrupt members, the People's 
Daily said (Mar. 26). United States House of 
Representatives Speaker Thomas O'Neill ar- 
rived for an official visit (Mar. 27). 


HONGKONG 

More than 30 people were injured and 21 
were arrested when squatters clashed with 
police in Kuntong (Mar. 29). 
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area just across the border from Mae 
Hong Son, in rebel-held Burmese 
territory (REVIEW, Mar. 17). The 
Rangers have figured in several 
strikes against the SUA, including 
some in Burma under what may be 
a tacit understanding between 
Bangkok and Rangoon. 


GENERALS RETIRE ABROAD 


Twenty Philippine ambassadorial 
posts remain vacant despite 
appointment proposals from the 
Foreign Ministry. Reliable sources 
said the delay in filling the posts may 
be due to efforts by President 
Ferdinand Marcos to accommodate 
some 20 retired generals, all of 
whom expect to get ambassadorial 


INDIA 

Nearly 150 people were injured when strik- 
ing workers of the New Delhi Transport 
Corp. clashed with police, it was reported 
(Mar. 23). Sanjay Gandhi's widow Maneka 
announced the formation of a new political 
party, Rashtria Sanjay Manch (Mar. 26). A 
bomb exploded in the Assam capital of 
Gauhati, the Press Trust of India said (Mar. 


28). 


INDONESIA 

Muslim students demonstrated outside the 
Indian Embassy in Jakarta to protest against 
the massacres in Assam, it was reported 
(Mar. 24). 


JAPAN 

Vietnamese Vice-Foreign Minister Ha Van 
Lau held talks with his Japanese counterpart, 
Toshihiro Nakajima (Mar. 29). 


MALAYSIA 
Kelantan was declared a cholera-infected 
area, it was reported (Mar. 24). 


PACIFIC 
British journalist Christine Coombe was 
expelled from Vanuatu (Mar. 27). 


PHILIPPINES 

A Filipino priest, Fr Vicente Dangan, was 
charged with the murder of a mayor in the 
central Philippines, church officials said 
(Mar. 23). President Ferdinand Marcos swore 
in his son as governor of Ilocos Norte pro- 


appointments. Three generals were 
recently appointed as ambassadors. 
They are Fortunate Abat ren 
Ernesto Gidaya (Tel Aviv) and 
Francisco Joves (Kuwait). Two 
other generals also received 
ambassadorial posts in the early 
martial-law years. 


DIPLOMATIC LANGUAGE 
Despite official denials, five Soviet _ 
students are expected to join the 
Peking Languages Institute to study 
Chinese language and literature. 
Authorities at the institute have 
been told by the Chinese Education 
Ministry to be ready to receive the 
Soviet students in the coming 


months as Sino-Soviet ties are seton | 


a steady upward course. Three 
students from East Germany, the 
closest Soviet ally in Eastern 
Europe, enrolled at the institute in 
February. Diplomatic sources in 
Peking also expect a visit by a Soviet 
journalists' delegation sometime 
later in the year. Moscow has 
informally popes a tour of major 
Chinese cities by a Soviet theatre 
group at a time convenient to 

hina. 


vince (Mar. 24). Two West Germans were ar- 
rested for alleged involvement in subversive 
activities in the south, a senior military official _ 
said (Mar. 26). 


SOUTH KOREA 

Police arrested 15 students from three 
Seoul universities on charges of taking part in 
anti-government demonstrations, it was re- 
ported (Mar. 26). 


TAIWAN 

A Taiwan delegation was holding closed 
talks in Holland on whether to buy or take 
control of near-bankrupt Dutch shipbuilders 
Rijn-Schelde-Verolme, which is building two 
submarines for the government, it was re- 
ported (Mar. 24). Taiwan and the Solomon 
Islands established relations (Mar. 24). 


THAILAND 

Asean foreign ministers who met in 
Bangkok rejected an offer of talks from Viet- 
nam and Laos. Labour leader Kampoon 
Wongkhan was killed by an unidentified gun- 
man in Samut Prakarn province, provincial 
police said. About 4,000 workers rallied in 
Bangkok to support Prime Minister Prem 
Tinsulanond's dissolution of parliament 
(Mar. 23). The Asean-European Economic 
Community foreign ministers’ conference 
started (Mar. 24). 


VIETNAM 
French Foreign Minister Claude Cheysson 
met Premier Pham Van Dong (Mar. 28). 





The departure of Lee San Choon may mean problems for the MCA 






A break in the ranks 


By Jeffrey Segal 

Kuala Lumpur: It was more like a society 
wedding than a political funeral. There at 
the front, dressed in white and beaming, 
sat Datuk Lee San Choon, who had come 
to announce his resignation as president of 
the Malaysian Chinese Association 
(MCA) and as the ruling National Front's 
minister of transport. Opposite him, 
crowding the plush ballroom-like sur- 
roundings of the MCA headquarters, 
were press photographers and cheering 
but saddened party supporters, many of 
them also dressed in the MCA's white uni- 
form. 

Behind Lee, in solemn ranks, sat the 
МСА central committee, with tear-red- 
dened eyes. Datuk Neo Yee Pan, MCA 
chairman in Johor state, who is taking 
over from Lee as acting national presi- 
dent, was overflowing with affection for 
his predecesssor. "This after- 
noon," said the former physics 
lecturer, "the central committee 
unanimously expressed our love 
for him." Like an anxious rela- 
tive, secretary-general Tan Sri 
Chong Hon Nyan revealed that 
"practically every member" of 
the committee had "expressed 
their concern" at Lee's decision. 
"But they all respected his 
wishes," he reassured the on- 
lookers. 

Lee's statement outlining his 
reasons for quitting — written 
for him by his political secretary, 
Gabriel Lee — read like a pious 
and rather unconvincing sermon. 
He said he had often told his 
party comrades that he would 
not stay on *a day longer than 
necessary" once he had achieved 
solidarity in the party. That time had now 
come.. Lee said the MCA was now more 
stable than at any time since he had taken 
over the presidency in 1974. The party en- 
joyed the goodwill of Malaysian citizens 
and had developed close ties with its 
senior partner in the National Front coali- 
tion, the United Malays National Organi- 
sation (Umno). Leaving now, Lee 
claimed, would give his successor enough 
time to prepare for the party's next gen- 
eral assembly — due no later than Oc- 
tober 1984 — and for the general election 
scheduled for 1987. 

Lée said his resignations would be effec- 
tive from April 30, but he added that he 
would be taking leave until then. He im- 
mediately left the March 25 central com- 
mittee meeting to visit his sick father-in- 
law in Singapore. He planned to return to 
Malaysia shortly, then take a holiday. 
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After that, Lee said, would come a few 
months' rest. Observers speculated that 
Lee would eventually go into business. 
The apparent suddenness and finality of 
Lee's departure has set sceptical tongues 
wagging in Kuala Lumpur. *No man 
would climb down so easily at the height of 
his powers," commented one source out- 
side the party, reflecting widespread pub- 
lic reaction here. The double resignation 
was certainly an unconventional act by 
normal political standards. Under Lee's 
guidance, the MCA had triumphed in the 
April 1982 general election, increasing its 
parliamentary strength from 19 to 24 and 
winning all but five of the seats allocated 
to it by the National Front (REVIEW, Apr. 
30, '82). Party membership had gone up 
from 200,000 in 1974 to more than 500,000 
currently, and a number of serious squab- 





bles among the second-line party leader- 
ship had been resolved, at least temporar- 
ily. 

Lee's own career seemed secure. An 
MP since 1959, he had been in the cabinet 
for the past 10 years, taking on five in- 
creasingly senior portfolios — special 
functions, technology, labour, works and 
utilities and finally, transport. 


TX inevitable rumours began to spread 
about the possible reasons behind the 
move. Lee was being investigated for cor- 
ruption, some quarters alleged — an ap- 
parent revival of unsubstantiated reports 
which first surfaced in 1978. Two MPs of 
the opposition Democratic Action Party 
(DAP) brought up the subject of Lee's fi- 
nancial affairs in parliament on different 
Occasions that year and the next, but 
though the matter was officially tabled at 


the privileges committee, no further dis- 
cussion took place. 

According to an MP who sat on the 
committee at the time, the issue is still on 
record. It will never be pursued again, 
however. One of the two DAP represen- 
tatives who had led the campaign against 
Lee, Chan Teck Chan, left the opposition 
in 1981 and joined the rival MCA, where 
he now sits on the party's central commit- 
tee and acts as special adviser to Lee. The 
other DAP member, Lim Cho Hock, quit 
the party the following year and went into 
full-time legal” practice. Lim told the 
REVIEW he had destroyed all his papers on 
the case. 

A more plausible approach holds that 
Lee was under pressure from Umno — 
either from Prime Minister Datuk Seri 
Mahathir Mohamad or, more likely, from 
his deputy, Datuk Musa Hitam. 
Musa was said particularly to re- 
sent Lee's allegedly close associ- 
ation with Finance Minister 
Tunku Razaleigh Hamzah, who 
had lost out to Musa in the elec- 
tion for the No. 2 spot in Umno 
in 1981. Razaleigh himself was 
crea. perhaps unwisely, in the 

hinese-language Nanyang 
Siang Pau, as saying that 
Lee's resignation would be *a 
great loss to the country," since 
Lee was a "dedicated leader" 
with much still to contri- 
bute. 

But Lee denied any suggestion 
of pressure from Umno or any- 
where else. *If you look at the 
record of my political career," he 
told the press *in over 20 years 
. . . I have never submitted to 
pressure." Lee's supporters confirmed 
that this has indeed been the case. In 
January, for example. Lee was said to 
have led an MCA delegation to the prime 
minister which succeeded in getting the 
government to back down on a proposal to 
introduce compulsory Islamic studies into 
all university courses. Lee is *a difficult 
fellow to handle, not a pushover,” stres- 
sed one senior MCA source. “He does not 
react under pressure.” 

It is clear, however, that Lee's depar- 
ture had by no means been a hasty retreat. 
Party officials close to him said that Lee 
had been seriously considering stepping 
down for up to two years. His first official 
move came late in 1982, when he quit as 
chairman of the MCA in Negri Sembilan 
state and as head of the Seremban party 
division. The press failed to take the hint. 

On December 14 Lee first went to the 
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prime minister to offer his resignation 
from the cabinet. Far from putting pres- 
sure on Lee to go, Mahathir persuaded 
him to stay on. After the Lunar New Year 
in February, Lee again went to Mahathir, 
but again the prime minister told him to 
reconsider. Finally, on March 12, Lee told 
Mahathir that his decision was irrevoca- 
ble. He informed the MCA's 12-member 
presidential council on March 19, his 
cabinet colleagues on March 23 and the 
27-member central committee on March 
25. 

If the unofficial explanations of Lee's 
retirement from politics can be easily dis- 
missed, the official reasons begin to make 
sense only if they are seen in a cynical 
light. Indeed, Lee's statement reads less 
like a testimony to Mieres ahead. 
than as a оте А problerus ahead. 
One of his aides supported this interpreta- 
tion. “The point is this,” he said. “Can 
things get any better? I wouldn't like to be 
in [Neo] Yee Pan's shoes, frankly. 

MCA sources forecast difficulties for 
the new leader on all sides: internally, fac- 
tional fighting is likely to break out; exter- 
nally, the MCA’s electoral prospects are 


as the MP, but he said the timing de- 
pended on consultations with the prime 
minister, with Neo and with the party or- 
ganisation. Observers speculated that the 
by-election would come within a few 
months. 

Lee won the Seremban seat, which has а 
60% Chinese electorate, in the 1982 gen- 
eral election after a headline-hitting cam- 
paign against the chairman of the DAP, 
Chen Man Hin. Chen had held the seat for 
the previous 13 years. Promising the vot- 
ers only Chinese unity rather than deve- 
lopment projects, Lee increased the 
MCA’s share of the valid votes cast from 
39.4% in 1978 to 50.9% turning the 
DAP's former majority of 8,073 into a 
margin of 845 for the MCA. 

But the DAP is now confident of win- 
ning Seremban back. *Our chances are 
very good," a senior party official said, ad- 
ding that it was very likely that Chen 
would run again. If he does, MCA sources 
admit there would be problems. “I think 
we're going to lose it," said one. "I don't 
think we've got anyone to match the other 
side." 

When Seremban is settled, the MCA's 


B GETTING TOO. . 
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seen as dimming under a leadership preoc- 
cupied with consolidating its own position 
within the party. If the deepening 
economic recession in Malaysia hits the 
Chinese business community, these 
sources said, or if the government speeds 
up implementation of the New Economic 
Policy — which involves special support 
for the Malays — before the deadline year 
* of 1990, then the МСА 5 grassroots sup- 
port could easily begin to wither. 


n MCA senator voiced similar anxie- 

ties. “I don't think we're ever going to 
hit the level we did last year," he told the 
REVIEW. "It's going to be downhill next 
time around." 

The new leadership's first test at the bal- 
lot box will be in a by-election at Lee's 
marginal constituency of Seremban. Lee 
confirmed that he would be stepping down 


.. FAR EASTERN ECONOMIC REVIEW e APRIL 7, 1983 





energies will turn to its internal politics. In 
the run-up to the 1984 general assembly, 
Neo is unlikely to face any serious chal- 
lenge, observers say, and is certain to be 
voted in as president. Lee had effectively 
hand-picked Neo after deputy president 
Richard Ho left the party in August last 
year. Party elections for Ho's position 
were urged by several senior party offi- 
cials, among them Tan Koon Swan, man- 
aging director of Multi-Purpose Holdings, 
the party's investment arm. But in a rebuff 


«to Tan, who had been seen as Neo's 


closest rival, Lee instead filled the vacant 
slot by appointment. Tan was conspicu- 
ously absent from the March 25 central 
committee meeting that affirmed Neo as 
acting president — he was attending a 
business seminar in Japan. 

The struggle for the deputy president's 
slot next year could be closely fought, 

































however. The outcome will be vit 
portant for Neo, who will be pets 
party bosses in the big states to deliver the _ 
votes needed to keep him in office. Con- 
tenders are likely to come from within the 
ranks of the MCA's six vice-presidents — — — 
Lee Kim Sai, head of the MCA youth wing - 
and chairman of the Selangor state party; 
Rosemary Chong, head of the women's 
division; Mak Hon Kam, chairman of the — 
Perak MCA; Chan Siang Sun, chairman — 
of the Pahang MCA; Liew Sip Hon, _ 
former federal territory vice-chairman, - 
and Tan himself, who now heads the fed | 
eral territory party machine. 


mong those six, the most senior - 

Chan, though sources say the 
most likely to go to Mak. Mak's Perak 
MCA division and the Johor state 
are the two biggest voting blocks in the 
party. Tan is said to be still out of favour 
with Neo, who like Lee, о 
men mixing business with politics. I 
Kim Sai, formerly Tan’s strongest backe 
has now switched allegiance to the new 
acting president. Chong is said Ease E 
the running and thinking of stepping downs 
from the leadership of the women's sec- 
tion, while Liew has no substantial re- - 
gional base. К 

The jostling for position among the sec- 
ond-ranking leaders could start as soon às — — 
a choice to fill Lee's vacant cabinet post 
tion is made. Officially, nothing willbede- _ 
cided until Neo talks to the prime minis- — 
ter. Unofficially, though, the post of — 
transport minister will probably be taken 
by MCA secretary-general Tan Sri Chong 
Hon Nyan, who would move sid Y 
from the Health Ministry. Neo will stay 
housing minister and Mak as labour minis- 
ter, while a newcomer from among the 
party's six deputy ministers will take the _ 
health portfolio. Analysts favour either. 
Liew Sip Hon, now a deputy trade minis- - 
ter, or Chin Hon Ngian of agriculture. 
Chin is deputy MCA chairman in Neo's | 
home state of Johor. и 

In the longer term, Neo is said to be _ 
aiming to drop the transport and health — 
ministries from the list allotted to the 
MCA by the National Front. He wants to. 
take two more prestigious posts in their = 
place — including the Trade now. 
held by Tunku Ahmad Rithaudeen. 
Mahathir will be taking the various 
mutations into account when he resh 
his cabinet shortly. 

In addition to the vacancy caused by 
Lee's resignation, Mahathir will be con- 
sidering at least two other spots. An obvious 
question-mark hangs over the position of — 
Culture Minister Datuk Mokhtar Hashim, — 
currently appealing against a death sen- 
tence imposed for the killing of a political 
rival; and Mnister in the Prime Minister's 
Department Datuk Mohamad Nasir, who 
resigned recently, will have to be re- 
placed. At least five other Umno cabinet 
ministers have also been tipped for possi- 
ble replacement. a 


Бу 
р, 


LE 





11 










ean foreign ministers after their meet- 
‚ їп Bangkok on March 25 has dam- 
pened hopes for ап early breakthrough 
over Cambodia. Despite their public re- 























t the participation of contending 

ers, Asean has signalled its desire to: 

tinue a discreet search for other 

s which could lead to a settlement. 

The flurry of optimism about a possible 
nbe 


rib wel- 

without the par- 

| actions as the “latest 

[Vietnamese] flexibility” 

Mar. 31). Malaysian Foreign 

ster Tan Sri Ghazali Shafie also called 

's acceptance of the idea of dis- 

ons with Asean without the participa- 

of the Phnom. Penh government.a 

through. But after a closed-door 

ig the Asean ministers implicitly. re- 
d the idea. 

ministers. merely “took note.of the 

| ween Asean member 

iH tnam in order to bring 

the International Conference 

hea.” 

ks participant, as originally agreed 

y Ghazali and- Vietnamese Foreign 

nister Nguyen Co Thach at the non- 

ned summit in New Delhi, and by in- 

gthe international conference i inthe 

‚ formula, the ministers clearly. 

ed away from the positions of Singa- 

nd Malaysia. Vietnam has rejected 

nternational conference and is. un- 

ү to agree to any gathering under such 
































yYwever, so as not to appear: inflexible, 
ealisation of a comprehensive political 
' appropriate avenues to facilitate 
realisaton of a comprehensive political 
tlement of the problem of Kampuchea 
thin the framework of the international 
Merence and on the basis of the relevant 
resolutions." Indonesian . Foreign 
ter Mochtar Kusumaatmadja told 
> REVIEW that though Asean “has not 
iccepted the Vietnamese proposal to have 
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Ik without Phnom Penh leader 
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e the drafting ofa 
Мр clarify the Cambodia issue 


ternational conference very much on his 
mind while he discussed the idea of a li- 
mited dialogue with Thach. In a move 
aimed at demonstrating his. agreement 
with more critical Asean colleagues, 
Ghazali said that the Vietnamese were not 
serious about talks but wanted to engage 
Asean members in a dialogue only in 
order to take international pressure off 
Hanoi to accept the conference 
framework. 

The Asean leaders have concluded that 
it would be dangerous to convey the im- 
pression that the group was seeking a solu- 
tion other than the course adopted by the 
To stress Asean's firm 
position, the Thais even called on Viet- 
nam to recognise the Democratic Kam- 
puchea - coalition, . Several. European 
Economic Community member states and 
even some Asean countries privately ex- 
pressed disapproval of this unrealistic 
'Thai position. But some European views 
expressed here during the Asean-EEC 
ministerial meeting as well as the difficulty 


Asean had with France over a joint state- | 
ment, underscored the need for the Five 


to maintain a tough public posture. Any 


. sign of softening could not. only weaken 


EEC support, ‘but also antagonise China. 

Qu sources said that during the 
section of the Asean-EEC ministeri 

meeting devoted to Southeast Asia, 


French Foreign Minister Claude Cheys- ' 


son and his Irish counterpart J. O'Keeffe 


opposed the idea of the Democratic Kam- 


puchea coalition, saying it provides only 


Pol Pot regime. 


Previously France had condemned the 7 


Vietnamese occupation of Cambodia but 
also had differences with Asean over sup- 
port for Democratic Kampuchea and aid 
to Vietnam. The meeting in Bangkok pro- 
vided the first occasion since the Cambo- 
dian coalition — led by Prince Norodom 
Sihanouk — was set up in June 1982 for a 
formal and detailed airing of those differ- 
ences. Senior officials of Asean and the 
EEC nations failed to draw upa draft joint 
statement before the opening of the meet- 
ing, mainly because of French objections 
to à number of paragraphs dealing with In- 
dochina. The drafting had to be shelved 
until Cheysson’s arrival; he was held up 
because of a cabinet reshuffle in France. 

-. A morning session on March 25 was 
taken up entirely by Southeast Asia. All 





-five Asean ministers defended their policy. 
passionately and urged France to reco 
` sider its position. “It was. a candid . 


exercise,” one Азбар minister r fold. th 
ist 






was strongly resisted by France which had 
“signed a protocol to give Vietnam FFr200 








-changes among the 15 partners seemed to 


"ing in which “concrete issues" of the Cam- 


yr 
right to moralise about ng wit 
hmer Rouge as Sihanouk had placed pat- 


| riotism above the pain of losing his own 
- children to Pol Pot's massacres. Mochtar 


argued that the coalition was not like a 
coalition in a West German election — it 
was a grouping aimed at liberating a coun- 
try and deserved support. 

However, despite the eloquent 
speeches and the reluctance of most EEC 
ministers to side with the French position. 
Paris remained unwilling to go along with 
the Asean draft. On Cheysson’s instruc- 
tions, French officials submitted а com- 
promise formula introducing ambiguous. 
wording which each could interpret in 
their own fashion. 

The French saw.the Asean position as 
legalistic and unrealistic. They sought to 
water down the enthusiasm for the coali- 
tion. The Asean draft said that the forma- 
tion “of the coalition government ......con- 
stituted a positive step towards bringing 
about the comprehensive political settle- 
ment.” The- final version, adopted. on 
France" s suggestion, dropped: the word 

“government” and replaced the term 
“positive” with “significant.” 

In his opening speech Thai Foreign 
Minister Siddhi Savetsila spearheaded the 
Asean. bid to suspend all assistance to 





-Vietnam by pressing the EEC to “send 


clear signals firmly urging Vietnam to 
abandon its adventuristic effort to subju- 
gate Cambodia.” But the attempt to intro- 
duce such a general ban dto Vietnam 




















million (US$30 million) in grants and 
mmercial credits in. December: 1981. 
Ultimately, however, this discussion was 





“somewhat academic because, despite the 


signing of a protocol, the French credits 
remain frozen due to a number of techni- 
cal pi 

Despite | e. sharp debate at the Asean- 
EEC session, the free discussion and ex- 








have clarified their thinking on the pro- 
blem and reinforced the need for a dis- 
creet and flexible diplomacy. Despite the 
public airing’ of differences over Cam- 
bodia between France and Thailand, reli- 
able sources said the Thais would like 
France to be an intermediary i in bringing 
Hanoi towards a solution. On the eve of 
his departure for Hanoi — the first to the 
Vietnamese capital by an EEC foreign 
minister since the Vietnamese invasion of 
Cambodia їп 1978 — Cheysson had a 90- — 
minute meeting with Siddhi without any 
aide ог note-taker present. = 

One of Cheysson's aides said later that 
Cheysson was very ‘happy with the meet- 
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THAILAND 


The people's choice 


The failed army bid to maintain its power in government 
becomes an issue in the general election campaign 


By Paisal Sricharatchanya 

Bangkok: The recent constitutional de- 
bate, which brought major political par- 
ties into direct ideological confrontation 
with the army and its political supporters 
(REVIEW, Mar. 31), appears to be forming 
the basis of an important campaign issue 
ЕЗ раша in Bangkok — during the 
run-up to the hastily planned April 18 gen- 
eral election. The outcome of the poll 
could thus be an indication of whether the 
Thai voting public prefers a system of gov- 
ernment dominated by the political par- 
ties to one dominated by the military. On 
March 16 the military — supported by 
some parties and opposed by others — lost 
its bid in parliament to amend the con- 
stitution so that its special powers in the 


The city's electoral struggle will be 
especially important for the rightwing 
Prachakorn Thai Party and its leader, the 
outspoken Samak Sundaravej. The party 
carried off 29 of Bangkok's 32 seats in a 
surprise victory in the last general election 
in April 1979, but some analysts believe 
Samak might have lost some following due 
to his high-profile endorsement of the 
controversial army-backed amendments. 
However, the party is likely to retain the 
support of less-affluent, less-educated 
constituents who make up the bulk of 
Bangkok's population. 

The number of voters turning out for 
the election will also be an important fac- 


tor in the results. The poor turnout in the 
А 


the parties have agreed not to contest 
against one another in the two districts 
where their leaders are running. Mean- 
while, Samak will continue to run, as he 
did in the last election, in the military- 
dominated Constituency No. 1. 

Because of the population increase 
since 1979, when there were only 301 
MPs, the new election will see the nation’s 
73 provinces split into 134 constituencies 
which are to be represented in the new 
parliament by 324 MPs. 

From the first series of campaign rallies, 
it appears the SAP and the Democrats are 
banking on their opposition to the army 
and its Prachakorn Thai Party ally in the 
constitutional debate to attract voters. In 
his first campaign speech at Sanam Luang 
on March 24, Kukrit told a cheering crowd 
of tens of thousands that he has fought for 
democracy throughout his life and would 
continue to resist dictatorship. Stressing 
that he was not blaming the army as an in- 
stitution, Kukrit criticised certain senior 
army leaders and their civilian backers 
for, as he said, trying to usher in a return 
of dictatorship. 

The SAP leader was apparently refer- 

L4 


Party leaders line up — Samak; Kukrit; Kriangsak: Coalition looks inevitable. 





running of the country would not au- 
tomatically lapse on April 21. 

In Bangkok, three major parties are 
pushing the issue, with the Social Action 
Party (SAP) and the Democrats working 
together in at least two of the city's 12 con- 
stituencies against the Prachakorn Thai 
Party. The SAP and the Democrats jointly 
opposed the army-backed amendments in 
the parliamentary debate while the 
Prachakorn Thai Party supported them. 
At stake are 36 seats (recently increased 
from 32) in the new 324-seat lower house. 

The three parties are devoting a large 
part of their campaign efforts to Bangkok. 
Given the political consciousness of the 
city residents, the result of the Bangkok 
poll may not only reflect the degree of 
public acceptance of the positions the par- 
ties took during the constitutional debate, 
but will also have far-reaching implica- 
tions on the parties' longer-term popular- 
ity. 
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1979 election — less than 20% — contri- 
buted to Prachakorn Thai's success, ob- 
servers say. In that election only SAP 
leader Kukrit Pramoj; his secretary-gen- 
eral, Kasame Sirisamphan, and the then 
Democrat leader, Thànat Khoman, were 
able to win in their political battles with 
Samak's party candidates. In the past, 
set qn had been a Democrat strong- 
old. 


Kx and Kasame will be running the 
ethnic Chinese-dominated Consti- 
tuency No. 9 with Foreign Minister Siddhi 
Savetsila, who joined the SAP last year. 
Thanat, deputy prime minister in the pre- 
sent caretaker government of Prime 
Minister Prem Tinsulanond, has decided 
to drop out of the electoral race, but 
Democrat leader and one-time foreign 
minister Pichai Rattakul is running in the 
affluent Constituency No. 4. 

As part of the SAP-Democrat alliance, 





ring to army commander-in-chief Gen. 
Arthit Kamlang-ek and assistant com- 
mander of the Bangkok-based First Divi- 
sion Maj.-Gen. Pichit Kullavanich,who 
have relentlessly backed the constitutional 
amendments. Apart from altering the 
electoral voting system, the changes 
would have extended the current powers 
of the military-dominated appointed Se- 
nate and allowed military officers and civil 
servants to hold ministerial posts. 

The Democrats’ platform is equally 
clear-cut. Its brief campaign-poster slogan 
— Elect the Democrat to oppose dictator- 
ship — is self-explanatory. 

When the Prachakorn Thai Party held 
its first rally to introduce its candidates, it 
hit back at critics from the two allied par- 
ties. Samak defended the army and 
praised the Senate for contributing to the 
government's stability over the past three 
years. The constitutional amendments 
issue is likely to assume a much lower pro- 
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file in up-country provinces, where the 
voting pattern will be most strongly influ- 
enced by the clout of individual local can- 
didates. 

On a nationwide basis, the SAP — the 
only party with a clear and plausible plat- 
form centred on a massive rural-develop- 
ment. programme, a farm commodities 
price-support scheme and free medical 
care for the poor — is expected to emerge 
yet again with the largest number of seats. 
The party is expected to gain more seats 
than the 83 it captured in the 1979 election 
because a breakaway faction led by busi- 
ness tycoon Chaisiri Ruengkanchanaset 
has rejoined the party, and a small inde- 
pendent faction led by Deputy Agricul- 
ture Minister Narong Wongwan has re- 
portedly returned to the SAP fold. 


f the latest political guesswork is cor- 

rect, the industrialist-based Chart Thai 
party, which obtained nearly 40 seats in 
the last poll, may retain the No. 2 position 
іп the new race. This- would leave the 
Prachakorn Thai, Democrat and Siam 
Democracy (which spearheaded the 
,army-backed amendments) parties and 
former Premier Kriangsak Chomanan’s 
National Democracy Party scrambling for 
‘the remaining seats. 

In any event the question of how well 
each party performs will be irrelevant, 
given the broader scenario that none is 
likely to command a clear majority in the 
lower house. And the prospect of another 
coalition after April 18 seems to be a 
foregone conclusion. Stressing that the 
SAP will only join hands with the Democ- 
rats, Kukrit has already conceded that 
Prem will return to head a new coalition. 

In a highly significantmove which many 
analysts see as a signal of potential post- 
election parliamentary instability, deputy 
SAP leader and former deputy prime 
minister Boonchu Rojanasathien unex- 
pectedly announced on March 24 his resig- 
nation from the party and his decision to 
pull out of the electoral race. Disil- 
lusioned by frequent inter-party squabbl- 
ings which had hamstrung Prem's coali- 
tion in recent years, Boonchu declared in 
a strongly worded statement: “I have no 
hope left [of] doing something to solve the 
country’s problems . . . as long as the gov- 
ernment is made up of persons from vari- 
ous groups which harbour different views 
and objectives.” 

Boonchu stressed that the country faces 
many serious problems, especially the 
poverty of the people. And he despaired 
over the difficulty of satisfying the varying 
needs and enlisting the cooperation of the 
country’s diverse political factions, saying 
that the task was a complete waste of time. 
“The only successful achievement of this 
government has been in dealing with im- 
mediate problems that crop up from day 
to day — for its own survival. There was 
little time to tackle the real problem.” 

One source close to Boonchu, who was 
commonly dubbed Thailand’s economic 


overlord, does not rule out the possibility’ 


that he may be prepared to work, on anin- 
dividual basis, with the military if and 
when the right opportunity arises. — @ 
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Muslim devotion: but not an Islamic state. 


The generals’ holy man 


Shah Sufi Faridpuri, a highly popular Muslim 'saint,' disagrees 
with his military devotees on government power-sharing 


By S. Kamaluddin 

Dhaka: Shah Sufi Faridpuri, as he is popu- 
larly known, is an ordinary-looking man in 
his early 70s. His 5-ft 3-in. frame, clothed 
oniyin the long white kurta shirt and lungi 
of a middle-class Bangladeshi, is distin- 
guished only by a longish beard and deep, 
penetrating eyes. But when this unassum- 
ing Muslim pir (holy man) speaks from 
his home in Atroshi Thana, 110 miles 
southeast of here, the country listens. His 
followers are said to number in the mil- 
lions, and among them are some of the 
government's most powerful civilian and 


military leaders, including chief martial- . 


law administrator Lieut-Gen. H. M. Er- 
shad. 

But the Atroshi pir's political views do 
not always coincide with those of the 
country's rulers who frequently seek his 
counsel. In a rare interview, he told the 
REVIEW: “The most important and sacred 
role of the army is to defend the mother- 
land. They can assist the civilian govern- 
ment in times of emergency and natural 
calamity, but they cannot have any role to 
play in running the government in normal 
times. The army should become strong 
and disciplined, [maintaining] a high pro- 
fessional standard." 

This view is in direct conflict with that 
held by Ershad, who is now seeking to 
amend the constitution to ensure a role for 
the army in governing Bangladesh. He 
says this is necessary for a smooth transi- 
tion of power from his martial-law ad- 
ministrators to a civilian government, but 
clearly he feels the army should have a 
governing role whether civilians are in 
power or not (REVIEW, Dec. 24, '82). 


The martial-law administrators have yet 
to devise a power-sharing formula for rule 
by civilian and army leaders, sources say. 
They have been discussing several models 
already in operation in the developing 
world, but have rejected them as unsuita- 
ble for Bangladesh. Ershad has called for 
a dialogue with civilian political leaders to 
discuss power-sharing. The dialogue, 
which is scheduled to begin in early April, 
is to include many politicians recently re- 
leased from detention for their suspected 
links with those involved in bloody anti- 
government riots in early February. Most 
of the politicians are against power-shar- 
ing with the army. 

While the Atroshi pir seems to be siding 
with the politicians on this vital issue, the 
holy man's ties with the army's rank-and- 
file are strong. About 50 key army officers 
are among the pir's followers, including 
Maj.-Gen. Nuruddin Ahmed Khan, army 
chief of general staff; Maj.-Gen. Abdur 
Rahman, commander of the strategically 
important 9th Division in Dhaka; Maj.- 
Gen. Antiqur Rahman, principal staff of- 
ficer to Ershad; Maj.-Gen. Abdul Wahed, 
commander of the Jessore garrison; Brig. 
Mahmudul Hasan, director-general of 
forces intelligence; Brig. Abdullah al- 
Hussain, chairman of the first special mili- 
tary tribunal, and Brig. Matiur Rahman, 
deputy director-general of the Bangladesh 
Rifles — a paramilitáry border force. In 
addition, nearly 20,000 soldiers are also 
known to be disciples of the pir. > 

The generals visit the holy man fre- 
quently — sometimes together and some- 
times separately. Ershad, Nuruddin and 
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Abdur Rahman attended a three-day re- 
ligious function on February 20-22 to 
mark the anniversary of the death of Shah 
Sufi Yunus Ali Enayetpuri, the Atroshi 
pir's spiritual mentor. More than 1.5 mil- 
lion people participated in the event 
throughout the country. 

The pir said the army enjoys the love 
and affection of the nation. *The generals, 
including Ershad," he said, "never visit 
me to discuss politics or state policy. They 
come as my disciples and for their own 
[personal] satisfaction. I tell them to re- 
main united and to do good for the people. 
They have their own cabinet to discuss 
politics and take decisions on political 
matters. I only tell them to do their job 


properly." 


etired lieutenant-general Mir Shaokat 
Ali, who left active duty soon after 
president Ziaur Rahman's assassination in 
May 1981, is said to have been instrumen- 
tal in forging links between the influential 
pir and the army over the past few years. 
When he was commander of the Jessore 
garrison he sent his troops by the 
truckload to Atroshi to visit the pir. More 
than 15,000 soldiers, who are now dis- 
pent throughout the country, are said to 
ave been made followers of the holy man 
through this means. 

Asked if he would direct his millions of 
followers to support any particular politi- 
cal party or vote for any candidate in a 
presidential election, the Atroshi pir said 
that he could not do that. His was a 
spiritual platform and not a political one, 
he said. Bangladesh needed a selfless 
leader who would work for the country 
and would try to take decisions according 
to Islamic values and ideals — to do good 
and provide justice for the people, he said. 
“I am praying to Allah to give us a selfless, 
God-fearing leader — [even one] who 
may not be my disciple. My moral support 
will be there for him." 

On Islam and secularism, the pir said 
that Islam was а universal religion, 
preaching humanism, brotherhood and 
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liberalism to everyone — irrespective of 
race, colour, creed and religion. He said: 
"| don't understand exactly what you 
mean by secularism — perhaps this is what 
you mean." 

He noted that nearly 90% of the coun- 
try's population was nominally Muslim, 
but that Islamic ideals had yet to be ab- 
sorbed by all the country's Muslims. Thus, 
the country had not yet reached a stage at 
which it could become an Islamic state, 
the holy man maintained. In February he 
told a correspondent that he knew of no 
ideal Islamic state anywhere in the world. 
A source close to the pir describes him as a 
“staunch supporter" of democracy. 

The pir was a relatively obscure figure 
until the mid-1970s, though he has been 
preaching Islam in Atroshi since 1948. 
The holy man follows the Sufi doctrine 
which he — like other Sufi masters includ- 
ing his spiritual mentor — claims to have 
inherited from the Prophet. He follows 
the Naqshbandiya-Muzaddidiya school of 
Sufi thought. 

For years the holy man faced an uphill 
battle with the Muslim establishment. As 
late as 1963, 39 well-known clergymen and 
theologians jointly proclaimed him an in- 
fidel, and he was under attack from many 
others until 1971. His situation began to 
improve after that, and since 1975 his 
fame and following increased many times. 
His eldest son-in-law, Adeluddin Haw- 
ladar, a rich businessman and a former 
MP, says that many among the 39 clergy- 
men and theologians who once called him 
an infidel have become his disciples. 

The pir, unlike most preachers in this 
country, favours modern education and 
enjoys the company of intellectuals. He 
firmly believes that without a modern, sci- 
ence-oriented educational system, the na- 
tion will never prosper. In his early child- 
hood, he learned Arabic and Persian, and 
later — after passing his secondary school 
final examination — he became a commit- 
ted disciple of Hazrat Enayetpuri who 
taught him theology and spiritualism for 
many years. 





It was he who asked the pir to move to 
Atroshi, then an unknown village in one 
of the country's most backward areas. He 
moved there reluctantly, and at first 
stayed in the village only a few days before 
leaving. He did not like the place, he said, 
but he returned and gradually his reluc- 
tance turned into devotion. 

Today, 500-1,500 people visit the pir 
daily, including some 40-50 Hindus. The 
pilgrims usually stay overnight. Room 
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ау several romped tons’ ort 
thousands of animals, and tons of fish and 
vegetables. The pir does not accept any 
money from the Bangladesh Government 
or from any other Islamic country, though 
other Islamic organisations in the country 
do so. 

A source close to the pir told the 
REVIEW that eight years ago Atroshi was 
only a sleepy little village consisting of a 
few tin-roofed cottages. One of the cot- 
tages was the pir’s home. Now a huge 
complex stands in the village — known as 
Biswa Zaker Manzil, or the universal 
house of the believers. There is a three- 


storey building housing a theological 


school for several hundred students. 
Another three-storey structure has just 
been completed to house a council of Is- 
lamic research and culture. 

The council is now producing books and 
pamphlets on Islam and Sufism, and in- 
tends to start research on Islam in the near 
future. Recently, the foundation for a 
health complex was laid, and construction 
work will start when enough funds and 
materials are secured. A telephone ex- 


` change, post office and bank branch have 


also been established. 
These facilities were funded by con- 
tributions from the ріг'ѕ disciples. 


Thousands of voluntary labourers were 
used for the construction work, and ar- 
chitects and engineers have also volun- 
teered their skills. Once, when the late 
president Zia visited Atroshi, he asked the 

ly man if there was something he could 
do for him. The pir replied with a smile: 
“Son, I don't need anything. Here we 
work through thousands of hands. Allah is 
taking care of all our needs." Zia visited 
him only once. 


he pir is a hard-working man. He 
never forgets his former life of dire pov- 
erty when, at times, he went without food 
for days. He starts his day at 3 a.m. — 
after three hours of sleep — with a special 
prayer attended by many others in the At- 


"roshi Mosque. Then the early morning 


namaz are recited before his daily chores 
begin. He eats very little, taking specially 
(рид rice with a vegetable for lunch — 

only daily meal, At night he takes a 
glass of milk, or similar drink, with one 
small piece of home-made sweet, 

The holy man visits the religious com- 
plex’s kitchen to arrange meals for the 
hundreds of his disciples who see him daily 
at three special chambers set up for the 
purpose. He spends much of his time 
meeting people, listening to their grie- 
vances and advising them on such matters 
as marriage, divorce, the selling of pro- 
perty or starting up a new business. He 
never seems to tire. 

When this correspondent asked the pir 
why non-Muslims come to see him, he 
said: “Son, make no mistake. They don’t 
come to be converted into Islam.. They 
want totalk about their problems with me. 
Perhaps, they get some result. Otherwise 
why would they come?" 
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At celebrations hey. by country’s 12th anniversary, the 


martial-law chief hints 


Dhaka: Chief martial-law administrator 
Lieut-Gen. H. M. Ershad hinted on 
March 26 at celebrations marking the 12th 
anniversary of the country’s founding, 
that he may harbour political ambitions of 
his own, which could be pursued following 
a general election planned for next year. 

At a ceremony in Chittagong, Ershad 
said that 12 years ago to the day, Maj. 
Ziaur Rahman gave the call for a revolu- 
tion. That revolution ended with indepen- 
dence for Bangladesh from Pakistan. 
“Now,” he said, “another soldier is giving 
the call for achieving economic emancipa- 
tion of the whole people, when the 
will no longer remain poor and [when] the 
rich will grow richer in Bangladesh.” 

Zia had also served as chief martial-law 





administrator before taking Over as presi- 
dent in April 1977. In February 1979, a 
new parliament was elected, with Zia's 
Bangladesh Nationalist Party confirmed 
as the ruling party. 
bservers here suggested that Ershad 
could be laying the groundwork for the 
formation of a new political party — or the 
reorganisation of an old one — which 
might make a strong bid for power in next 
year's general election. Ershad, who is on 
the record (REVIEW, Dec. 24, '82) as say- 
ing that he would not enter politics while 
serving on active duty, would likely join 
such a party after his retirement, the ob- 
servers said. 
When this correspondent asked Ershad 
to comment on speculation now surround- 
ing his possible entry into politics, the gen- 


at he might enter politics some day 


eral smiled broadly while pondering the 
question. But he was interrupted by his 
private secretary before he could come up 
with an answer. "Sir, the chopper is ready 
to leave at once — it's getting dark,” the 
field-grade army officer said. 


rshad also told officials at a gathering 

on March 24 marking the first anniver- 
sary of his martial-law administration that 
he would fulfil his promise of a year ago to 
organise local elections and a general elec- 
tion next year. He said the time between 
now and then was needed to complete his 
government decentralisation programme, 
which is designed to give authorities at the 
thana, or sub-district, level much more say 
in the running of their own affairs. 

Fifty village police stations throughout 
the country were upgraded to become 
sub-district administrative centres and 
opened formally to mark Ershad's take- 
over a year ago. In speeches given at four 
stops on a tour of the country, Ershad 
stressed unity. "Be with me, work with me 

. . Give me strength and encouragement 
and remain united," he said. 

During the tour, Ershad told the 
REVIEW that a dialogue between martial- 
law administration leaders and political 
leaders would begin in April. The discus- 
sions are to focus on sorting out certain 
constitutional issues before a new con- 
stitution is drafted. The most important 
issue on the agenda is concerned with the 
role the army is to play in any future civi- 
lian government. 

Ershad maintains that a role for the 
army in governing the country must be en- 
sured so that a peaceful transfer of power 
from military to civilian rule can take 
place and so that political stability can be 
maintained. 

He recalled that there had never been a 
peaceful transfer of power from one ad- 
ministration to another in the country's 
short history, noting that two presidents 
— Sheikh Mujibur Rahman and Zia — 
had been assassinated since 1971. “No 
more blood should be shed,” the martial- 
law leader said, “and by giving the armed 
forces a constitutionally guaranteed role 
to play, such adventurism can come to an 
end once and for all, and a system of 
peaceful power transfer can be estab- 
lished.” 

At the April meeting with leaders from 
all the major political parties, Ershad is 
expected to outline his proposals for the 
army's role in future governments. He 
then will ask the leaders to examine his 
proposals and. to comment on them at 
some later date. 

“The question," Ershad said, “of the 
armed forces playing a role will be dis- 
cussed with all sections of society before 
arriving at a decision." —s. KAMALUDDIN 
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Tank unit in action: push to professionalism. 


A retreat from power 


Modernisation of the PLA is accompanied by its demotion in the 
party’s constitution and the retirement of aging commanders 


By V. G. Kulkarni 

Peking: The People’s Liberation Army is 
in the throes of transformation — from a 
politicised force which liberated the coun- 
try to a professional fighting unit assigned 
to defend the national status quo. And the 
metamorphosis is proving painful to the 
soldiery, particularly the aging generals, 
as it entails a loss of power in a system 
where the party commands the gun. But, 
more than mere power, the PLA is losing 
the mythical aura which the late chairman 
Mao Zedong had bestowed upon it. 

In the oblique parlance of Chinese lead- 
ers, cutting the army down to size is 
couched as modernising its organisation, 
training and armaments as well as retiring 
senescent commanders. In a sense the 

asant guerilla army of “millet and rifles” 
Is being launched into the age of missiles 
and rockets. In recent months the Chinese 
press has been full of calls for such 
modernisation which should be the dream 
of any professional soldier. But the way in 
which it is coupled with diminishing power 
and prestige for the PLA has created its 
own problems. 

The diminishing role of the PLA has 
been foreseen since 1978, when economic 
modernisation became the prime policy in 
China. (It was enshrined as such at the 
12th party congress last September.) The 
party's new constitution, passed at the 
12th congress, barely mentioned the PLA 
in contrast to large segments devoted to 
the force in the earlier constitution. At the 
same time the PLA's share of the new 
party central committee was down from 
30% to 20% while its percentage share of 
alternate members was nearly halved to 


about 15%. Concurrently, one in three 
members of the newly formed Central Ad- 
visory Commission — a sinecure body 
created to accommodate the aging and the 
inefficient among the leadership — came 
from the PLA. Although army veterans 
figure prominently in the 28-member 
politburo, they belong to the aging Long 
March generation who have donned uni- 
forms from time to time and many of them 
are supporters of strongman Deng Xiaop- 
ing anyway. However, when the most 
populous Chinese province of Sichuan 
held its party congress in February only 
four of the 100-strong provincial commit- 
tee could be identified by their affiliation 
with the armed forces — a sign of things to 
come as other provinces hold their own 
party forums. 


TA demotion of the PLA in the party's 
constitution was seen by many asa sign 
of it having a larger professional, but de- 
politicised, role under the state organs. 
But the new state constitution promul- 
gated by the December session of tlie Na- 
tional People's Congress (NPC) — 
China's parliament — took the PLA down 
another notch. Gone were the laudatory 
references to the PLA, which the 1978 
state constitution had hailed as the “pillar 
of the dictatorship of the proletariat.” In- 
stead the PLA’s place was merely pegged 
to national defence. In another break 
from the Maoist past, the constitution also 
gave short shrift to the people’s militia, 
which the now reviled Gang of Four had 
tried to make their bastion of armed 
power in the mid-1970s. 


The new state constitution created a 
state military council — the Chinese name 
is similar to the party’s military commis- 
sion — a body which had been the subject 
of rumours in the Chinese press months 
beforehand. The military council, which 
reports directly to the NPC, as does the 
State Council of which the Defence Minis- 
try is a part, is a powerful body. The con- 
stitution merely stated that the military 
council “directs the armed forces of the 
country.” However, on January 20 — a 
full 46 days after the constitution was 
adopted — the People’s Daily clarified its 
position and role, stating that the military 
council, as the “topmost military organisa- 
tion of the country, leads and directs 
[meaning commands] all the armed forces 
of the country." 

It also stated that the country's presi- 
dent or head of state — another newly re- 
vived, but largely ceremonial post — did 
not command the PLA, thus making the 
chairman of the military council a very 
powerful figure. The newspaper added 
that the Defence Ministry will concern it- 
self with equipment, personnel and 
budgetary affairs. 

However, the military council's de- 
tailed organisation, including the staffing 
and the leadership, have apparently not 
yet been settled. Nor has its relationship 
with the party's powerful military commis- 
sion been made explicit. Which of the 
powerful generals will sit on the council 
could pose a sensitive problem to the 
leadership, but it is speculated that the top 
slots on the council could well be filled by 
people serving on the party's military 
commission which, not by accident, is 
headed by Deng himself. 

Reining in the recalcitrant top brass 
has been a prime concern of Deng in re- 
cent years. He has managed to fill the key 
posts in the party military commission 
with his own supporters. Since early last 
year new commanders have. been ap- 
pointed in five of China's 11 military re- 
gions, with purges reaching down to the 
provincial military district levels. Chinese 
leaders, including Deng, have conceded 
to foreign dignitaries that making these 
changes has not been easy. Resistance has 
come not only from the old guard but also 
from the leftist elements in the PLA who 
mounted a challenge just before the party 
congress. 

An article in the Liberation Army Daily 
questioned the class basis of Deng's 
policies. Although the PLA organ had to 
eat its words soon afterwards, leftist 
rumblings have continued. Several arti- 
cles denouncing the leftist tendency have 
appeared since then. In late October, a 
PLA commissar in the logistics depart- 
ment pointedly admonished his officers, 
saying that military discipline would not 
permit *openly broadcast speeches and 
opinions which take an opposing position 
to central authority." 

In early November the PLA’s air force 
chief, Zhang Tingfa, declared that leftist 
influence had to be purged before moder- 
nisation could take place. During the De- 
cember NPC session another PLA leader 
chided the unhealthy tendency which 
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meant that “a single word from a superior 
carries more weight than the nation’s 
great constitution.” 

The leftism inthe army also emanates 
from Mao’s concepts of a people’s war — 
an ill-equipped guerilla army defeating a 
formidable foreign force — which saw a 
symbiotic relationship between the people 
and the PLA. Fortunately Mao evolved 
many contradictory concepts in his prolific 
writings, and the new Chinese leaders are 
using Mao's own words selectively — such 
as people's war under modern conditions 
— to justify their policies politically. 


I: a sop to yet another Maoist line of 
serving the masses, the PLA is being en- 
couraged to help the rural people. But, 
unlike in the old days, the PLA is not re- 
quired to “fill jugs of water or clean the 
peasants' courtyards." Instead the sol- 
diers are helping to create “civilised vil- 
lages," placing themselves under local 
party committees — a euphemism for the 
PLA sharing some of the party's propa- 
ganda work in an attempt to convince the 
people that the PLA toes the party's line. 

But the main thrust is directed at build- 
ing a “modernised and regularised revolu- 
tionary army," according to an article by a 
former top PLA leader Yang Yong, pub- 
lished posthumously in January. The les- 
ser importance of the revolutionary aspect 
has been suggested in recent months in a 
spate of reports which routinely highlight 
the view that modern weapons and a 
streamlined organisation are crucial. An 
authoritative treatise by Defence Minister 
Zhang Aiping in a recent issue of the 








Deng: questioned. 





theoretical journal Red Flag focused on 
China's nuclear arsenal and strategic mis- 
siles. 

But Zhang's main message was that it 
was "not realistic or possible" for China 
to "buy defence modernisation from 
abroad." Zhang cautioned: “We must 
soberly see that what can be bought from 
foreign countries will at most be second 
rate." Although he conceded that some 
military technology had to be imported so 
China could model its weaponry on those 
of others, Zhang went on to declare that 





the "fundamental way is to rely on our- 
selves." While this may sound like Maoist 
self-reliance, the Chinese are making a 
virtue out of necessity — the country just 
does not have the resources to spend on 
expensive high-technology armaments. 
"If we go beyond the limits permitted by 
our countrys economy [in procuring 
weapons] the results will be more haste 
and less speed," Zhang concluded. To 
speed up modernisation Peking has re- 
cently created a committee to administer 
research and development in the military 
sector as well as in the defence industries. 
This appears to be a super-cabinet body 
whose activities will be coordinated by the 
State Council and the party's military 
commission. 

Significantly, Zhang's article was pub- 
lished even as Washington continued to 
put out reports that co-production of 
United States-designed arms in China was 
in the works. As if to drive its point home, 
by late March China decided to cancel 
plans to spend £100 million (US$200 mil- 
lion) on British-made Sea Dart missiles 
for its warships. After shopping around 
for arms for several years China, like 
other developing countries, is discovering 
the harsh truth that its needs are many but 
its means are meagre, and whatever 
weapons it could get from advanced coun- 
tries could be quickly ren- 
dered obsolete given the rapid advances 
which are being made in arms technology. 

While Peking will still selectively buy 
arms from the West in the coming years to 
upgrade its antiquated conventional 
weaponry, the real problems of moderni- 
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Education Program offers foreign students the 
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study with career-related paid employment 
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ence. So, it’s education that works. 
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PLA troops on the march; and in the fields: changing image 


sation lie elsewhere. “The Chinese must 
first reorganise their rank-and-command 
structure and professionalise their train- 
ing before they can seriously think of 
sophisticated weapons," a communist 
military attache in Peking told the 
REVIEW. 

It is not surprising, therefore, that mak- 
ing the PLA leaner and younger is one of 
the top priorities of the leadership. Over- 
manning, particularly in staff and garrison 
jobs, is widespread in the armed forces, 
reflecting a phenomenon commonly 
found in other walks of life in China. 
While no official announcement on trim- 
ming the size of the 4 million-plus PLA has 
been made, analysts expect at least a 10% 
reduction in the next five years or so. The 
routine guard duties performed by the 
PLA at government offices and industrial 
installations are slowly being taken over by 
the newly created People's Armed Police 
Force (PAPF), formed by demobilised 
soldiers and former paramilitary forces. 
Many officers and NCOs who have 
reached the level of their incompetence in 
the army could find places in the PAPF. 

Aging, incompetent or politically unre- 
liable officers have been retired since last 
year, though this has been resisted by the 
people concerned. Giving up the perks 


and privileges of office — nurtured by a | 
network of so-called guanxi (personal | 


connections) of holders of power — has 
been hard, particularly for middle-rank- 
ing officers. All the same, some 1,000 of- 
ficers from the general staff, logistics and 
the political departments of the PLA 
headquarters are known to have been re- 
tired since last year. Another 10,000 have 
also been sent home from units in the Pe- 
king area. The toll in the air force has been 
about 1,500, according to the People’s 
Daily. If these figures were to apply to all 
PLA units, some 10-15% of officers and 
NCOs could have been pensioned off last 
year alone. The new superannuation limit 
for divisional-level officers is 50 years of 
age, while that for regimental level is 45. 
“This does not mean there are no divi- 











sional commanders above 50,” cautioned 
a military attache in Peking. “That is only 
a goal.” 

As many of the divisional and higher 
commanders joined the PLA before 1949, 
they are considered to be a privileged set 
who liberated the country. For them, un- 
less they have risen to military district or 
highér commands, the retirement age is 
known to be 60. But because or their old- 
time connections — called lao janyou, 
meaning old comrades in battle — with 
the top brass of the PLA and the central 
party leadership, many have managed to 
hang on to their chairs. 

The worst hit are middle-ranking offi- 
cers retiring at 45 or 50. They can no 
longer get cushy civilian jobs as in the 
past. The heavy praise lavished recently 
on some provinces for doing a good job in 
resettling ex-servicemen points to the prob- 
lem. Concurrently, as soldiering is no longer 
a privileged profession, the PLA is finding 
it difficult to attract enough recruits. 









food is one thing but 
efhents onto the ranks is 
matter. From now 
e PLA will have to 
ilitary academies, 
f practice of promoting 
rate rankers to com- 


officer-cadets is being done from high 
schools on a nationwide basis. Communist 
Youth League activists are being encour- 
aged to join the academies, as are educa- 
tionally qualified men from the rank and 
file. College graduates with special train- 
ing in applied sciences can enter the 
academies quite easily, but there do not 
scem many takers. 

To bolster professionalism in the PLA a 
central conference was held in February- 
March to discuss the rebuilding of the mili- 
tary training institutions in the country. 
Opening the conference, Yang Shangkun, 
vice-chairman of the party's military com- 
mission said that *without a large number 
of younger, better educated and profes- 


sionally competent cadres, there could be 
no modernisation in the military." Yu 
Oiuli, chief political commissar of the 
PLA and a deputy of Yang, laid down the 
criteria for the selection and promotion of 
officers: 

» Drop the practice of concentrating on 
infantry alone, and choose educated men 
from technical corps. 

» Promote educated staff officers to com- 
mand positions instead of only from the 
combat arms. 

» Choose young and competent instruc- 
tors at army schools for active commands. 
» Discard the practice of promotion by 
seniority. Yu advocated the direct promo- 
tion of some outstanding division com- 
manders or commissars to army com- 
mander and commissar. 

In recent months other PLA leaders 
have called on commanders at various 
levels to take responsibility for their jobs 
and make decisions instead of passing the 
buck up the hierarchical ladder. Out-of- 
turn promotions and — for the Chinese 
the daring responsibility system is easier 
talked about than achieved in a rank-rid- 
den institution, though there are no rank 
badges. The reintroduction of uniforms 
with rank insignia has apparently been 
shelved while the structural and profes- 
sional reforms are being carried out. 

Even if the leadership were’ single- 
minded about these reforms it would face 
a formidable task because of the generally 
low level of education in the army as well 
as in the rest of party and government 
machinery. As Yang pointed out, in the 
coming five years all cadres in central 
party and government institutions “should 
at least reach senior middle school level 
culturally, and vocational middle school 
level professionally.” The same criteria 
apply to the army from platoon sergeants 
upwards. While the elite nuclear forces 
fall into a separate category of their own, 
the PLA has a long way to go before it can 
become an educated and professionally 
competent force that can handle modern 
conventional weapons. 
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Excellence is еа п таи consistency sd innovation. 
And daring. 


That dramatic moment when 36 
pairs of hands join together in the midst 
of an azure sky is achieved by people 
inspired by a common purpose to work as 
one. People who work with confidence 
through proven experience. And daring. 

Bankers Trust was recently asked to fi- 
nance a first in world industry—a unique 
floating polyethylene plant. Developed 
and sold by Union Carbide, it was 
built in Japan and floated 14,000 miles 
to South America. 

The necessary Eurodollar financing 


was accomplished by a diverse group of 
Bankers Trust's financial specialists 
from our Loan Syndication, Corporate 
Financial Services and Foreign 
Exchange units. People brought to- 
gether from three continents, guided 
by an experienced relationship 
manager. People inspired by the pur- 


suit of excellence. People with diligence. 


And daring. 

It is their extraordinary performance 
into which our philosophy translates. 
Performance which makes us stand out 
in our industry. And the kind of 


performance which helps make our 
clients first in theirs. 
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over 35 countries. 
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United Airlines announces: Beginning April 3. Beginning May 30.** 


Royal Pacific Service nonstop Tokyo to Seattle and Portland. Hong Kong to Seattle. Daily 
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the U.S.A. We've got the largest Seattle (Sun., Mon., Wed., Kong to Seattle with immediate 
network in America, with Thur., Fri., & Sat.). Plus one connections to New York. 
nearly 1,200 daily flights flight per week to Portland (Tue.). «scireduied inauguration. 


connecting over 100 U.S. cities. 


*Until April 23, only 5 flights per week are scheduled. 


Tokyo- Seattle/Portland and Hong Kong- Seattle schedules are subject to government approval. 


Seattle/Portland ~ Chicago and Seattle- New York are existing domestic flights. 
Partners in travel with 
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All the right connections. 


Only United Airlines can fly 
you from Tokyo or Hong Kong 
to over 100 U.S. cities without 
changing airlines. Royal Pacific 
Service. It’s coming soon. 
United all the way. 
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e Bangkok, Thailand @233-5900-9 ө Hong Kong @226-123/5 e Jakarta, Indonesia 323 707 ex.1934 
e Kaohsiung, Taiwan @238-831 e Kuala Lumpur, Malaysia 2424751 e Manila, Philippines @868051-5 
ө New Delhi, India 386274 ө Osaka, Japan 2445-7341/4 e Seoul, Korea @23-3202 ө Singapore 


360411 e Taipei, Taiwan @581-4111 ө Tokyo, Japan @213-4511 
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ector- of health 
was headlined 


y: Handing; abortion 
i wears H this 


abfuptly stopped their tourist van 
‘outside a Government Health Centre 
з in a roadside village near Корагапа 
: anxiously enquired about the. avail- 
“ability of, Nivaran (abortion) and 
Taambi (Copper-T).. Both the ser- 
«vices were already well-advertised in 
“newspapers. But the question was of 
a foreigner's eligibility. Their offer of. 
handsome was politely refused. 
‘husband-wife were in 
the services. This led'to 
an argument between the American 
lady and an educated woman-patient 
present there: 
American Woman: Perhaps you 
don't know that this costly Taambi is 
manufactured: and. supplied by my 
country. Any woman can easily buy 
this service for about Rs. 1,000 over 
there. 
‘Punjabi: Woman: Perhaps you don’t 
‘know „that every married eligible 
woman: here can get this service not 
only: free of any charge, but with 
some cash incentive also. 
» American’ Woman: It is absolutely 
surprising to hear all this. But the 
Indian women must be paying a lot. 
for purchasing Nivaran and laparos- 
copic tubectomy service. 
Punjabi Woman: No, Thad a laparos- 
соріс tubectomy ` only - yesterday. 
..; Rather, Iwas paid a good cash com- 
“pensation in addition to a top-quality 
service“ and а free two-way con- 
'veyance. Few days back, I had Tree 
Nivaran also. 
|+ American Woman: Had you be: n in 



























































1 Minister of Finance.* 


] over the remote. Falklands, seem both 


| the rooms, with prices (Bed cover, Baht 









pic 
tubectomy and Rs. 2,000 for a Niva- 
ran. 
Punjabi Woman: lt is really shocking 
for me to hear all this.* 
The health and family welfare director 
then apostrophised: 
Punjabi ladies. I thank God and re- 
joice that you : 
are living in a 
welfare state. 
Rush to your 





nearest Civil SERES Del 
Surgeon/Sen- Md 
ior Medical Of- 


ficer. for en- 
cashing your privilege. 9 
@ BUREAUCRACIES — whether in 
India: or South Korea — share many 
characteristics. Seoul has been revising 
its Foreign Investment Law, handing 
some of the functions of the Economic 
: Planning Board over to the minister of fi- 
mance. Mike Bond got hold of the trans- 
lation of the revised version which calls 
: for schizophrenic qualities in the minis- | 
ter: 
*Paragraph 2. The Minister of Finance | 
when granting an authorisation’ under 
the provision of the preceding para- 
graph, shall consult in advance with the 





@ THE British, who whipped them- 
selves up into astate of jingoistic fervour 





Ф TWO readers: : in Bangkok, Chou 
Minh апі: D.C. T. Frewer, both send a 
charming notice given to guests staying 
at Chiang Rai's Wiang Inn Hotel. It lists. 
various movable objects to be found in 





1,000 [US$44]; bath mat, Baht 70; water’ 


nity lives in Liverpo 
prevent a sub-edito 
Daily Post, in a hea 
few items about Hongk« 
the British press recen 
he does not even know w 
is: + 

























Hong Rmo s Chinese conjuring 






of herbal oil; yes. bi 
Ban. Ong: & Co. of 
Malaysia. As ће remarks 
delicacies produced by the mas 
of Wanchai and: Kowloon are 
borse with the 5 раді of 


INSECT STINGS AND B 
CRHEUMATISM AND. SPRAT 












such special arrangements 
I wonder what instruments they p 
ө MURPHY's 


Law is ће ell-est. 


glass, Baht 10; etc.) and advises its.| fol] 





clients: 








will be glad to provide you at the cost prices as listed below : 





The hotel is being refurbished! 
e ANOTHER hotel in Bangkok is 
equally discreet. Guests (only the male 
ones, it would seem) at the Siam Hotel 
are given the following advice: 


» 













Dear Sir, 

According to the Thailand Police 
" Depariment's regulation, we may ask you to 
have your accompanist to make the sign-in 
registration and. please arrange the increment 
SE changing your accommodation status to be 
Jl a double room for another Baht 100., per night. 
Thank you for your kind co-operation. 


> 



















The Hotel Management | 





М any of our souvenir-minded guests are desirons of keeping any item of the suj 
and small articles which we provide for the comfort and convinence of our guests 
during their stay st the Hotel, please infrom the room sitendént, and the Management | 


| look like iter ud 


words “Attention please” a 
the phrase “Thank “yc 
tion,’ 
anything that goes in between. 


there апа don't open again until just 
after you've left. 
» Museums only open when there is т ; 











» It is wise to travel in pairs, so th 
always someone to blame for lea п 
insect repellent at home. ; 
Гат sure readers willbe able’ 
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All banks shut just before you get 



















By Richard Nations 

Washington: Technology transfer has 
ertaken the Taiwan. question as the 
major issue on which the future of Sino- 
merican relations is likely to hinge: But 








onald Reagan is now seriously consider- 
g ^ Peking’s ^ complaints “against 
ashington's policies on restricting high- 
chnology exports, this policy has already 
ised the question of | whéther 
Washington would like to see a modernis- 
ing China achieve superpower status. by 
turn of this century. 
fter his visit to Peking (REVIEW, Feb. 
-United States Secretary of State 
rge Shultz. was: relieved thatthe 
yese leadership ‘did not -press the 
n issue, apart from calling for faith- 
mplementation of last year's August 
communique on reducing arms 
But Shultz was much impressed by 
gy with which all those he met — 
ding elder statesman Deng Xiaoping 
enounced Washington's technology- 
nsfer policy; the Americans gathered 
the Chinese considered the policy 
icious, Liberalisation of high-technol- 
exports, Shultz was told, is the politi- 
of whether the US considers China 
friend of foe. — 
The Chinese shaft was aimed at the 
heart of the contradiction between the 



































shington: The United States has been 
ught seriously off-balance by Japanese 
Prime Minister Yasuhiro Nakasone's re- 
Cent insistence that President. Ronald 
eagan stand firm on the “zero option” — 
е US position at the Geneva. negotia- 
Is. with. the Soviet Union on inter- 
diate-range nuclear weapons. 
one has advanced what amounts to 
sian position as pressure. оп 
hington mounts within the Atlantic 
liance for a- compromise. that could pit 
the ‘security. of Asia against” that. of 
Euro 

US. Secretary of State George. ‘Shultz 
‘fas: assured Nakasone that Washington 
¿would not sacrifice Japan's interests at 
Geneva. But now — weeks after the sec- 
retary's trip to northeast Asia, 
Soviet. deployment. in Siberia of its 5520 
theatre. nuclear missiles. is.-a growing 
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he Chinese regis. American’ policies restricting 
orts of high technology: as capricious 


hile the administration of President 








Reagan administration’s formal. palicy 


© preoccupation — the complications for | 













declaration that itis “in ourinterest to fos- 
тег а strong, secure and friendly China,” 
and China's classification under national 
security controls of the Export Adminis- 
trátion Act (EAA), which was originally 
designed to prevent leakage of high 
technology with military applications to 
the Soviet Union: These bureaucratic obs- 
tacles now hampering the transfer.of high- 
level technology -to . China ™ have 
heightened Peking's suspicions that, es- 
sentially, the Reagan administration still 
views China through the prism of the anti- 
communism of the Cold War. 

There are some grounds for China's ap- 
prehension, even though the White House 
has been pressing to liberalise technology 


. exports to China — a policy first estab- 


lished by the Jimmy Carter administration 


- in 1980. Until Carter normalised relations 
with Peking in 1979, China was lumped to- |. 
gether with the Soviet Union and other 


Warsaw. Pact countries іп Category У 
under regulation: 
Despite rapprochement with Peking, the 





previous administrations.of former presi- | 


dents Richard Nixon and Gerald Ford did 
not differentiate. between China and the 
Soviet Union. However, 
ter treatment in pr 

detente between th 






uperpowers. : 


Political realities were eventually. те- 
flected in the ERR E ione when in 


The threat moves east | 


Washington assures Tokyo that it will not sacrifice 
рап" 's interests at Geneva — but fears run deep 





















the US in attempting to balance the sec- 

urity interests of its Pacific and Atlantic al- 

lies is becoming increasingly apparent. 
Shultz was not prepared for the force 


with which Nakasone. pressed the matter : 


of the SS20s during. his talks in Tokyo. 
While fully endorsing Reagan's proposal 
to eliminate the entire class of theatre nu- 
clear weapons from the arsenals of both 
superpowers, Nakasone: made clear that 
Japan wants a US-Soviet agreement to in- 
clude deep cuts іп the number of SS20s in 
Siberia, currently estimated by the Penta- 
gon at 108. 

- Asia’s interests in the arms-contrel talks 
between the superpowers. have been an 


underlying but dormant issue since the. 


first negotiations began in the early 1970s. 
Three factors have brought them to the 
surface now: 


‚> Attention has intensified i in Europe and 


Washington on the relatively new class of 





governing the EAA. 


Moscow got bet- | by Reag 
2:50 as to promote | then séc 


in T ated; a Category Р 
Although: welcomed in Peking 
-at the time, the gesture reflected the fun- 
damental ambiguity in the bureaucracy’s 
‚ view of China. Category P separated 
China from the Soviet Union and other 
Warsaw Pact nations, but it fell short.of 
classifying China with India, Egypt; In- 
donesia and other so-called friendly coun- 
tries not allied with the US. National sec- 
urity restrictions on exports do nor apply 
to these states. 

Carter ‘wanted to nudge the bureau- 
cracy towards a new treatment of China by 
retaining the national-security restrictions 
but urging that they be liberally applied 
through -directives from the executive 
branch. In ‘essence, this policy was 
adopted by the Reagan administration 
and was formally expressed in the Federal 
Register оп December 29, 1981: “It is in 
our interest to foster a strong, secure and 
friendly China, capable of deterring po- 
“tential aggressors and. contributing to 
peace and stability, and to participate in 
China's ec ic ي‎ ак. 






























Te failure of this compromise, Kowêver, 
M is. illustrated by the now celebrated 
ease of the IBM 4341 computer, which fi- 





nally impressed upon Deng the gravity of 
the technology transfer issue. The US De- 
fence Department's long-standing objec- 
tion to: the sale of this. state-of-the-art 
equipment — which China wanted for 
census j urposes = ‚у Пау ‘overruled 
















sale during his visit to Peking the following 
month. 










theatre nuclear. weapons; the subject of 
current talks in Geneva. In 1977 Moscow 
began: deploying the 5520, a mobile and 
highly.accurate missile which carries three 
independently targeted nuclear warheads. 
The Pentagon estimates its range at 4,400- 
5,000.kms, which allows it.to hit Western 
Europe and Asia, but not the US. In con- 
trast, arms control in the past has focused 
on. strategic arsenals: of intercontinental 
ballistic missiles which the. two superpow- 
ers target primarily against one another. 
» Moscow. has: suggested: that it. is. pre- 
pared to reduce the threat to: Europe by 
moving a number of.SS20 missiles east of 
the Urals where they would increase the 
threat-to Asia. Soviet officials have long 
made such suggestions in private to: Euro- 
pean leaders. But on Јапџагу 18 tlie Ja- 
panese press reported from: West: Ger- 
many that Soviet First: Deputy. Premier 
and Foreign Minister. Andrei Gromyko 
, proposed the transfer of some SS20s to 
‘Siberia as part of a Geneva agreement. On 
March 15 Soviet First Deputy Defence 
Minister Nikolai V. Ogarkov confirmed 
this position in an interview with The New 
York Times. 
» Asian.leaders are increasingly ap- 
prehensive that авад, мн buckie 











However, the computer arrived in 
China nine months after Haig’s visit. The 
transfer had to be formally approved by 
Cocom, the West's inter-government or- 
ganisation overseeing sales of technology 
with military applications to Soviet-bloc 
countries and China. And since the IBM 
4341 is produced in Japan under US li- 
cence, the Pentagon was given a second 
opportunity to delay the transaction by 
objecting to the application from Japan 
for approval of the transfer. “This [objec- 
tion] rang alarm bells in Peking which got 
Deng’s attention,” a US administration 
source said. “It must have appeared that 
either Reagan himself is not in charge of 
his own policy, or he is playing a devious 
game.” 

Consideration is now being given by 
White House staff to a presidential order 
which would sweep away the contradic- 
tion by declaring China exempt from the 
national-security controls of the EAA. 
The act allows the president to review 
each country's status annually and to de- 
termine its category according to "its pre- 
sent and potential relationship to. the 


United States [and] . . . to countries hos- 
tile to the United States." 

But the Pentagon may encourage other 
elements in the bureaucracy to resist a 
change. So far, Secretary of Defence Cas- 
par Weinberger is said to have accepted 
the opinions of Richard Perle, assistant 
secretary for international security policy. 
Perle is leading the technology hawks in a 
campaign to clamp down export controls 
so as to preserve US technological 
superiority, an area considered to be one 
of the last remaining sources of military 
advantage over the Soviet Union. 

Recently, US companies have won con- 
tracts for nearly 75% of the computers fi- 
nanced by the World Bank's education 
project in China. But China — confident it 
can get computers elsewhere, апі wary 
after the IBM debacle — has obliged 
Honeywell, one of the US manufacturers, 
to post a US$24 million bond against per- 
formance on a US$75 million contract, in 
the event of the Pentagon disallowing the 
export licences. 

Under the security provisions, the De- 
fence Department is almost obliged to re- 


Presidents Reagan, Ford, Carter and Nixon: changing times, changing policies. 





under pressure from Europe to strike a 
deal in Geneva at Asia's cost. In 1979 
Nato agreed to pursue a so-called two- 
track policy in seeking agreement to limit 
Moscow's estimated 300 SS20s and older 
forces while countering them with 572 new 
US Pershing 2 and Cruise missiles to be 
deployed in Europe beginning this De- 
cember. At the same time, the anti-nu- 
clear movement in Europe is pressing 
Nato governments to strike a compromise 
in Geneva that would reduce the SS20 
threat to Europe and cancel planned US 
missile deployments. 

Nakasone is the first Asian leader to put 
Asian concerns on the agenda with 
Washington. But he is not alone: there are 
indications that China, South Korea and 
the Philippines are subtly and indirectly 
endorsing his position. The Chinese re- 
portedly did not respond when Shultz 
briefed them on the Geneva talks during 
his Peking visit. But in a subsequent press 
conference, Chinese Foreign Minister Wu 
Xueqian indicated publicly for the first 
time that arms control was among the 
common interests of the US and China. 

Similarly, Japanese officials say that 
they have not consulted. Peking on the 
issue. But following a visit to Peking by 
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Nakasone's personal representative, 
Susumu Nikaido, the Chinese Foreign 
Ministry issued a press statement on 
March 8 declaring that shifting “SS20s 
from one area to another can by no means 
reduce the threat to Europe, but aggra- 
vate the threat to the Far East and Asia." 
Officials from South Korea and the Philip- 
pines — the other two countries hosting 
US military facilities in the Pacific — pri- 
vately endorse Japan's position and 
applaud Nakasone for bringing the matter 
directly to Washington's attention. 


Following the Shultz trip to Asia, Wash- 
ington nailed Nakasone’s theses to 
the cathedral door. On February 22 
Reagan announced a fourth principle fora 
nuclear weapons ‘agreement with the 
Soviet Union: “Soviet proposals which 
had the effect of shifting the threat from 
Europe to Asia cannot be considered rea- 
sonable.” Reagan’s other three conditions 
are equality of rights and limits on inter- 
mediate-range weapons, exclusion of the 
strategic systems of Britain and France, 
and effective verification procedures. 
Shultz also referred to the SS20 threat 
to Asia twice in his first major Asian po- 
licy speech, delivered in San Francisco on 


py 


commend against sales of technology 


the hardliners have enforced the letter of 
the law, ostensibly on the grounds of gen- 
eral principle. But the law obscures a 
deeper issue currently debated not only i in 
the Pentagon, but also the State Depart- 

ment: whether the US should vigorously 
promote China’s economic modernisation 
since this will inevitably promote military 
modernisation. The core of dual-use 
technologies — semiconductor manufac- 
turing and general-use computers — is es- 
sential to the guidance systems and 
miniaturisation which are critical to mod- 
ern missile and nuclear weaponry. 

China has developed an ICBM capabil- 
ity which puts not only Moscow but also 
the Western half of the US within range of 
its missiles. This capability has caused 
some to ask to what degree Washington 
believes that China's current strategic 
orientation will parallel its own at the turn 
of the century when Peking's nuclear 
punch will certainly be one to reckon with 
— particularly if access is given to Ameri- 
can semiconductor technology. u 


March 5. “Nakasone woke us up,” an ad- 
ministration official commented. "The 
arms-control issue has come of age in Asia 
and we've got no choice but to deal with 
it." 

But the Reagan speech was also in- 
tended to signal flexibility on the so-called 
zero option — flexibility desired by Euro- 
pean leaders eager to break the deadlock 
in Geneva. And Japanese officials here 
point out that both Reagan and Shultz em- 
phasised their commitment to preventing 
Moscow from shifting the "threat" rather 
than the SS20s themselves from west to 
east. "Threat is subjective, while missiles 
are something you count," a Japanese 
source commented. Whether the adminis- 
tration “is trying to prepare the ground 
later to argue that some shift of missiles to 
Asia тау be consistent with even a di- 
minished threat, if combined with an 
agreement on future ceilings, is something 
we will simply have to wait and see," the 
official added. 

This comment emphasises the dilemma 
Washington faces in the complex issues 
behind the Geneva negotiations. The zero 
option would square European and Asian 
security interests by eliminating all the 
SS20s together with the Soviets' older 
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cials admit privately that this is an opening 
tion that will have to be compromised 


if serious negotiations get under way. 


Moreover, the China factor is an un- 
avoidable obstacle which will eventually 
have to be taken into account. At present 
Washington argues that SS20s are a threat 
to Europe even if deployed east of the 
Urals because they are mobile. This 
rationalises Reagan's proposal, which of- 
fers to forgo US deployments in Europe in 
return for an elimination of the Soviets' in- 
termediate-range warheads, not only in 
Europe but in Asia also. 

But former officials of the Arms Con- 
trol and Disarmament Agency point out 
that US intelligence has long understood 
that the SS20s in eastern Siberia are not in 
excess of what the Soviets require to cover 
what they consider the threat from China. 
China is now believed to have 12 ICBMs 
that can reach Moscow, plus other inter- 
mediate- and medium-range nuclear 
warheads. While pursuing normalisation 
talks with Peking, Moscow is less inclined 

о make an issue of a threat from China. 

ut in Salt 1 Moscow demanded that 
Washington allow compensation in limit- 
ing its ICBMs to cover China. Officials 
hére now expect that Moscow will not ac- 
cept deep cuts in its Asian arsenal or rigid 
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ceilings if China is left out of anagreement 
and thus can pursue an unrestrained nu- 
clear build-up. A 

There is a parallel with the national ar- 
senals of Britain and France: both have 
nuclear weapons capable of striking the 
Soviet heartland but are nonetheless not 
under Nato authority or US command. So 
far the US has refused to accept Soviet 
leader Yuri Andropov’s proposal that 
Moscow’s medium-range forces in Europe 
be reduced to the level of British and 


The rebels rally round 


Calls for regional cooperation mark the rise of state power 
in the wake of recent election losses by the Congress party 


By Mohan Ram 

New Delhi: The concentration of power in 
New Delhi over the years has long been 
eroding India’s limited federalism, thus 
inviting a backlash of demands for greater 
State autonomy and even calls for seces- 
sionist movements. But Prime Minister 
Indira Gandhi's Congress party now has 
more reason to be alarmed. Chief minis- 
ters of four southern states have met to 
form a council for regional cooperation 
and also to demand a better deal from the 
capital. 

Congress leaders were quick to see a 
dangerous portent in this move, interpret- 
ing it as an anti-national and extra-con- 
stitutional challenge to India's unity. It 
was also seen as an attempt to force a 
north-south confrontation in India in the 
guise of regional cooperation in the south. 
It was therefore also viewed as a challenge 
to Mrs Gandhi's authority as the nation's 
leader. 

As if to blunt the southern offensive, 
Mrs Gandhi has announced a commission 
to review federal-state relations within the 
existing constitutional framework, which 
dates back to 1950. What is emerging, 
however, is a new era of federalism in 
India. The entire south, which was still 
under the Congress control in 1977, when 
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the rest of the country voted against the 
ruling party, is now effectively lost to Mrs 
Gandhi. 

Before India's partition from Pakistan 
and independence in August 1947, the 
Congress, which led the independence 
movement, had favoured a federal system 
with only a minimum role for the centre, 
limited chiefly to external affairs, defence 
and communications. The Congress was 
anxious to accommodate both the Mus- 
lims, who were demanding a religious 
state in Pakistan, and the princely states 
that were not part of India. 

But when partition became inevitable 
and the princely states had acceded to 
either India or Pakistan, party thinking 
swung to: the other extreme. The trauma 
of partition marked by religious strife and 
virtual exchange of populations helped 
this swing. A constituent assembly, indi- 
rectly elected on the basis of a limited 
franchise, drafted the current constitu- 
tion, which is federal in form but weighted 
in favour of the centre. 

After the first adult-franchise elections 
in 1952, the Congress was still unchal- 
lenged. Despite India's cultural diversity 
and regional economic disparities, the 
federal system worked smoothly. Inter- 
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7] French forces (while 
maintaining current 
levels in East Asia) in 
return for cancellation 
of Nato plans to deploy 
US missiles this De- 
cember. 

The problem of na- 
tional nuclear arsenals 
in Europe is viewed by 
many officials as the 
most politically vexing 
issue in the debate on 
the intermediate-range 
weapons, and China 
only complicates it 
further. “Whether and 
when the China factor 
surfaces will probably 
depend very much on 
the course of Sino-»oviet talks," an offi- 
cial commented. “But China is nonethe- 
less a silent participant at the table in 
Geneva." 

Moscow has recently focused attention 
on the Reagan administration's plans to 
deploy Cruise missiles capable of carrying 
nuclear warheads in the Pacific, beginning 
in June 1984. According to a State Depart- 
ment source, Soviet officials have recently 
floated the idea of Asian negotiations on 
intermediate-range weapons involving the 


state and federal-state conflicts were few 
and wereresolved through informal media- 
tion by the ruling party and its prime 
minister, Jawaharlal Nehru. The constitu- 
tion did not come under strain except 
when communists ruled Kerala state for 
28 months in the late 1950s and tried to 
force a confrontation with the centre. 

Mrs Gandhi became prime minister in 
early 1966. But her party lost half the 
states at the 1967 elections and her par- 
liamentary majority was reduced. In 1977 
her party's 30-year power monopoly 
ended. It ruled just one of India's 22 states 
until it was returned in 1980. With the 
Congress again in power in New Delhi and 
in all the states, encroachment on the ad- 
ministrative and financial autonomy of the 
states went unnoticed and unchallenged. 
But now that the Congress has lost several 
states and strong regional parties have 
emerged, the issue of federal-state rela- 
tions has again come to the fore. 


Ti communists, who won West Bengal 
in 1977 and Tripura in 1978 and have re- 
tained power at subsequent elections, 
have been demanding more powers for 
the states. The Sikh political party Akali 
Dal, which dominated the coalition in 
Punjab during 1977-79, has been demand- 
ing a review of federal-state relations as 
one of its main challenges to New Delhi's 
authority. Jammu and Kashmir, subject of 
an India-Pakistan dispute since 1947, was 
assured a special degree of autonomy. But 
it feels New Delhi has been nibbling away 
at this. Jammu and Kashmir has been 
ruled by the regional National Conference 
party whenever a fair election was held. 
But the challenge from the south looks 
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SS20s аге eM O the increas- 


ing threat of US nuclear weapons in Asia 
and the Pacific. 


he Geneva talks have already fore- 

shadowed the type of formula many 
officials here think will be the basis of a 
final agreement if one is reached. Last 
July Paul Nitze and Yuli Kvitsinsky, the 
chief US and Soviet negotiators in 
Geneva, reached a “private” agreement 
based on substantial cuts in Europe and a 
freeze in Asia. It allowed the US to deploy 
a limited number of Cruise missiles to 
match the proposed Soyiet ceilings in 
Europe. This was rejected by the Reagan 
administration — not because it failed to 
secure deep cuts in East Asia, but because 
it did not permit the US to deploy the 
Pershing 2, Unlike the slower and less ac- 
curate Cruise, the Pershing 2 is a precision 
ballistic missile that threatens Soviet mili- 
tary targets and missile silos, and can 
reach its target in a matter of minutes. 

US officials close to the Geneva talks 
fear that Moscow will play Washington's 
Asian interests against the Pentagon’s 
commitment to this superior weapon. 
Moscow may only accept cuts in its East 
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cow's SS20s are thought to be in a “swing 
zone” west of Novosibirsk in southwest 
Siberia, where they can be targeted 
against either Europe or Asia. Some of 
the SS20s in the swing zone could be 
moved east of 85 degrees longitude and 
thus out of range of Europe. But this could 
still allow both Washington and Moscow 
to argue that while there may be more mis- 
siles in East Asia, the “threat” to Asia has 
not increased in terms of the number of 
warheads targeting China, 

Such proposals have not yet been put 
forward, nor does Washington expect 
serious negotiations until after the US be- 
gins deployment in December of medium- 
range missiles. But this type of formula is 
advanced to illustrate the sort of hard 
strategic calculations that may shape an 
agreement — and which is likely to be 
viewed in Asia as a sacrifice of its interests 
out of greater concern for European sec- 
urity. “It’s a can of worms," an adminis- 
tration source commented. “One way or 
another, we simply have to ease Nakasone 
off this position" of urging the US to se- 
cure significant reductions in Soviet SS20s 
in East Asia. — RICHARD NATIONS 


nataka, a coalition of the Kranti Ranga, a 
local party, and the opposition Janata 
Party won power, It has a strong regional 
slant. Its chief minister took the initiative 
for the southern council. Kerala, the only 
other southern state, has swung between 
coalitions led by communists or the Con- 
gress. At present it is ruled by a Congress- 
led coalition. 

No single party can hope to replace the 
Congress in all the states or in New Delhi. 
But the populous Hindi heartland (the 
power base of every prime minister except 
Morarji Desai in 1977-79) is still a Con- 
gress stronghold. This region, by virtue of 
its sheer size, has dominated politics in 
New Delhi. The peripheral states fear 
that this region is trying to impose its will 
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onventional descriptions of North 

Korea's policies towards the Soviet 
Union and China usually imply that they 
are of essential equidistance, marked by 
periodic tilts towards one side or the 
other. This idea is frequently driven home 
with images of a "balancing act," or of 
Pyongyang *walking the tightrope," all of 
which contributes to a somewhat mechan- 
ical picture of perennial shifting, expe- 
diency and fragility — if not outright 
danger. At the same time little space is de- 
voted to the very real opportunities which 
this basic situation might provide. Natur- 
ally enough, such appraisals reveal some 
rather important weaknesses as the full 
complexities of North Korea's position 
are brought into sharper focus. 

First, it is simplistic to imply a basic po- 
larity to the Soviet Union and China when 
both countries differ vastly and have dif- 
fering impacts on North Korea. The 
Soviet Union is an unevenly developed 
European global power which created the 
North Korean state but for whom a North 
Korean client-state has largely become a 
strategic irrelevancy. It has chosen not to 
keep North Korea under its thumb but to 
maintain substantial influence through 
economic assistance. This has meant that 
racial, cultural and, increasingly, political 
differences have been given good play, 
leading to a considerable distancing in re- 
lations over the years. Taken all in all, this 
is natural and understandable and not at 
all uncomfortable for the Soviet Union. If 
it were, Moscow would never have al- 
lowed it to happen. 

China, on the other hand, is a develop- 
ing Asian regional power with a long his- 
tory of political and cultural influence- 
cum-interference in the Korean penin- 
sula. This is not simply a traditional re- 
lationship, for North Korean President 
Kim 11 Sung and most of the older mem- 
bers of his country's leadership circle 
spent much of the 1930s as members of the 
Chinese Communist Party. Also China 
demonstrated dramatically during the Ko- 
rean War that a friendly North Korea was 
considered essential to the security of 
China itself and still ritually trots out the 
"lips and teeth" metaphor to drive this 
point home. This abiding strategic interest 
has played a key role in China's steady 
move from an initial, spectator stance to a 
position of pre-eminence in North Korea 
as the outside power most needing — and 
prepared — to support North Korea in the 
manner sought. 

By reason of strategic necessity and in- 
nate political affinity, this too is natural 
and understandable. The net result is a set 
of factors drawing the Soviet Union away 
from North Korea and another set draw- 
ing China into North Korea. It seems plain 
that images of equidistance or polarity 
tend to submerge these basic movements, 





and that Moscow and Peking present dis- 
tinctly different dangers and possibilities 
to Pyongyang which require analysis on 
their own merits — rather than reduction 
to preconceived patterns. 

The same applies to the conception of 
periodic tilts, and two important sources 
of North Korean motivation, obscured by 
such terminology, constitute two further 
shortcomings of conventional analysis. 

When we talk of tilts, we run the risk of 
reducing decision-making to an almost 
mechanical process, whereby relations 
with the Soviet Union and China are so 
closely inter-related that actions involving 
the one necessarily require counter-ac- 
tions with regard to the other. This model 
obviously had a great deal more relevance 
in the early days of the Sino-Soviet split 
when smaller communist states were very 
often placed on the spot — Albania, for 
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example. However, not only have these 
days long passed, but relations with frater- 
nal states also no longer monopolise 
North Korea's foreign outlook now that it 
is a member of the non-aligned move- 
ment. A much greater diversity of motive 
now underlies North. Korean decision- 
making and it seems unworthy to dismiss 
this diversity with the term tilt. 


T? begin with, North Korea is a small 
country, weak in all domains except con- 
ventional military power. Consequently, 
it is frequently not the initiator of tilts but 
the butt of policies issuing from domestic 
ideological concerns in the Soviet Union 
and China. Political processes such as 
Nikita Khrushchev's de-Stalinisation cam- 
paign, the Chinese Cultural Revolution 
and de-Maoification in China have all had 
their spin-offs in direct, almost bullying 
criticism of North Korean affairs, causing 
North Korea to engage in a little deflective 
footwork. 






gap between lips and teeth 


A more basic and important example of 
North Korea as the non-initiator was seen 
in 1982 when policy shifts in other, more 
central areas of Chinese foreign policy — 
dissatisfaction with the United States and 
renewed appreciation of the advantages of 
a managed thaw with the Soviet Union — 
resulted in enhanced Sino-North Korean 
intimacy. This was evidenced by an up- 
grading of Chinese military aid and inter- 
ruptions to unofficial South Korea-China 
trade. Whatever North Korea did or did 
not want out of the deal was of peripheral 
importance compared to the Chinese in- 
tention — we must assume — to let it be 
known that it has cards to play in Korea 
should the US remain unhelpful on 
Taiwan and trade matters. 

The second form of motivation fre- 
quently overlooked by analysts is basic 
principle. As a Marxist-derived state en- 
joying fraternal relations in differing de- 
grees of cordiality with the world's com- 
munist parties, Pyongyang often feels the 
need to adopt positions, not from pure 
expediency, but from a calculated desire 
to see its own party line promoted interna- 
tionally. 

In this manner, it would be misleading 
to view its criticism of Vietnam over the 
invasion of Cambodia and its qualified ac- 
ceptance of Soviet intervention in Af- 
ghanistan as a balancing of pro-Chinese 
and pro-Soviet gestures. Rather, its posi- 
tion can be understood better with refer- 
ence to the widely held perception 
(though mainly in communist circles) that 
in the case of Cambodia, constituted party 
rule was overthrown, whereas in the latter 
it was restored. 

A’ further recent example of this type of 
motivation came with its expressions of 
support for the Polish military regime, for 
this was indeed a reflection of its own very 
fundamentalist attitudes towards liberali- 
sation in the domestic sphere. 

This category of motivation constitutes 
what might be termed overlays to the basic 
features of North Korean policy towards 
China and the Soviet Union. They cannot 
be reduced to the tilt formula with any 
great satisfaction. They require analysis to 
show the extent to which North Korea ге- 
ally does make decisions with its two large 
neighbours in mind. For perhaps here is 
the single most important disservice of the 
generalist approach — the obfuscation of 
the very real autonomy opened up to 
North Korea by Sino-Soviet rivalry and its 
various spin-offs. 

This autonomy results essentially from 
the tendency of the Chinese and Soviet in- 
fluences to cancel each other out. Before 
the Sino-Soviet split, North Korea had 
much to fear from Moscow’s interference 
and in 1956 a celebrated joint intervention 
took place in an endeavour to curb the 
severity of one of Kim’s party purges. 
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work on China. 


. The first limitation is one already 
suggested, that Chinese influence in 


North Korea needs to find accommoda- 
tion with Soviet desires. The only effective 
approach would be a joint one such as in 
1956, and that is inconceivable. When 
China has. made substantial and public 
criticism of North Korea it has been an ill- 
tempered spin-off of domestic campaigns, 
and not a considered exercise of policy. In 
the aftermath of these bouts China has 
gone to painstaking lengths to soothe 
North Korean feelings. 

Furthermore, counsels of restraint are 
by definition counsels to turn aside from 
the direct pursuit of unification, by force if 
ag and as such they run contrary to 
the deepest desires and instincts of the 
North. This is unreasonable to expect any- 
thing less than subliminal caution on the 
cub of Peking in urging such courses. That 

orth Korea is a border state of China and 
China's only fraternal Asian ally are 
further reasons for the pains China takes 
to mollify it, and for the limits thus placed 
on counsel and criticism. 

These limitations are fairly stringent. 
China is most likely content to assume that 
war will not break out rather than move 
actively to lessen its likelihood. Here its 
final limitation is revealed — the crucial 
difference between what China thinks it 
can control and what in fact it can control. 


hat China presumably thinks it can 

control is the outbreak of war, but what 
it can in fact control is the subsequent course 
of the war (for example, by refusing resup- 
ply). Out of its power is the actual decision 
to go to war and the first Northern contact 
with American and South Korean forces. 
For North Korea — the arch-exponent of 
the triumph of the will — the gamble re- 
mains there to be taken. If North Koreans 
are indeed lips to China's teeth, China will 
have to bail them out in the event of war, 
however unwillingly and however much it 
hopes thíngs will never come to that. In 
this manner, then, China's "restraining 
hand" is essentially a peacetime policy 
that might not survive the first shots of 
battle. 

In summary, it is misleading to concen- 
trate on the equidistance-tilts formula to 
evaluate North Korea's policy towards the 
Soviet Union and China. This loses sight 
of the uniqueness of both these countries” 
impact on North Korea and heavily under- 
plays the much closer affinity that has 
existed between North Korea and China 
since the late 1960s. 

Similarly, it is important to include in 
any formula an awareness of the oppor- 
tunities as well as the dangers which Sino- 
Soviet rivalry poses for North Korea, as 
well as an awareness of the very real limi- 
tations imposed on either of these two 
countries, should they seek to counsel 
moderation on the North. This is espec- 
ially true in China's case, and it is danger- 
ous — to put it mildly — to throw such a 
tendentious factor as an effective Chinese 
counsel-of-restraint on to the scales 
against a resumption of conflict. 
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o Australia — under new Labor 

Defence Minister Gordon Scholes 
(surely Teutonic descent) — will scuttle 
the former flagship of the Royal Austra- 
lian Navy, HMAS Melbourne, and will 
offer no aircraft-carrier replacement. 
Australia will then have no seaborne air- 
strike capacity. And there is even specu- 
lation over whether Prime Minister Bob 
Hawke's new government will go ahead 
with the: Malcolm Fraser government's 
programme for vital submarine con- 
struction. 

This Aussie submarine plan — ге- 
calling how Japanese submarines tor- 
pedoed ships in Sydney harbour in 1941 
— would coincide appropriately with the 
operations, still primly non-belligerent, 
of a Soviet fleet in the Indian Ocean, 
about 200 nautical miles southwest of the 
Australian Cocos Islands. The Russkies 
had a fleet of naval ships and scientific 
vessels there, apparently waiting for a 
missile splashdown. RAAF planes and 





Hawke; Whitlam: a helpful alliance. 


an RAN ship had been monitoring (he 
Soviet fleet. 

The RAN submarine project (how 
long will Hawke tolerate use of that 
"Royal" genuflection?) would, if it 
goes ahead, involve capitalist coopera- 
tion between Australian builders and 
immediate foreign designers of a new 
type of diesel-electric submarine to re- 
place in the 1990s the RAN's existing 
Oberon-class subs. 

None of my barefoot spies in Can- 
berra can yet tell me confidently how 
many submarines Australia has been 
planning to build, but it is known that in- 
vitations for initial rival tenders have 
been given to the following overseas 
companies: 

» France: Directions Techniques des 
Constructions Navales (designer), with 
Dubigeon-Normandie (builder). 

» West Germany: Ingenieur Kontor 
Lubeck (designer), with Howaltswerke- 
Deutsch Werft (builder); Thyesen 
Nordseewerke (designer and builder). 

» Italy: Cantieri Navali Riuniti 
(builder). 


» Netherlands: United Shipbuilder 


Bureaux (designer), with Rijn-Schelde- 
Verolme (builder). 

» Sweden: Kockums (designer and 
builder). 

» Britain: Vickers Shipbuilding and En- 
gineering (builder); Ministry of Defence 
(designer). 

It will be noted that the Netherlands' 
position in the running might well be af- 
fected by the agreement by shipbuilders 
Rijn-Schelde- Verolme (reportedly suf- 
fering financial difficulties) to provide 
two submarines for Taiwan — to the 
rage of Peking. There are current re-. 
ports that Taiwan may now move in 
quietly and take control of the company. 

Perhaps punters — given this list of 
starters — would now like to back their 
fancy. I must admit that, as normally a 
non-submarine-builder, I am impress- 
ed by the Pommy connection between 
Vickers and the Ministry of Defence. 
And it is to be hoped that the dovish 
Hawke does not scratch the whole race. 
Going aloft peacefully from 
3 the seabed — but still Down 
а Under — Australia will spend 
= A$6.25 million (US$5.4 mil- 
{ lion) in two discreet opera- 

tions to help Malaysia and In- 
donesia produce essential 
maps for development and de- 
fence purposes. These map- 
ping operations, conducted by 
an RAAF squadron, have al- 
ready photographed Peninsu- 
lar Malaysia and will later film 
Sabah and Sarawak. Thè sur- 
vey over Indonesia will even- 
tually air-map 90 islands off 
the west coast of Sumatra and 
in the South China Sea. 

While Peking may brood over this 
pragmatic and essential connection be- 
tween Australia and Asean, Premier 
Zhao Ziyang will be visiting Australia in 
April — in response to an invitation by 
Fraser, when he visited China in August 
last year. 

Surely, however, Zhao would applaud 
any plan to develop Australia's sub- 
marine defence against the Soviet 
Union. 

Zhao's visit comes 10 years after the 
historic visit of former Labor prime 
minister Gough Whitlam to Peking to set 
the seal on diplomatic relations between 
Australia and China. Zhao will extend 
his Aussie visit to New Zealand. Maybe 
he wonders — like so many Asian lead- 
ers — why Australia and New Zealand 
have not united as one country. 

Giant Whitlam, looking well and 
happy, passed silently through Hong- 
kong recently with his charming wife to 
meet Hawke by special invitation. A 
quick and helpful alliance between the 
former and present Labor prime minis- 
ters is certain. Australia will benefit. 
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HILTON INTERNATIONAL 


Adi о: а аге. 0 Se eee aa Cor RR LS 
Freshness. That's our secret. Fresh food, appealing surroundings and a brisk 
approach to your business needs. ‘Twenty years of experience in Asia/Pacific 
have taught us how to keep the ancient art of hospitality forever new. 

Share it when you stay with us in: 


BANGKOK (September) KUALA LUMPUR SINGAPORE 
HONG KONG MANILA TAIPEI 
JAKARTA SEOUL (July) TOKYO 


Call your travel agent, any Hilton International hotel, or Hilton Reservation Service: 
In Bangkok, call 2523622; Guam, 646-7912; Hong Kong, 5-233111; Jakarta, 583051-65; 
Kuala Lumpur, 422122; Manila, 597415; Okinawa, (09893) 5-3311; Osaka, (06) 341-6801; 
Seoul, 778-1351; Singapore, 7371900; Taipei, 331-5324; Tokyo, (03) 213-4053. 











WHERE THE WORLD IS АГ HOME 





А 90) second solution to 
a 500 year old problem 





Fora closer look at the world of Alfa-Laval, please write to: 


Public Affairs Group Staff, Alfa-Laval AB, PO Box 500, S-147 00 Tumba, Sweden. 


Ese Cheddar is one of the world’s most 
popular and delicious cheeses—but it is also one 
of the most time-consuming and complicated to 
produce, traditionally involving a day-long process of й 
preparation, fermentation, pressing and shaping 
before the finished cheese is ready to mature. 
Alfa-Laval have changed all that—by a 


revolutionary process which cuts down the entire 

















The growing world of Alfa-Laval 
Alfa-Laval employs 18,000 people in 
35 countries and its annual turnover of 
USS1,100 million ( a 1396 increase over 1981) 
represents 10 consecutive years of growth. 
8796 of this turnover was derived from sales 
outside Sweden. Over the past five years, 
dividend growth rate has averaged 11.196. 
Today Alfa-Laval's products and processes are 
solving problems in 125 countries and in over 
170 industries — from energy production, 
environmental control and food processing to 
resource recovery, agriculture and chemical 
engineering. 


















NA. operation to just six hours and turns out 
Ж, a full finished Cheddar every 90 seconds—ready to mature and 
/ ^" every bit as good as the hand-made version. 
How do we do it? By combining 500 years of 
traditional Somerset cheese-making experience with 
LA up-to-the-minute technology. The result is Alf£-O-Matic: 
the first ever fully automatic, continuous Cheddar 
process, originated by Alfa-Laval and now ready for use 
throughout the world. 
JA »: In a world where half the cheese of the "hard" 
2 1) variety produced and consumed is Cheddar, this is a very 
significant development. 

But it is just one example of our innovative approach 
to business. We don't expect 
the world to come to us- 
instead we go out to the world 
with new and often daring 
applications for our well- 
proven product lines. That way 
we can open up new markets 
that other companies only 

dream about. 
And we do. 


ОС ALFA-LAVAL 


Europe: Americas - Middle East - Africa - Asia - Australasia 
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100 YEARS 100 YEARS 
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VALIN POLLEN, LONI 


Creating new markets from great ideas. 






Household appliances 18 written with а “Z” 


Every single working day 16,000 domestic appliances roll off 
our production lines. 

Bound for kitchens anywhere in 111 countries. 
Because we are Europe’s biggest manufacturer of domestic 
appliances ...and its most innovative. 

Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
To bring you technology you can really feel at home with. 
Because Z is for Zanussi. 





ZANUSSI 


people working for people 


Industrie Zanussi spa 
O. Box n. 218 - 33170 Pordenone (Italy) 
Tel. (0434) Pm Telex 450363 - Cables: Zanussi spa Pordenone 










The poet and 
the x. 


ter DN by Stephen Spender and 
. Thames and Hudson. 
eO. (uss ). 


IT is a little difficult to understand at 
whom this book is aimed — admirers of 
poet and writer Stephen Spender or fans 
oT painter David Hockney. With an age 
difference of 30 years between the co- 
authors, they make an odd couple. 

This slim, lavishly illustrated volume is 
a personal account of a three-week guided 
tour of China which the two made to- 
gether in 1981; it is a diary and not, as one 
might have expected or hoped from Spen- 
der, an analysis. 

In the past Spender's political writings 
have included an interesting examination 
of the motives of revolutionaries and reac- 
tionaries. He lived and worked as a poet in 
the turbulent" 1930s when writers in 
Europe were under moral pressure to take 

a political stand, and he not only witnessed 
but personally experienced the dangers in- 
herent in ideological commitment — in his 
case, to communism. 

Hockney, undisputedly one of the most 
original of contemporary artists, is totally 
uninterested in politics, believing that all 
is in the imagination. He is the sort of art- 
ist who, had he been Chinese, would have 
been lucky to have survived the Cultural 
Revolution. 

However, neither he nor Spender had 
any intention of being provocative during 
their trip. In the brief, tantalising ex- 
changes they had with young Chinese 
poets and painters — who are obliged to 





conform to party dictates — they re- 
mained remarkably reticent, perhaps too 
much so. 

Tiresome as political arguments can be, 
one feels they could have dropped a few 
salutary crumbs of food for pro-indi- 
vidualistic thought behind them. For there 
is surely a parallel between the intellectual 
dilemma of China’s young artists and 
those writers and poets of the 1930s who 
were Spender's contemporaries. Perha 
50 years on, Spender is above politics. 
Yet, as this diary shows, he retains his ad- 
mirable balance, and mixes anti-com- 
munist asides with sympathetic under- 
standing of China’s problems. 

Hockney, who had hoped to illustrate 
the book largely with his paintings, found 
that the pace set by the guide left him little 
time to paint. He was forced to fall back 
on the camera. The photographs are 
numerous and pleasing, but, while 
Hockney is an outstanding artist, he is not 
an outstanding photographer. Therefore 
Hockney’s fans may be a little disap- 
pointed. However, for those who enjoy 
following an artist’s evolution, his water- 


Spender by Hockney; Hockney by Spender: a stylistic departure. 





colour illustrations show a synthesis of 
Western contemporary art and the intui- 
tive Chinese approach which expresses, in 
a few swift lines, the essence of the sub- 
ject. This is a stylistic departure for 
Hockney. 

After a rather flat getaway, the book 
gains momentum on the final lap when 
Hockney views the beautiful scenery of 
Guilin and is inspired to paint two memor- 
able watercolours. But, by then, it seems 
too late: ahead lie Canton and Hongkong. 
Yet all is not lost, for we are bound 
to see the influence of this voyage on 
Hockney's future work when he has had 
time to assimilate his impressions. 

Perhaps the encounter which delighted 
Hockney most, as it will readers, was his 
meeting with a child painter. The boy was 
sulky and reluctant on being asked to 
paint to order for the visitors. Then 
Hockney offered him some crayons and 
gave him a lesson in technique. Recognis- 
ing a fellow artist, the boy clasped 
Hockney's hands with joy and, with great 
eagerness, began to draw. 

— WENDY FORDYCE 





HISTORY 


From bonny Scotlands shores . . . 


The Emigrant Scots by Michael Brander. 
Constable. £8.95 (US$13.50). 


THIS book might well have been sub- 
titled The Dispossessed, for sometimes it 
reads like a list of horror stories: starva- 
tion, plague, war, forced emigration, the 
Highland Clearances, inter-tribal warfare 
and transportation to colonial prisons. 
And throughout there is always tlie hint of 
deep resentment towards the English. 
The Scots, though, have many pluses 
besides football, whisky, the kilt and the 
bagpipes. There was a host of engineers 
who took their skills to the far-flung out- 
posts of the British Empire. There were 
clutches of clerics and missionaries of ter- 
rifying zeal who preached the Gospel and 
righteousness from Africa to China. 
There was a long line of mad but quite 
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astonishing soldiers, followed by legions 
of Scottish doctors who left the banks and 
braes to tend wounds and amputate limbs. 
Explorers by the boatload left the country 
never to return, men like David 
Livingstone and Mungo Park. Scientists 
and inventors of Scots descent are numer- 
ous — though why Brander does not men- 
tion Alexander Graham Bell is a wonder. 

Scotland has supplied the world with its 
fair share of bankers, lawyers and politi- 
cians. Robert Menzies, prime minister of 
Australia in the 1950s, was the grandson 
of Scottish emigrants, and seven members 
of his cabinet were of Scots descent. Sir 
John Kerr, who as governor-general of 
Australia in 1975 dismissed Gough Whit- 
lam's government, is of Scottish descent as 
was the man who succeeded Whitlam, 
Malcolm Fraser. 


But in this book too much space is given 
over to figures, lists of names, titles, wars, 
and sums of money. There is little room 
for Brander's turgid prose to begin to de- 
velop the characters in his narrative. 
There is a lot of bone and not much 
flesh. 

Brander pays only lip service to the 
achievement of the Scots as writers and 
artists. He does mention a few of Scottish 
descent, like Dame Nellie Melba, the 
opera singer, but he by no means manages 
to capture the real achievement of artists 
of Scots descent, and it is quite an extra- 
ordinary one. 

In a shallow way, Brander does manage 
to tell us about the Scots and their tre- 
mendous courage and integrity in the face 
of horrendous problems. But he has left 
out so many well-known figures and. 
played down certain aspects of Scottish 
nature that to include them would have 
meant a book three times the length. 

— IAN FINDLA Y 
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By Guy Sacerdoti 

Manila: Just a month after the board of 
the International Monetary Fund ap- 
proved a long-negotiated package of 503 
million special drawing rights, or SDRs 
(US$548 million), for financing the Philip- 
pines' large balance-of-payments deficit, 
IMF Asian Department director Tun Thin 
was back in Manila seeking reassurances 


_ from President Ferdinand Marcos that he 
_ would stick to the tough conditions ac- 
. companying the programme. 


Before the all-important review of per- 


formance criteria in June, Marcos will face 


a number of test cases which will show 
whether Manila has both the economic 
capability and the essential political will to 
swallow the bitter, though necessary, pre- 


'scribed economic medicine. If the results 


are negative, the undisbursed portion of 
the IMF facilities will be withdrawn. 

.For now, neither the IMF nor the gov- 
ernment believes that will happen. But the 


fragility of Philippine economic indi- 


cators, the attractiveness of two particular 


` foreign-loan opportunities and the burden 
of government spending for corporate 


bail-outs could easily push three of the 
most critical IMF targets out of reach. 
The two IMF facilities approved in Feb- 


` ruary were ап SDRs 188 million Compen- 
‘satory Financing Facility (CFF) апа a 


SDRs 315 million standby credit. CFFs 
are immediately disbursable loans ex- 
tended to countries facing balance-of-pay- 
ments difficulties because of shortfalls in 
export revenues resulting from external 
economic factors. The one-year standby 
loan is split into four equal quarterly 
tranches which together are tied to speci- 
fic performance criteria indicative of IMF- 
approved policy adjustments. 

Thus first-quarter statistics will already 
show SDRs 266.8 million in IMF aid 
bolstering the balance of payments. The 
amounts of the loans were in part deter- 
mined by the size of funds available to the 
Philippines under the IMF quota system. 
The standby facility was equivalent to 
Manila's IMF quota and brings total out- 
standing standby credits to less than 250% 
of the quota (safely below the 450% maxi- 
mum). 

But the CFF brought the Philippines to 
its 100% quota limit for such funds. Given 
the likelihood of future IMF borrowings, 
the IMF approved in February an increase 
in Manila’s quota to SDRs 440 million, or 
an increase of about 40% (of the increase 
the Philippines pays 25% out of the Cen- 
tral Bank of the Philippines’ foreign-ex- 
change holdings, with the rest paid in 
pesos). 

The 
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conditions accompanying the 


Aanila put on standby 


standby facility took the better part of 
nine months to negotiate and involved 
both economically and politically tough 
demands on the government. With the 
economic slowdown pushing real growth 
in gross national product below its 1980 
level of 5% to 3.7% in 1981 and 2.6% in 
1982, the government's countercyclical 
policy created some gaping budget de- 
ficits — from P1.1 billion (US$114 mil- 
lion) in 1980 to P12.1 billion in 1981, 
and an estimated P 14.4 billion last year. 








To finance this, the government was 
forced both to absorb larger proportions 
of newly created domestic credit and to in- 
crease its foreign borrowings. The result 
has been a foreign debt of US$17 billion 
and an increasé in the amount of domes- 
tic credits used by government from 11% 
in 1981 to 19% last year. The IMF want- 
ed the budget deficit reduced, a limit 
placed on foreign borrowings and a free- 
ing of new credit for use by the private 
sector in the Philippines. 

The negotiations on the 
standby credit resulted in the 
reduction of the foreign-bor- 
rowings limit from last year's 
US$2.4 billion to US$2 bil- 
lion, split evenly between con- 
cessionary loans and commer- 
cial credits. The increase in 
net domestic assets was re- 
duced to 15%, but more im- 
portantly the amount allowed 
as new government corporate 
equity has been slashed from 
P9 billion in 1982 to some 
P4 billion. As for the budget 
deficit, which last year bal- 
looned to more than 4% of 
GNP (in the 1970s, deficits 
averaged slightly more than 
1% of GNP), the IMF de- 
manded a reduction this year 
to about P9.4 billion, or about 
3% of projected GNP. 


Progress at a price 


Despite disagreements, there are signs that Manila is 
accommodating certain IMF- and World Bank-prompted reforms 


By Jose Galang 


Ms: love-hate affair with the Inter- 
national Monetary Fund started in 
the mid-1970s when the agency offered 
the Philippines a three-year programme 
(to 1979). Under this it could borrow up to 
217 million special drawing rights (then 
US$280 million) with longer repayment 
periods. However, it would have to allow 
more frequent scrutiny (as against annual 
inspection under other loan arrange- 
ments) of its economic management to 
prevent problems from deteriorating to 
crisis proportions, that might force the 
country to default on its foreign-loan com- 
mitments. 

That IMF programme was the Ex- 


SS 


tended Fund Facility. Despite problems 
arising from sharp fluctuations in the 
country’s export earnings that erupted 
while the programme was in progress, and 
given the unique relationships between 
government officials and industry leaders 
that sometimes affect policy implementa- 
tion in the Philippines, the IMF rated the 
programme's results as “satisfactory.” 
The IMF's concern over Manila’s ten- 
dency to go for high targets despite big 
budget deficits is understandable. How- 
ever, the Philippine Government may 
have long been prepared for this. Prime 
Minister Cesar Virata, who also holds the 
finance portfolio, has declared a strategy 
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In other words, to avail itself of the 
standby, the government was being forced 
to slow down drastically. The entire 1983 
budget, itself a reduction in real terms 
over its predecessor, was reduced by 1895, 
to P54 billion. 

But even with that, when the IMF board 
met to discuss the Philippine standby ap- 
plication, there was greater dissension 
than ever before. Since the Mexico crisis 
in September 1982, the IMF has generally 
taken a harder line on its short-term con- 
ditionals. And in Manila's case, there 
were some loud voices arguing that the 
IMF had been too lenient with the Philip- 
pines in the past. 


A: a senior government official explain- 
ed, the IMF was wondering why, 
after more than a decade of supplying 
Manila with credit, Philippine macro- 
economic figures have not righted them- 
selves. The answer, he says, is obvious — 
and underlines where the government has 
disagreed with the IMF — that the IMF's 
short-term medication, in terms of policy 
adjustments, is inappropriate for the dis- 
ease, 

What is felt more appropriate is the 
longer-term structural-adjustment pro- 
gramme, into which the Philippines has 
dived headlong with the World Bank 
(REVIEW, Mar. 24). Few doubt that these 
policy adjustments will benefit the econ- 
omy in the medium to long term, but the 
IMF's question is just how far and fast 
these expensive — at least in the short 
term — shifts can go given the current 
macro-economic limitations. It is here 
that temptations to proceed too quickly 
could threaten the IMF targets. There are 
a number of potentially contentious 
issues. 

The government is hoping to persuade 


to narrow the gap between investment and 
savings — the country's main sources of 
development financing. 

Under the just-started five-year deve- 
lopment plan, more domestic savings will 
be encouraged and mobilised to close that 
gap which in the past was financed largely 
through overseas borrowings. Several 
measures have been formulated to attain 
this objective: To encourage voluntary 
savings, for instance, the government 
freed interest rates while containing the 
inflation rate at 9.4% in 1982 compared to 
double-digit figures for the previous three 


ars. 

But in 1982, owing to recession, the gap 
between domestic savings and total do- 
mestic investment actually widened to 9% 
of gross national product compared with 
5% in recent years and a government 
target of 3% for 1982. This is making it all 
the more difficult for Manila to meet IMF 
targets. 

Also in 1982, the government channel- 
led 27% of its own revenues (or 8% of 
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the IMF to allow a slightly wider budget 
deficit for this year, owing to negotiations 
currently under way for soft-term credits 
from both the World Bank and the Asian 
Development Bank totalling US$140 mil- 
lion. The government would like to use 
some US$30-40 million of the newly 
created and fast-disbursing "special assist- 
ance programme" funds of the two institu- 
tions this year, ostensibly to cover the 
huge increases in the Philippines' counter- 
part funds for ongoing World Bank and 
ADB projects. 

(For World Bank and ADB loans, 
financing normally covers some 60% of a 
project at the time of approval. The reci- 
pient country puts up the rest. But with in- 
flation and delays, project costs increase 
rapidly, with the home country picking up 
the difference. In the Philippines' case, 
Manila has been paying 60-80% of some 





Virata: narrowing the gap. 


GNP), into capital investments rather 
than into current-operation expenditures, 
The objective is also hoped to be achiev- 
ed via forced-savings programmes such as 
the Pag-IBIG Housing concept — a build- 
ing fund — insurance plans and private 
corporations' provident-fund type 
schemes. 

Because of sharp fluctuations in world 
market prices for its principal exports, 
Manila has pushed for more new exports 
of, for example, electronic and electrical 
items and garments which in 1982 totalled 
more than half of annual exports. Philip- 
pine exporters of traditional products such 
as sugar, coconuts and other agricultural 
products last year sold more in volume but 
earned less in dollars, because of weaker 
prices. 


M anila has also substantially reduced its 
borrowings from foreign sources to 
keep debt-servicing within its means. The 
government claims a 1982 debt-service 
ratio of 19.4% (based on the previous 


project costs. As in numerous other de- 
veloping countries, this, coupled with de- 
clining resources on the back of recession, 
has led to the creation of the special assist- 
ance programmes of the two banks.) 

Manila is hoping to complete the 
negotiations late this year and would like 
to use a portion of the loans immediately 
to keep certain high-priority infrastruc- 
ture projects moving. Since the funds 
would be channelled through the budget, 
the increased spending would mean a big- 
ger deficit. The REVIEW has learned that 
in private conversations, the IMF's repre- 
sentative acceded to the negotiations. 

Another thorny issue is a plan to go 
ahead with a US$1 billion integrated steel 
plant, one of the controversial 11 major 
industrial projects of Minister of Trade 
and Industry Roberto Ongpin. The gov- 
ernment has been offered an excellent 
financing deal — with a five-and-a-half- 
year grace period and repayment spread 
over 12 years — with negotiations suffi- 
ciently advanced to sign up the project this 
year. 

International bankers have already ex- 
pressed fears to the IMF that so great an 
instant boost to the country's debt profile 
is dangerous given the current economic 
climate and persistent doubts over the 
feasibility of such a large steel project for 
the Philippines. It would also gobble up 
the IMF-imposed debt ceiling for the year, 
to a point where it would be nearly impos- 
sible to meet this condition. (Excluding 
the IMF loans, more than US$750 million 
of the US$2 billion ceiling have been 
spoken for.) : 

The REVIEW has learned that top gov- 
ernment officials have instructed the cen- 
tral bank to reorganise its representation 
of foreign debt to illustrate that its size will 
not threaten the government's ability for 





year's actual receipts) while the IMF 
reckons a ratio of 25.3% (based on esti- 
mated current-year receipts). Central 
Bank goyernor Jaime Laya has mentioned 
an average maturity of 14.5 years for 
Philippines’ fixed-term debt, implying 
that this helps effective debt management. 

A recent sign that Manila was veering 
towards policies favoured by the IMF and 
the World Bank for its structural-adjust- 
ment programme was the relaxation of re- 
strictions against the import of nearly 50 
non-essential consumer items. The move 
followed the declared policy of lowering 
tariff barriers with the view to ending im- 
port substitution that has in recent years 
militated against the growth of domestic 
manufacturing. 

As for the 11 major industrial projects 
intended to launch the economy into full 
industrialisation, though criticised (ог 
their high costs the government appears to 
be proceeding more cautiously. These 
could weigh down on the country’s ability 
to borrow abroad in the coming years. 
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debt service. At the end of 1982, 93% of 
Manila’s fixed-term foreign debt of US$13 
billion had maturities of more than five 
years with an average maturity of 14 years 
— some US$4 billion in short-term revolv- 
ing credits are excluded. The government 
is expected to start a campaign to convince 
international bankers — and the IMF — 
that the loans for the steel project will not 
upset the debt cart and, while being 
tacked on to this year's debt ceiling, will 
not affect short-term repayments nor the 
ability to repay in the long run. 

Tun Thin brought up the steel-project 
issue during his 20-minute meeting with 
Marcos, and was assured the project was 
feasible and the debt, given its favourable 
terms, manageable. The IMF will deal 
with the issue more fully, however, during 
its mid-term standby-credit review. 


nother critical issue, which govern- 
ment officials concede may be dif- 
ficult to resolve, is the limitation on gov- 
ernment equity contributions to state cor- 
porations, many of which are burdened by 
their over-exposure to the multitude of so- 
called “distressed” companies. Most re- 
cent was the plight of the Construction 
and Development Corp. of the Philip- 
pines (CDCP) and the planned takeover 
by the government (REVIEW, Mar. 24). 
The private sector has sharply criti- 





Power-station built with ADB loans: controversial projects. 


cised the sweeping bailout plans. But 
more importantly, government financial 
institutions are not able to raise the funds 
dictated by three presidential letters of in- 
struction directing the takeover, and this 
may force the government to revamp the 
entire bailout plan. Senior officials say 
the directives, drafted by Ongpin for Mar- 
cos’ signature, may become merely “gen- 


Bout with a drought 


New Delhi: Continued price stability de- 
spite a severe drought during the fiscal 
year ended March 31 is a tribute to the re- 
silience of the Indian economy, according 
to an official survey. The effectiveness of 
the government's policies of continuing 
demand restraints, coupled with judicious 
supply management, are also applauded 
by the study. The economy, it claims, has 
emerged without much damage to the pro- 
ductive structure, promising a better per- 
formance all round in 1983-84. 

But closer scrutiny of the record in 
1982-83 does not, justify such optimism. 
The effects of drought stretch far beyond 
poor agricultural yields. They hit hydro- 
power generation, creating slowdowns 
right across the industrial sector; short- 
ages of industrial input occur, exerting 
pressure on prices and hampering export 
performance. 

The official report says agricultural pro- 
duction declined by some 3%, compared 
to an increase of 5.5% in 1981-82. Overall 
foodgrain production is reported to have 
fallen by 5-8 million tonnes from the 1981- 
82 record yield of 133.1 million. But un- 
Official estimates suggest a bigger decline, 
of 10 million tonnes, which may lead to a 
shortfall of 19 million tonnes in the target 
of 142 million tonnes which had been set 
for 1983-84. 

India's foodgrain output has been sub- 
ject to wide fluctuations. Even the record 
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1981-82 yield was only marginally higher 
than the previous high of 131.9 million 
tonnes in 1978-79, which dropped sharply 
to 109.7 million in 1979-80 owing to a 
drought. Despite an increase of 9 million 
ha. of irrigation potential and some 2 mil- 
lion tonnes of fertiliser consumption dur- 
ing 1978-79 to 1982-83, there has been no 
significant rise in the level of foodgrain 
production. And expectations that ag- 
riculture and foodgrain production might 
revive in 1983-84 if the weather is kind do 
not lessen India's worries. 

Industrial production, which rose 8.6% 
in 1981-82, is estimated to have expanded 
by a further 4.5% in 1982-83 behind im- 
pressive increases in critical industries 
such as crude oil (30.696), fertiliser 
(9.6%) and cement (10.9%). This is 
bolstered by the fact that, despite the im- 
pact of the drought on hydroelectric 
power stations, overall power generation 
has gone up by an estimated 7.6% , mainly 
as a result of the improved performance of 
thermal plants. 

The official survey concludes that de- 
spite the downtrend in agricultural pro- 
duction, the modest increase in industrial 
output would help achieve 2% growth in 
the gross national product, which rose 
5.2% in 1981-82 and 8% in 1980-81. Such 
projections, though, have gone awry in 
the past. For instance, in 1979-80, when 
agricultural production fell by 15% and in- 








eral instructions" for the eventual bailout. 

Government institutions cannot ac- 
quire the total equity required as that will 
result in an expansion of the final equity 
total to an amount greater than total post- 
bailout assets of the conglomerate. 
Rather, an offsetting arrangement may be 
offered, whereby loans and guarantees 
from government institutions for govern- 
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dustrial output by 1.4%, the government- 
estimated GNP dropped by 3%. In reality 
it turned out to be a fall of 4.8%. 

Industrialists, meanwhile, complain of 
recession. Although the Bombay textile 
industry (accounting for roughly a third of 
the country's cloth and yarn output) has 
been hit by a strike, now in its 15th month, 
there remains a glut of cloth in the market. 
Also, many durable consumer-goods in- 
dustries are reeling under slow demand. 
The government's suggestion, therefore, 
that industry should utilise existing capa- 
city better, means little when there is little 
or no demand for many products. As oc- 
curred in 1974-75, the government is the 
last party to admit that recession exists 
and to embark on remedial action. 


he biggest claim is that the inflation 

rate on an annual basis has been fluctuat- 
ing around no more than 2% since the be- 
ginning of September 1982. For the 10 
months ended January 15, the annual rate 
was reckoned to be 2.8%, against 6.4% at 
the same point in 1982. Availability of 
foodgrains at reasonable prices through 
the public-distribution system — assisted 
by imports — kept prices down. A tight 
credit policy also helped curb speculative 
hoarding. 

But the achievement on the price front 
was to a great extent a result of a decline in 
international prices, a slowdown in indus- 
trial demand and general improvement in 
the transport network. 

The only area in which the survey does 
not minimise the threat is a disquieting de- 
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ment projects will simply be wiped off the 
balance-sheet for those projects nearing 
completion, with only exposure on longer- 
term construction projects being con- 
verted into equity. The problem remains 
CDCP’s overseas contracts and their ur- 
gent need for substantial working capital. 
How the final CDCP bailout will work out 
is anyone's guess, but the IMF sees it as 
one of Marcos’ tests. 

In the IMF's view, things are not all bad 
in Manila. Marcos’ commitment to a re- 
duced budget proved there was the politi- 
cal will to back austere economic mea- 
sures. But the government also seems 
eager to recover somé return on invest- 
ment, as shown by power-rate increases 
which, though attributed to increased in- 
terest rates, still fall below rates dictated 
by the World Bank, a source of big loans 
for the National Power Corp. 

Government policies in response to the 
Opec crisis have also been encouraging, 
the authorities so far having resisted pub- 
lic pressure for lower domestic prices. The 
peso's gradual devaluation against the US 
dollar has been the major reason for hold- 
ing back. The government is hoping to 
gain some US$300 million on the balance 
of payments from the reduced import bill, 
though to date only marginal suppliers 
Abu Dhabi and Mexico have formally ad- 
vised Manila of reduced prices. ш 
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cline in foreign-exchange reserves, re- 
flecting the balance-of-payments crisis. In 
1980-81, with an import bill of Rs 125.2 
billion (US$12.6 billion), about half of 
which was on oil and petroleum products, 
the trade deficit was Rs 58.1 billion. In 
1981-82, with imports at Rs 135.8 billion, 
the deficit was contained at Rs 58.4 bil- 
lion. 

The situation is likely to have improved 
in 1982-83 with increased local crude out- 
put and slower demand for oil products, 
plus a reduction in crude prices. The net 
exchange outflow was Rs 42 billion, which 
is likely to come down further by Rs 4.15 
billion in 1983-84 owing to the recent 
Opec price cuts and stepped-up domestic 
output. But the Opec crisis also means a 
decline in remittances from Indians work- 
ing in the Gulf — there has been evidence 
of a decline in the flow of invisibles since 
1981-82 after a peak of Rs 37.5 billion in 
1980-81. 

The current-account deficit, which in 
1981-82 was estimated to have dropped to 
Rs 22.1 billion, was thought likely to have 
risen significantly in 1981-82 though data 
were not available. Reflecting all this, 
foreign-exchange reserves dropped by 
Rs 9.13 billion during the first 10 months 
of fiscal 1982-83. However, with draw- 
downs of Rs 12.4 billion from the Interna- 
tional Monetary Fund extended facility, 
of 5 billion special drawing rights, or 
SDRs (US$5.4 billion), the reserves 
showed a net rise of Rs 3.3 billion and 
stood at Rs 36.8 billion, equivalent to 
three months’ imports. — MOHAN RAM 
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Foreign trade is another field where our 
clients are taking increasing advantage of 
Credit Suisse expertise and special services. 
Our letter of credit business, for example, 
grew by about 50% in 1982. 
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Your Bank 
for Foreign Business — 
Credit Suisse. 


In its Incredibly Swiss way, 
Credit Suisse, the noted Swiss big 
bank, has helped Switzerland, 
which is small and devoid of raw 
materials, to become an important 
centre of world trade and finance. 

Credit Suisse has been 
promoting the flow of goods and 
services for a full 125 years. 

Its recipe for success includes a 
dynamic worldwide organization, 
a dense network of correspond- 
ents, a highly-qualified, linguisti- 
cally talented staff and a full 
complement of services including 
export financing, letters of credit, 
collections against documents, 
bank guarantees and forfaiting. 
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Our teams of specialists 

are adept at finding individualized, 
innovative ways of handling 
each new problem with precision. 
They could be of benefit to you, 
too. 

Many thousands of satisfied 
customers from a wide range of 
countries depend on Credit Suisse 
experience in this and other fields. 
Why not you? 
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Credit Suisse. Incredibly Swiss. 
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Birth of a multinational 


By Anthony Rowley 

Hongkong: A year ago, virtually no one 
had heard of the First Pacific group or of 
the wealthy (mainly Chinese) Indonesians 
behind it — the so-called Liem Investors. 
As recently as April 1982, when the Liems 
took over Shanghai Land, a sleepy shell 
company in Hongkong, and turned it into 
First Pacific Holdings (FPH), which they 
listed alongside their existing public vehi- 
cle First Pacific Finance (FPF) in Hong- 
kong, few people had taken notice. 

* They were soon forced to, however. In 
sharp contrast to the low profile main- 
tained by its sponsors, First Pacific 
adopted a high public profile in Hongkong 
and around the world. It launched itself on 
a rapid series of international acquisitions 
which were soon to embrace a California 
bank and a century-old Dutch trading 
company — all the while keeping up a 
quick-fire series of share issues which 
boosted FPH and FPF from the minor to 
the medium, if not major, financial 
league. "It's like a volcano,” said one ex- 
patriate working for First Pacific; “things 
keep erupting." Within months of FPH 
being formed, the Liems were 
planning a third quoted vehicle in 
Hongkong — First Pacific Inter- 
national (FPI). 

Heavy hints were dropped that 
the California bank Hibernia 
Bancshares (which briefly hit the 
headlines some years ago when 
the Symbionese Liberation Front 
along with heiress Patty Hearst 
held up one of the branches) and 
Hagemeyer, a Dutch trading 
company, with solid if less excit- 
ing associations, were only the tip 
of a corporate iceberg the Liems 
were planning to make public. 
There was talk of injecting part of 
the Liems' Indonesian industrial 
assets — which range from cement and 
flour through textiles, steel, coal mining 
and vehicles to commercial and invest- 
: ment banking, insurance and property — 
into the Hongkong companies. 

The investment community became 
agog at the thought of getting in on the 
ground floor of this emerging conglomer- 
ate — on terms that looked very favoura- 
ble, given the Liems' announced policy of 
injecting assets into the public companies 
at a discount to acquisition cost. Other 
wheeling-and-dealing financial empires 
(including Hongkong's Carrian group), 
have used their highly rated shares to ac- 
quire solid industrial assets. However, the 
Liems' policy has been to buy with their 
own hard cash — generated by their mani- 
fold, and obviously profitable, Indonesian 
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Liem Sioe Liong; the Liem Investors: Sutanto, Ibrahim Risjad, Liem, 
Sudwikatmono; Salim and Tedy Djuhar. 





operations. They then inject them into the 
public companies, subsequently asking 
minority shareholders to fund their share 
of the cost through rights issues. 


ven less like Carrian, whose fortunes 

have crashed as those of First Pacific 
have risen, the Liems made it very obvious 
from the start precisely who they were. 
There were no corporate directors and no 
nominee shareholders. There are six share- 
holders: Liem Sioe Liong (alias Soedono 
Salim), with 30% of ultimate holding com- 
pany First Pacific Investments; Liem Oen 
Kian (alias Djuhar Sutanto), also with 
30%; Liem Sioe Liong’s: son Anthony 
Salim (Liem Fung Seng) and Liem Oen 
Kian's son Tedy Djuhar, each with 10%, 
and two indigenous Indonesians, Ibrahim 





Risjad and Sudwikatmono, also with 10% 
each.(Sudwikatmono is foster-brother of 
President Suharto whose son Sigit and 
daughter Siti also have interests in the 
Liem group companies.) 

As interest in First Pacific grew, espe- 
cially among stockbrokers in the City of 
London and elsewhere (helped along by 
Jardine Fleming Securities and by Sun 
Hung Kai Securities of Hongkong as well 
as London stockbrokers Hoare Govett) 
the share prices of FPH and FPF really 
took off. Both shares have easily outper- 
formed the Hongkong stockmarket since 
the end of 1982. 

Analysts have been relieved to find 
that, unlike Carrian, which now appears 
to be a series of boxes inside boxes with 
nothing at the centre — least of all the sup- 
posedly fabulous wealth of its mysterious 
proprietors — First Pacific has identifiable 
shareholders and tangible assets. But the 
assumption some analysts appear to have 
made, that what belongs to the Liems also 
belongs to First Pacific or that the Hong- 
kong companies are a “way into" the In- 
donesian enterprises, could be 
wishful thinking. 

Anthony Salim, who appears 
to be heir-apparent of the Liem 
empire, even though he has no 
obvious formal status within it, 
made it clear in a conversation 
with the REVIEW that there are 
problems over injecting Indone- 
sian assets into the Hongkong 
holding companies. *We have a 
constraint because we are under 
the domestic investment law so 
we cannot inject [control of] a 
domestic company abroad," he 
says. 

Neither, apparently, are the 
Liems free to slot even part of 
their companies into the Hongkong 
ventures, because of official regula- 
tions preventing foreigners from buying 
shares — though there are numerous 
examples of joint-venture direct invest- 
ments by foreigners. For the “time 
being" at least, it seems the only way the 
public can hope to buy shares in Liem's 
Indonesian enterprises is when certain of 
them are floated on the Jakarta stockmar- 
ket. The group is currently making plans 
for this but here again foreigners are 
excluded from participation, at least for 
now. 

Not that the Liems' multifarious and fis- 
siparous companies in Indonesia are really 
in any fit state yet to be offered for inter- 
national investment. Rationalisation of 
the group structure is essential before 
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foreigners can be expected to make head 
or tail of it. It has emerged very rapidly, 
not according to any conscious corporate 
plan but largely because the Liems have 
received government encouragement or 
concessions to take over various business 
activities — in particular to promote im- 
port substitution. Instead of having well- 
defined operating divisions answerable to 
one central holding company, the 70 or so 
group companies are distinguished mainly 
by which of the Liems or their associates 
happen to own them. 


hings are changing. The Liems had the 

foresight to realise that the dynastic 
and nepotistic nature of traditional Chin- 
ese business does not lend itself to per- 
petuating a business empire as large and 
complex as theirs. They began formulating 
plans in 1980 to “separate ownership from 
management” (by going public) in order to 
ensure continuity — and to conform with 
Indonesian Government policy that pri- 
vate companies go public wherever possi- 
ble. Apart from putting public valuations 
onthe group’sassets, thispolicyshouldhelp 
defuse some of the latest popular resent- 
ment in Indonesia against private wealth 
and secretive businessempires. 

They began looking offshore too — 
partly, perhaps, because they may have 
felt it healthier politically not to have all 
their assets onshore but also because they 
saw the opportunities for In- 
donesia to capitalise on activi- 
ties like international trading 
and banking which have a natu- 
ral connection with the group’s 
domestic activities. But it was 
essentially the decision to bring 
in outsiders suchas Manuel Pan- 
gilinan, a Filipino formerly with 
Amex Bank in Hongkong and 
now managing director of FPF, 
that has enabled them to “go in- 
ternational.” 

Pangilinan and his principal 
associate, American lawyer 
Robert Meyer, now headateam 
of around 50 people (expatriate 
and Hongkong Chinese) who 
run the First Pacific operations 
out of Worldwide House in 
Hongkong's Central business 
district. (The Liems bought one 
floor of the building and in- 
jected half the investment into 
FPF at a discount to purchase 
valuation, the other half being 
held by the Liems' privately 


Price ($) 












First Pacific Holdings’ share 
price (adjusted for various 
new issues) has greatly out- 


(US$1.92), as at the March 26 
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performed the Hongkong stockmarket 
over the past eight months. On the basis 
of the current price of HK$12.70 


closing, 
the shares will have an ex-rights price of 





Pangilinan: refining the concept. 


owned Hongkongdeposit-takingcompany 
DTC], Central Asia Capital Corp. 
CAAC], which also operates from 

Worldwide House.) 

Although Pangilinan and his colleagues 
have “refined” the Liems’ concept of in- 
ternational investment — and hope to 
help them rationalise their sprawling In- 
donesian conglomerate much of the con- 
ceptual thinking is Salim’s. He is under no 
illusions that his group can hope to com- 
pete with foreign multina- 
tionals on major, capital-inten- 
sive investments abroad. “But 
E we can compete on services,” 
* he insists. 

i That theory has been put 
firmly into practice with the 
purchase of Hibernia Bank and 
of Hagemeyer. The logic seems 
impeccable. Hagemeyer, for 
instance, is a substantial im- 
porter of Indonesian coffee 
into the United States. At pre- 
sent the financing of these im- 
ports is in the hands of several 
New York banks. 

Salim points out that, with 
the two acquisitions in place, 
not only will the Liems 
(through First Pacific and 
Hagemeyer) handle the ship- 
ping of this commodity but 
Hibernia Bank (through creat- 
ing what is called an Edge Act 
corporation) will be able to fi- 
nance the letter of credit busi- 
ness in New York — a “vir- 







































HK$5.60 a share when the 
current seven-for-one rights 
issue closes on May 30, 
against a net asset value of HK$5.61. 
The discount on the su tion price 
over the ex-rights price is 19.2% and the 
“value” of the rights is HK$6.72 to 
shareholders 













tuous circle" of profit. There are all sorts 


| of other Indonesian raw materials and 


commodities Hagemeyer can ship to 
Europe and the US — and finished goods 
to Indonesia, he claims. Hagemeyer will 
be pushed firmly back towards interna- 
tional trading and away from the loss- 
making industrial operations it has ven- 
tured into in recent years. 

It seems that, virtually at a stroke; the 
Liems have launched themselves into in- 
ternational trading traditionally control- 
led by European interests — aptly in this 
case by Indonesia's old colonial masters, 
the Dutch — and at the same time met the 
Indonesian Government requirement that 
the country should handle much more of 
its own foreign trade. 

It is quite possible that President 
Suharto gave his blessing to the venture, 
given the Liems' close connections with 


the first family, but Salim professes to 


know nothing of this. 

Salim will sit on the board of commis- 
sioners of Hagemeyer (it has a two-tier 
board) but day-to-day management will 
be left with the Dutch. Salim insists that 
Dutch shareholders (who retain 4995 of 
Hagemeyer after the Liems' G50 million 
(US$18.6 million) purchase of 51%) will 
not see their company used for transfer 
pricing. Hagemeyer will have to show a 
profit in its own right for any international 
transaction of which it becomes part. 

Apart from the fact that it has 80-90- 
year-old trading links that would be hard 
to establish from scratch, the simple fact 
that Hagemeyer is a long-established com- 
pany appeals to the Liems. *We are col- 
lecting old coins," says Salim. Hibernia 
Bank was formed in 1859 and Shanghai 
Land, the shell of FPH, was formed in 
1888. Salim already likes to refer to “our 
company's Shanghai origins," meaning 
FPH — thereby acquiring instant tradition 
for a company that is in fact only a year 
old. 

Salim is as convincing in his arguments 
in favour of acquiring Hibernia as those on 
Hagemeyer. First Pacific has no intention 
of trying to build the bank — which is the 
12th biggest in California in terms of assets 
— to challenge giants such as Citibank and 
Chase. “But there are special market 
niches which cannot be reached by the 
big banks." The Liems are used to having 
preferential access to the Indonesian 
domestic market through their own Bank 
Central Asia, which is the country's 
second-biggest private bank after Citi- 
bank. 

They hope to enjoy "privileges" too 
through Hibernia in the US, for instance 
through access to US prime-rate funds 
which can be on-lent in the Asian region. 
There is a good deal of unglamorous but 
profitable trade finance and remittance 
business the Liems can do through Hiber- 
nia because of their existing trade with the 
US West Coast. Other US banks such as 
Chemical currently handle this, 

Here again the Liems are giving a new 








meaning to the Chinese concept of an ex- 
tended (corporate) family. rnia, for 
instance, handles wheat imports to In- 
donesia worth around US$330 million a 


year on which it earns fees of around US$2 


million. Those earnings and presumably a 
good deal more now, come within the 
Liem/First Pacific family. From being a 
"savings and loan," Hibernia has de- 
veloped into a retail bank which recently 
has had its earnings weighed down by 
some poorly performing mortgages. The 
bank accounted a loss of US$15.3 million 
in 1982. But with some US$35 million of 
new capital pumped in by the Liems and 
an injection of trade-financing business, 
Hibernia should be capable of being 
turned round. 

First Pacific's ambition is, according to 
documentation accompanying the recent 
HK$750 million (US$113.6 million) rights 
issue used to fund the HK$652 million ac- 
quisition (plus something left over for 
working capital injections), to establish “a 


network of banks and financial institu- 
tions in the Asia-Pacific region" including 
Hibernia — a “dollar-based bank which 
can be a financial intermediary in these 
transactions." Again the Liems will leave 
existing management in place at Hibernia 
and the (formerly controlling) Tobin fami- 
ly will retain a 20% stake, along with cer- 
tain senior executives. 


he Liems are well on their way to 

achieving this ambition. In addition to 
Hibernia in the US and Bank Central 
Asia plus PT Multicor in Indonesia they 
have two Hongkong quasi-banks or regis- 
tered DTCs in CACC and FPF. Relative- 
ly little is known of CACC (82.5% owned 
by the Liems and 17.5% by Mochtar 
Riady). 

Like many of the Liems’ other business, 
it is low-profile, acting as a financial 
counter-party in Hongkong for much of 
the Liems' Indonesia-originating trade in 


war 








goods. It employs a further 50 or so people. 
in Hongkong. If the 5,000 employees in 
Hibernia, plus the roughly 1,000 in 
es ogra and those in Hongkong are 
added to the Indonesian operations, the 
Liems employ considerably more than 
30,000 people. 

FPF itself has become known as a mer- 
chant bank to which the Liems direct 
much of their own corporate-finance pro- 
jects — it was a principal underwriter in 
the recent FPH rights issue, for instance, 
again helping keep everything “within the 
family.” But it is also a commercial and 
trade-finance bank. It apparently takes 
substantial offshore (US dollar) deposits 
from Indonesia, the Philippines and South 
Korea and does a good deal of corporate 
lending in the region. 

A few years ago it was a tiny DTC — 
Overseas Union Finance (OUF) —with a 
balance-sheet total under HK$10 million 
and profits under HK$500,000. Since the 
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707% 
First Pacific Holdings Ltd 
(Hongkong) 
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Liems bought into it in 1979 its assets have 
risen to HK$832 million (end-1981) and its 
net profits to HK$13.85 million in 1982. 
This year they are forecast at HK$18-20 
million or 20 HK cents a share. Since ОПЕ 
was renamed FPF its capital has been 
boosted to more than HK$100 million 
(thanks partly to last year's HK$50 million 
rights issue) in anticipation of becoming à 
licensed DTC, and possibly a licensed 
Hongkong bank in time. 

The Liems retain some 70% іп both 
FPF and FPH — through two separate 
holding companies in Liberia. A group 
spokesman freely admits this is because 
Liberia has no reporting or auditing re- 
quirements, though the company which 
holds the Liems' Hibernia stake is regu- 
lated by the US Federal Reserve. 
Likewise no secret is made of the "tax 
planning" aspect of the numerous Nether- 
lands-based holding companies in the 
group structure. 


. FPH has vaulted from being a company 
with HK$12.3 million of assets and profits 
of HK$1.4 million when the Liems ac- 
quired it (REVIEW, Apr. 2, 82) to having 
net assets of just under HK$40 million 
at April 30, 1982 and consolidated pre-tax 
profits of HK$17.6 million in 1982, This 
year, with six months of Hibernia in, they 
are forecast to reach HK $46 million or 42 
cents a share diluted for the rights issue. 


HK$64.3 million rights issue last June 

(to fund the HK$52.4 million cost of 
FPH's 72.6% stake in FPF with something 
left over for working capital and *future 
acquisitions") has helped boost FPH's 
size. So too has the fact that the Liems in- 
jected parcels of their own quoted invest- 
ments into it, some sold at a substantial 
profit last vear. It also acquired a parcel of 
quoted and unquoted securities along with 
Shanghai Land. 

The third leg of the First Pacific tripod is 
yet to be put in place — FPI, which will 
hold the Liems' 51% stake in Hagemeyer. 
Under à complex deal with Jardine Flem- 
ing Special Holdings (Shroff, REVIEW, 
Feb. 10) JFSH will split itself into two 
companies. The Liems will make a cash 
offer for one of them, Jafpac, and inject 
the Hagemeyer stake into what they hope 
will be an already quoted vehicle. 

JFSH shareholders will also get some 
form of paper representing their continu- 
ing stake in the residual investment trust. 
Jafpac will then become FPI. First Pacific 
aims at holding at least 51% of Jafpac, but 
stockmarket interest in recent weeks has 
been such that they acknowledge that 
enough JFSH shareholders may want to 
stay in to make this difficult. After a new 
issue of shares (plus cash) for Hagemeyer, 
First Pacific Enterprises (Liberia) hopes 
to end up with 70% of Jafpac/FPI leaving 
the public with 30% — but the “public” in 
this case will almost certainly be large i^n- 
stitutional shareholders in JFSH, includ- 
ing th@Jardine Matheson camp. 

Yet another arm of First Pacific is its 
securities-dealing joint ventures, based in 
Hongkong. The Liem Investors hàve 2495 
(and Dai-Ichi Securities the other 76% ) of 
Dai-Ichi Pacific and two other arms are 
First Pacific US Securities and First Pacific 
Hongkong Securities. All three will even- 
tually be hooked onto FPI. First Pacific 
US Securities has a clearing arrangement 
with Merrill Lynch, but nothing more for- 
mal, partly it seems out of deference to 
Fung King-hey — chairman of Sun Hung 
Kai — who is Liem Sioe Liong's “good 
friend" and who has his own lucrative tie- 
up with the leading Wall Street investment 
house (Shroff, REVIEW, Mar. 24). Sec- 
urities dealing is again part of a virtuous 
circle because the various Liem banks 
have wealthy clients on whose behalf the 
securities arms can deal. It is all part of a 
plan to create an "Amex- or Citicorp-like" 
financial-services group. 

There is no doubt that the Liems, or 
their lieutenants in Hongkong, have 
caught the imagination of international in- 
vestors. The share price of FPH, which 
has almost tripled on an adjusted basis 
since July 1982, and that of FPF, which has 
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Branch banking 
around 


the world... 


Major corporations around the world 
expect a superior quality of banking service 
wherever they operate. 

At Lloyds Bank we provide that service, 
integrated to the same high standards through- 
out our network of branches worldwide. 

Responsibility rests with our managers on 
the spot, an international team of professionals. 
Inheritors of an overseas banking tradition going 
back over a hundred years, they draw on a 
fund of knowledge when delivering that service 
to you. 

Current and deposit accounts, payments 
and collections, letters of credit, guarantees and 
loans in domestic and international currencies – 
supported by our expertise in the foreign 
exchange markets – are handled with that 
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consistent efficiency which comes with experience. 

When you bank with us locally you tap our 
understanding of business conditions and enjoy 
sound advice on financial practice from our 
people there. 

And since our commercial and merchant 
banking is integrated, you also gain access to our 
proven competence in the international capital 
markets. 

Wherever you deal with us, you secure the 
fast and sure response that gives you 
the edge. 


LloydsBank 
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OFA GREAT HOTEL. 


Elegant and stately, the Goodwood Park stands ina 
class of its own. 

The guest list has included royalty and heads of state. 

Little wonder when you consider few hotels in 
Singapore today have old world charm and splendour. 

Whether it’s the Brunei Suite in the tower with its 
private lift, or the deluxe suites, luxury predominates. 
All the other rooms in the Goodwood are just as 
tastefully decorated and spacious. 

The Goodwood has ten restaurants (offering 
Continental to Japanese cuisine) and cocktail lounges, 
two pools to splash in and six hectares of gardens to 
wander through. All this in the heart of the city. 
Sounds exactly right for you. 
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TIMELESS ELEGANCE 
22 Scotts Road. Singapore 0922. Telex: RS 24377 GOODTEL. 


Cable: GOODWOOD. 
GOODWOOD PARK * YORK HOTEL * MING COURT» 
^et LADYHILL * HOTEL MALAYSIA. 
Reservations Worldwide: кїм Golden Tulip Hotels. Steigenberger Reservation Service. 


Australia and Japan: Southern Pacific Hotel Corporation, Hong Kong: Cardinal Hotel Booking Service. 
Jakarta; Sahid Jaya Sales Office. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline. 
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The 
Giant Panda 
needs your help 
to survive 


QNCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money- your money. 


Please send contributions to the WW F 
National Organisation in your country or direct to 
WWE International, 1196 Gland, 

Switzerland. 
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W- chat Asi rs 
growth for the реоріе 


The phenomenal growth of Far Eastern 
economies is one of the most startling 
developments of the late twentieth century. 

Discussed and analysed with intense 
interest all over the world, it is still only barely 
understood in the West. 

Those who comprehend it best are those 
in leadership positions throughout the Asian 
region itself. 

But even these powerful individuals 


need to be fully informed 
about fast-breaking Talk to them through 


developments taking place 
all around them. 

How does a Chinese banker in Hong 
Kong get the measure of finance in South 
Korea? 

How does a Malaysian politician assess 
the activities of his counterpart in Thailand? 

Like thousands of others, they depend on 
the Review. 

The Far Eastern Economic Review is the 
most important channel of information for 
Asia, about Asia. It is required reading for the 
elite in every nation of the Far East, because it 
is literally the only source of information they 
can rely on week after week. 

As a result, the Review reaches the 
highest levels of business, financial and 
government life. And it hardly touches anyone 


who contro 


К. 


below this exalted level. We believe you can’t 
compare the Review to any other publication 
in Asia. 

It is truly unique. 

When considering the Review, you 
have no real alternative but to assess its 
effectiveness as an advertising medium in the 
context of its unique editorial environment. 

The Review forms a vital bond of shared 
knowledge in a region that is geographically 
and socially fragmented. 
So naturally, it is 
indispensable for anyone 
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the Review. needing a consistent, reliable 


source of in-depth information on Asia. 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded 
advertisers marketing quality products and 
services. They know that in the Review their 
messages are well received throughout the 
region by the most influential group of 
leaders in business, finance and government. 

The people who control Asia’s growth. 
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For Advertisers who take Asia seriously. 








96% of Review subscribers are in business, the professions or government. 
61% of those in business are presidents, chairmen or board directors. 
82% of those in government are in senior posts. 

68% of Review subscribers have household incomes over US$30,000 


(Source: Project Parade 81 conducted by INRA.) Data from Asian Profiles III available on request. 


For further information, please contact 
The Far Eastern Economic Review, 181-185 Gloucester Road, 7th Floor, Centre Point, P.O. Box 160, Hong Kong. Tel: 5-734301; Telex: 62497 







Optional Extendahoe* — adds 
up to 1,2 m (4’) of extra reach 
Tunnels, undercuts, digs 

square holes 


Modular power train — just one of 
the ways Case brings you long life and 
reliability 


Over 200,000 
sold worldwide 
makes Case No.1! 





One out of every three loader/backhoes bought 
today is a Case! Which makes us No. 1 by far, 
with over 200,000 units sold worldwide 


This overwhelming preference is based on a 
history of reliability and user advantages like the 
exclusive over-center backhoe. Forward posi- 
tioning of the backhoe gives a better balance of 
weight over front and rear axles for optimum 
traction in loading operations, plus greater 
stability in roading and cross-site travel 

It also provides exceptional machine compact- 
ness in transport 


Only Case loader/backhoes have loader power 
linkage for faster cycling. Other productive 
strengths include unitized mainframe to protect 


Case thinks of everything. 





power train components from misalignment due 
to shock loads. Torque converter transmission 
for automatic adjustment of power and speed to 
varying loads. Synchronized on-the-go 

shifting 


Check out the world favorites at your Case 
dealer. Available from 35 to 88 kW (47 to 111 
SAE net hp). Or write to Asian Representative 
office of the J | Case Company, 12-C 12th Floor, 
Yen San Bidg., 268 Orchard Road, Singapore 9, 


Republic of Singapore 


JI Case 


Case pioneered 4-wheel d 
high-production in virtually any terrain 
— muddy, wet job sites; even 
swamps and marshlands 
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Exclusive over-center backhoe — 
tilts forward in transport, not rearward 
like others. Better and faster loading 
and roading. 





Side shift option — backhoe can travel 
to either side, dig close to building 
foundations, work other congested 
areas 
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ир is over- 
reaching itself in the sheer speed of its ac- 
quisitions and the diversification of its ac- 
tivities. Salim, who is very much at the 
centre of the empire — Hongkong (opera- 
tional headquarters for Н жш has. to 
report to him and he 
Hagemeyer .— seer 
that he can ment that 
“all business i is. good business." a 













subject to cyclical fluctuations,” ац 
Salim. He stressed the group's prefere 
“to have different kinds of industr 
balance yourself." E 
The range of the group's product and 
services is certainly im i 
| impossible to know j^ 
- otherwise the Indonesian : 
By Manggi Н Habir and Anthony Rowley | either individually or in the ag 
Jakarta: The low-profile group of In- At a time when the government was | ofthe Liems' companies here: 
donesian investors led by shadowy | *bent on setting in order the deficit on its may be as many as 55-70— are-at pre: 
Chinese entrepreneur Liem Sioe Liong | balance of payments, rich Indonesians of | privately owned by various permutat 
(alias Soedono Salim) has attracted a good | Chinese descent are busy taking their | of the Liem Investors and by foreign joi 
deal of attention here as well as abroad. | surplus personal funds out of the coun- | venture partners. Only Bank Cent 
This attention is a mixture of admiration | try," the paper said. In recent months, | Asia, the largest domestic private 
and resentment, inevitable given the suc- | tens of millions of US dollars had flowed tional bank, PT Multicor and the insi 
céss Liem has achieved and the close con- | out of Indonesia to Singapore, Hongkong | ance companies issue public accounts. 
nections he enjoys with President | and the United States — all targets of i р 
Suharto, Liem’s recent overseas expansion. he group's largest investments 
Coming at a time when the Indonesian | Тһе Liems have a neat defence against considered most important, are 
Government is desperately trying to at- | such allegations. . They argue that their companies engaged in heavy industry 
tract funds into the country, Liem’s thrust. | heavy investments offshore now — whe- manufacturing, ‘consisting mainly 
abroad has been repeatedly described asa- | ther it be cement-processing in Singapore, | Bogasari, a flour-milling company, а 
major example of capital flight. The re- | the purchase of a trading company in the | Indocement, the country's largest ceme: 
cently banned Jakarta daily newspaper | Netherlands or of a bank in California — | producer. Second come the companié 
Jurnal Ekuin was the first to mention this | will ultimately yield high returns for In- | financial services, centred on Bank € 
and called on the government to adopt | donesia. “If you want to catch a fish, you | tral Asia. The third grouping encompas: 
measures limiting the outflow of funds | have [first] to buy bait," says Liem's son the Liem companies involved in trade 
for long-term investment. Anthony Salim — as he is generally | distribution including timber, medical 
Controlling what is considered to be the | known rather than by his Chinese name, | supplies, textiles, heavy equipment 
largest private business group in the coun- | Liem Fung Seng. motor vehicles. 
try, Liem is not unaccustomed to such at- Against this backdrop — and with the The present structure took some üm 
с tacks. Because of his close and long- | next five years generally considered to be be formed. The Liem group likes to 
. Standing relations with Suharto — he is | Suharto's last term in office — the group's | scribe its growth in distinct stages 
known as a cukong, the term for a big, | thrust abroad has naturally raised specula- | influenced by different phases in Ind 
well-connected Chinese financier — stu- | tion about preparations for a major move | nesia's economic climate. The first sta; 
dent militants, among others, have often | out of the country. But in an interview | characterised as one of survival, when t 
attacked the government's economic | with the REVIEW, Anthony Salim denied | then 20-year-old, Fukien-born (in 1916 
favouritism towards the group. this. - Liem Sioe Liong arrived in thé Ce 
Jurnal Ekuin described Liem as the The group's diversified enterprises | Java town of Kudus from China. That 
“richest businessman in Indonesia," con- | make up a loose-knit corporate conglom- | some 45 years ago. He started out wit! 
trolling, it said, 40 companies with a turn- | erate.at.a time when conglomerates are | elder brother, Liem Sioe Hie, helping i 
over. of more than US$1 billion a year. Ac- | out of fashion — at least with international | his uncle's peanut-oil trading business 
cording to the paper, “official government | investors. Salim defends this by arguing | Liem Sioe Liong is also known as Li 
sources" say Liem had reported his per- | that most of the group's products are | Shao-liang. He is the second of t 
sonal worth at Rps 1.2 billion (US$1.7 mil- | “domestically oriented —and іп this econ- | brothers and their choice of the папи 
lion). but Jurnal Ekuin clearly doubted | omy we are in a position to say we know | Salim (San — the anglicised Chinese word 
whether this was anywhere near the real | best. | for three, plus the name Liem or Lin) is 15: 
figure. . a$ u ep “If you go vertical [in one product] it is | said to reflect this. In Chinese trading cir- 


















































2 : 
| ро у. : Pls d and technicians within the group. Int 
S D | docement currently employs some 3,000 . 
; people including a liberal sprinkling of 
iioa and Djuhar, 63, they сшде Liem foreign technicians. 
and Djuhar's sons — Anthony Salim and  Djuhar is considered by many to be the: 
Tedy Djuhàr.— and their long-standing. major force : behind the Liem Investors’: 
pribumi. (indigenous). associates Sud- | group of companies. But it is clear that.” 
wikatmono (а cousin of President | Liem’s youngést son and heir-apparent, ' 
Suharto) and Ibrahim Risjad. : 34-year-old Salim, is gradually taking over. 
e group's somewhat loose structure. ^ | Together, the Liem Investors own and | management responsibility. Having : 
Its preoccupation with buying up com- | control the most important part of Liem's | undergone business training in England, . 
panies and entering into joint ventures | investments. This consists of the major | heisconsidered more internationalin out- : 
erever. necessary in order to acquire :| money. earners Bogasari- and Indo- | look than his father's generation. and: 
and technology has resulted ina. | cement, as well as major property deve- | many feel he is behind the group’ 8 interna- 
tter of companies. The Liems lopments. It is these Liem Investors, too, | tional thrust. 
onsolidate all these under a | who were behind the group's move to go 
ec у would be cumbersome | international via the First Pacific group in 
~consuming. 2° Hongkong which will hold the Liems’ in- 
up divides its holdings into three | terests in Hibernia Bank of California and 
visions according to business ac- | іп .the . Dutch . trading © company 
manufacturing, financial services | Hagemeyer. The Liem Investors are also 
ng. But outside analysts often di- | the sponsors of à proposed cement-grind- » 
iem companies into two major ; ing plant in Singapore. 
ased on ownership. . Indocement is an example of how the 
irst is Liem Sioe Liong's invest- | group enters a field in which it has little ex- | tor, Semen Cibinong, whose pro- 
| /odving his long-standing and pertise but can maintain ownership con- re comparatively larger. 
d business associate Liem Oen Kian | trol. The group normally concentrates on The other major grouping. comprises 
Djuhar Sutanto — the families of | activities it knows best while chases | companies owned by Liem and his family. 
Liems are not related by. blood). | technology and hires foreign: | | This grouping is often further divided into 
eholders of this group of companies | are more familiar with the project’s ac- | the Bank Central Asia group — made up 
often referred to as the “Liem Inves- |- tivities. In Indocement's case, Nihon Ce- |. of finance companies centred on this. bank 
"Aside from 62-year-old Liem Sioe | ment and Taiwan Cement take care of | — and the rest of the companies owned by 





















cane: With a беш ео that: 
“all businesses are good, provided: 
u know how to run them,” “it is not sur- | 
ising that the Liem group’s investments 
Ver во wide a range: of activities. This 
ing for diversification. has encouraged 

























Miinagement decisions, however, аге. 
still very much centralised, sources say, 
The tight supply of managerial talent in : 
the Indonesian market is also one reason a 
single management team is running both . 
'Bogasari and Indocement: According: to 
some sources, this partly explains why In- . 
docement is not as efficiently run as its 





























































off. Lucrative governm ficessions. In ém's Bogasari Flour Mills, 
. $& | were. granted to thé gro reflecting | with Prima Indonesia — owned by Prima 
ually, Liem branched out into - Suharto's apparent trust іп Liem, as well d of Singapore — were awarded li- 
trading, supplying. Kudus’ large | as Liem's ability to get the j jol A ‚ | cences to become the sole flour-milling 
igarette producers. Later, during | with a favourable economic climate, Liem. | operations with exclusive milling and 
independence struggle against the | expanded rapidly in all three principal handling rights in Indonesia. Bogasari 
Dutch between 1945-49, Liem was ac- | areas. now has a total capacity of 1.8 million ton- 
ely supplying the newly established In- The most talked-about semi- monopoly | nes a year with production facilities in 
sian army's Diponegoro division in | concessions were in cloves and flour mili- | Jakarta and Surabaya. It also has exclu- 
ntral Java with food, clothes and medi- | ing. In 1968, Liem’s PT Mega, together. -sive marketing rights for the lucrative 
and military supplies. It was at-this | with PT Mercu Buana — owned. by | western part of the country — roughly 
1e that Liem established his crucial links | Suharto's stepbrother, Probosutedjo | 80% of domestic consumption. The east- 
th then senior army officers — among | were granted exclusive rights to import | ern area is supplied by Prima which has a 
m Suharto. cloves. Indonesia's clove imports are sub- | 1,000 tonnes-a-day plant in Ujung Pan- 
Indonesian army at this time often | stantial, reaching US$60.9 million and dang, Sulawesi. 
to. supplément its meagre. state | US$120.1 million in 1980 and 1981 respec- ase 
getary funds by raising its own money. | tively. he group has also claimed that Boga- 
This was done by establishing military- The group claims Mega only receives a sari is only paid processing fees, as 
acked enterprises and, in some cases, by | 5% handling fee on total clove imports | wheat-grain imports (both prices and vol- 
assing on trade concessions to private en- | and that prices and import levels are'set by | ume) and flour prices are controlled by 
repreneurs — mostly from Indonesia’s | the government, while clove-trading pro- Bulog, the state logistics board. Sales and ` 
nese business community. fits, after handling fees, are reported to be | earnings in 1981 were estimated at some 
the next stage, the early 1950s, Liem | deposited with the state. This non-budget- | US$240 million and US$12 million, re- 
€ Liong, not wanting to remain a low- | ary revenue is often used to finance more spectively. Bogasari's 1970 articles of as- 
‘isk middleman, went into manufacturing. | ambitious state projects proposed by the | sociation indicate that about a quarter of 
began in textiles, producing raw fabric | aggressive spenders in the government, as. | its profits went to two military-sponsored 
ol aking nails and bicycle parts. A. | opposed to the more fiscally conservative | foundations, but this has been amended in 
later he. extended. his business to | technocrats. the 1977 articles which state that 20% of 
One of the projects financed in this way | . the company' s profits go to unnamed be- 
sia. But growth during this d | is state-owned PT Nurtanio, Indonesia's | neficiaries via the shareholders. 
imited Бесац of then’ ре t | fledgling aircraft manufacturer headed by A little more than a year ago, Bogasari 
, | Minister of State for Research and | took over Prima's management after the 
Technology Dr B. J. Habibie. Nurtanio is Singapore parent was forced to sell its 
currently assembling helicopters under li- | equity to PT Berdikari, a state-owned 
cence from . Messerschmidt-Bolkow- | trading company. The divestment was to. 
8. Blohm of West Germany and light (12-.]- ply with Indonesian Government 3 
' But it was under 7 Süparte govern t | seater) transport. planes under. licence i | 
er 1966 that the Liem group real Trom Casa of Spai 





2s he is also known as Liem Bonk- = 

















































































the Liem family both in trading and manu- 
facturing. 

The Bank Central Asia group, led by 
Mochtar Riady, is considered the best- 
managed and most stable section of the 
empire. It has a more formal organisa- 
tional structure, stronger middle-manage- 
ment and is virtually independent of 
foreign advisers, with the exception of 
Multicor (which is managed by Chemical 
Bank) and Central Sari Metropolitan 
Leasing (managed by Japan Leasing 
Corp.). These two companies exemplify 
the group’s thrust into areas with which it 
is not familiar, by forming joint ventures 
on the expectation that the group will 
eventually learn and accomplish its objec- 
tives. 

The Liem-owned group of companies 
outside the Bank Central Asia group’s fi- 
nance companies is considered the 
weakest part of Liem's investments. 
Operating in relatively competitive mar- 
kets, these companies have not performed 
as well as the others, 
sources say. One factor 
often pointed out is the 
group’s limited manage- 
rial talent, which is spread 
too thin over a wide range 
of activities. Another is 
the group’s tendency to 
hire relatives and acquain- 
tances for key positions. 
Salim's two elder bro- 


the flour market. Comple- 
menting its flour-milling 
activities, Bogasari has 
also established a grey- 
cotton weaving unit pro- 
ducing flour bags and has 
bought four bulk-cargo 
vessels to ship wheat from 
the US, Canada and Australia. 

Curiously, it is none of these major in- 
vestments that has been at the centre of 
controversy in the past. In 1970, Liem's 
trading company CV Waringin was ac- 
cused of obtaining large amounts of gov- 
ernment credit at subsidised rates and 
being allowed to export much more than 
its official quota. There was also an uproar 
late that year when Liem's textile com- 
pany, PT Tarumatex, was awarded a 
US$1:7 million contract to supply clothes 
to the military without a tender — after 
the Ministry of Industry had claimed that 
Tarumatex was unable to meet the con- 
tract terms. 

Many have attributed the group's abi- 
lity to fund its rapid expansion during this 
period to these concessions. But conces- 
sions aside, most admit Liem is one of the 
few Indonesian businessmen who is capa- 
ble in practical terms of exploiting oppor- 
tunities. Liem's ability to arrange financ- 
ing for large, complex projects, to bring 
parties together and to actually see the 
project through is highly regarded among 
fellow businessmen. 

As the group has told the REVIEW: 
"There are a lot of people probably having 
the same facilities, haVing an entrepreneu- 
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thers, Andre and Albert, are actively in- 
volved in this grouping. 

The group recognises its shortcomings 
in this respect and is trying to overcome 
them by training staff from within and hir- 
ing experienced professionals from out- 
side. But the supply of local managerial ta- 
lent is extremely tight and the various 
Liem enterprises are still expected to rely 
on foreign advisers and technicians for 
some time yet. Together with other weal- 
thy businessmen, the group has estab- 
lished a management institute called 
Prasetya Mulya to train and develop local 
managers. 

The group is also known to pay well to 
attract talented people, and would like to 
adopt Japan’s lifetime employment sys- 
tem. Although this objective is still far 
away — it is not old enough yet to have 
employed anyone for a lifetime — the 
group likes to point to its ability to keep 
staff turnover at a minimum. 

Currently the group’s permanent and 


h—s )— ————— am a 5 A——————————————» 


non-permanent employees in the Indone- 
sian operations number around 25,000 — 
mainly salaried or wage-earning employ- 
ees, ranging from senior executives to 
truck-drivers' mates. Some 3,000 trucks 
are in operation every day servicing the 
group's main industrial activities, includ- 
ing cement. 

The Liems are trying to cultivate a “cor- 
porate culture" which they believe will 
play a binding role to compensate for the 
lack of a rigid corporate structure. One 
distinct feature of this culture, according 
to them, is that people in the group work 
extremely hard. The management style 
“disincentivises people who do not work 
hard" and rewards financially those who 
do, says Salim. Another is a strong com- 
mitment to the group and its goals. At- 
tracting people in sufficient numbers and 
of suitable ability to run the Liem enter- 
prises is not an easy task, prompting Salim 
to comment, “it is not good to be the 
largest, sometimes." —MANGGI HABIR 
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alim; group headquarters in Jakarta: ‘to catch a fish, first buy bait.’ 





rial instinct, whether to go in and how [to] 
implement things." But Salim likes to add: 
“You have to be born in the right place 
and at the right time." 

The largest major investment in manu- 
facturing has been in cement. In 1973, 
when the group obtained a licence to build 
a cement plant, several state companies 
were already in the market — Semen 
Gresik in East Java, Semen Padang in 
West Sumatra and Semen Tonasa in South 
Sulawesi. But the group's joint venture, 
PT Distinct Indonesia Cement Enter- 
prise, involving Distinct Investment Co. 
of Hongkong and another foreign joint 
venture, PT Semen Cibinong involving 
Kaiser Cement of the US, were both given 
prime locations just south of Jakarta. 
This covers the most lucrative market en- 
compassing Jakarta, West Java and 
Sumatra. 

Initial capacity of 500,000 tonnes a year 
was soon doubled to 1 million tonnes at a 
cost of about US$115 million. In 1978, the 
group completed two more cement plants 
of 1 million tonnes-a-year capacity each, 
costing US$187 million, under the corpo- 
rate aegis of PT Perkasa Indonesia Ce- 
ment Enterprise. Three years later, PT 
Perkasa Indah Indonesia Cement Putih 


Enterprise was established to produce 
white cement, adding a further 200,000 
tonnes of capacity at a cost of US$23.6 
million. 

The group's cement operations, known 
collectively as the Indocement Group, are 
all located in Cibinong, about 40 kms 
south of Jakarta. Together they represent 
the largest cement production in the coun- 
try, accounting for some 38% of total in- 
dustry capacity. Group sales in 1981 were 
estimated to be between US$214-238 mil- 
lion. 


he Liem group is also involved in 
numerous propery-development pro- 
jects. Among these are the 500-һа. 
medium-to-high-cost housing project, 
Pondok Indah, in south Jakarta, Wisma 
Metropolitan, a prime office building, and 
the Jakarta Mandarin, a prime hotel. 
Wisma Metropolitan, in Jakarta's Jalan 
Jenderal Sudirman, houses the Bogasari 
and Indocement corporate headquarters 
and is a joint-venture development owned 
25% each by Hongkong Land and Singa- 
pore Land and 50% by Metropolitan Ken- 
cana, in which the Liems hold a 50% 
stake. They thus have a 25% indirect 
share in Wisma Metropolitan. (Kencana is 
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rrowed | inds because of their ability to five-year. demand proje 
| draw from banks with minimum disclo- | especially with the construction of road 
has poem into the s domestio pri- sure. But Liem representatives told the | networks and general development i in In- 
e national bank i th ошту with REVIEW that debt normally amounts to | donesia's outer islands. 

two-thirds of any project's financial re- Having expanded into the three major 
f 1981 and after-tax earnings Rps 1. 48 | quirements, with the rest coming from | areas of manufacturing, finance and 
illion for that year. The bank is effec- | their own equity funds. trade, domestically, the group is now con- 
vely managed by Lee Mo ‹ : Some have also pointed tothe use of the centrating on becoming a diversified mul- 
Mochtar Riady), who himself has invest- | group's own construction and engineering tinational company, especially in trade and 
ments in several finance companies, andis | firms in large projects, which would sig- financial services — areas which are man- 
considered one of the best-managed | nificantly shorten the payback period on | power- -intensive and require a minimum 
mong Liem's investments. ' | capital investments. This is denied by the | of capital. Another reason is that it is dif- 
n 1974, Bank Central Asia, together Liems, however, who point out that inter- | ficult to invest in capital projects abroad, 
ith Chemical Bank of New York, Long- national. banks financing large projects in the Asean countries, for instance, 
rm Credit Bank of Japan, Royal Bank | would not allow this, and that the group's | where access is often difficult for political 
f Scotland and Jardine Fleming of Hong- | construction and engineering firms play | reasons. 
ong, formed PT. Multinational Finance ‚опу a minor role. Meanwhile, Salim argues. that... his 
Corp. peras bank fnanciati in- group’s ongoing and long-term invest- 
i ments in Indonesia reflect its confidence 
over future business prospects at home. 
the motor industry. Initially; Liem en- | Liem's most visible continuing investment 
у | tered the market with Volvo of Sweden, | where he plans to more 
| but since 1982 he has been. pur Acquiring double existing capacity to above 9 million 
interests in Japanese cars. mi 1986. Four cement units are cur- 
Í ; y construction with an esti- 


































































К trade and distribution, the group ap- 
pears to be preparing a major re-entry to 






cee up PT Asur: e] 
ayain in 119751 іп addition и to his p perty i in- 


e Liem Investors ena located 
ting Indocement plants. The 
; | oint venture with the Sahid 
| group, le Sukamdani Gitesardjono, a 
relative o Suharto, and situated in the 

“Central Java coastal city of Cirebon. 
rand vid ! ЧИ S PUn - "||. The group is currently building three 
re manufacture | Hi p _ | Investment Banking. ^ || new prime office buildings along Jalan 
тя BA | Jenderal Sudirman. One will be adjacent 
vu i | to Wisma Metropolitan and the others not 
2 ent. - | Commediti ` зу co fi far away; each will cost some US$52-66 
| кш M | i P i million. One company involved in these 
projects is Hongkong-registered Perwick 


‘Plywood — General commodities 
Galvanised-iron sheets Bay Ltd, which is owned. by Soiporate 


с NM | nominees. 
Another major long-term project. in 
| which Liem is involved is a US$800 million 
cold-rolled steel mill. Liem and Ciputra 
(the principal behind the property and 
construction Jaya group) hold 40% of the 
project equity. Another 4096 is held. by 
the state-owned PT Krakatau Steel with 
Sestacier SA, a Luxembourg-based in- 
vestment company holding the remain- 
der. Construction is expected to begin late 
this year with completion scheduled for 
1987. ies 
The Liems’-equity exposure to the steel 
plant will be US$96 million. This is.on top 
of the roughly US$240 million they must 
stump up in equity for: the four: cement 
plants. | 
The group has stressed, that thase. n 
term investments at home far outweigh its 
| investments abroad. “To amortise [the In- 
donesian investments] will take seven to-10 
years," said one member. of the group. 
This is significant given the general expec- 
tation that Suharto's current term in of- 
jabi 



































distributor in Indonesia for motorcycles 
and vehicles of Suzuki of Japan. In the 
motorcycle market Suzuki now holds third 
place behind Honda and Yamaha and 
controls about 11% of the market for com- 
mercial vehicles. 

Although Suzuki's share of the car mar- 
ket is relatively small: compared to the 
giants, Mitsubishi (PT.Krama Yudha), 
Toyota and Daihatsu (PT Astra Interna- 
tional), unit sales:are growing rapidly. 


‘ance company, Asuransi Central Asia, 
hich was established earlier. The group 
. also owns an insurance broker named РТ 
ntral Antar Jasa. 

When in 1980 the Ministry of Finance 
pened up leasing opportunities for 
eign joint ventures, Bank Central Asia 
and Japan Leasing Co. joined to set up 
i5 "En Sari Metropolitan Leasing | latei in 
198 

With assets of опу US$277 million, itis 
-apparent that Bank Central Asia cannot Liem is also involved with three other 
support all the financing needs ofa group | vehicle makers with relatively. smaller 
whose total assets in Indonesia are undis- | market shares: Hino and Mazda, through 
` closed but which some outside estimates |-interests in their distributors, PT National 
t well above US$1 billion. The Liems | Motors and PT Unicor Prima; and Ford 
_ decline to disclose the actual figure with | through partial ownership of distributor 
^the:.group "about to go public" in In- | PT Harapan Mobil Nusantara. : 
‘donesia. But because of its 27-branch net- Liem this year obtained a licence to pro- 
“work throughout the country, the group | duce Hino diesel engines. Teaming up fice, due to end in 1988, will prob: 
has largely used the bank to facilitate with Hino Motors Ltd: and: Sumitomo his last. In addition, 

most of its daily banking needs ns- | Corp., Liem's partly owned. National | « 

fers and remittances — especially fo Motors and wholly owned Unicor Pri па 
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NV (Netherlands) have been substantially 
financed with funds raised offshore. 

Pointing to the group’s recent in- 
vestment in a Singapore cement-grinding 
plant, which when completed will import 
cement clinker from the Indocement plant 
as raw material, he added: “If you con- 
sider that US$60 million is going to be in- 
vested in Singapore, that is a very bad 
thing. But if you are talking about export- 
ing to Singapore about 1 million tonnes of 
cement clinker a year, that means US$50 
million [in] foreign-exchange earnings à 
year. Even the financing is not done 
through Indonesia because we are buying 
machines from Taiwan using hg ie tasty 
facilities and we are going to finance the 
local cost with local banks.” 


he clinker-grinding plant was origi- 
nally supposed to be a joint venture 
between Liem interests and Singapore 
banker Wee Cho Yaw; specifically 
through Wee's family company King 
Leong which is run by his son Wee Ee 
Chaw. The Wee interests withdrew, how- 
ever, possibly sharing a quite common 
view that Singapore will soon be over- 
supplied with cement capacity (REVIEW, 
Mar. 10). But the Liems are convinced 
they will have a strong price advantage 
over competitors such as the Japanese and 
Taiwanese who require several days to 
ship clinker to Singapore, whereas it can 
be shipped from Indonesia in a day. 
Sources indicate, however, that these 
large-scale investments will not be re- 
peated and that domestically the group 


' will concentrate on consolidation rather 


than growth over the next five years. 

One important move contemplated by 
the Liems within this period is to go public 
on the Jakarta stockmarket, which cur- 
rently lists only around a dozen shares. 
The cement and flour-milling companies, 
as well as the banking interests, are likely 
to be floated off. Plans for these flotations 
are currently being drawn up. 

The primary objective will not be to 
raise funds but to allow Indonesian par- 
ticipation in group companies. This, 1t is 
argued, will reduce the group's current li- 
mited political dependence on the Suharto 
government and helpstrengthenits position. 

The Liems do not seriously fear, how- 
ever, that their Indonesian interests are 
likely to be jeopardised or their assets ex- 
propriated after Suharto goes. They argue 
that the activities they have built up — 
whether in shelter (cement) or other basic 
commodities such as clothing and food — 
are essential to the country. They claim 
they have proved they can operate these 
interests more efficiently than most 
(though this is hard to prove in the ab- 
sence of published figures). 

The Liem group pays little attention to 
refuting its domestic critics or to explain- 
ing its long-term policies in Indonesia — 
even though such explanation might well 
serve to defuse many of these criticisms. 
The time is not yet right to reveal its inten- 
tions, say group members, concerning cer- 
tain plans. Explains Salim: “If you just lis- 
ten to what people say, you go crazy. You 
have to do what you believe in.” 
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Seoul's hi-tech dash 


Major firms, lagging behind their counterpa 


rts elsewhere, try 


to elbow their way into the lucrative microelectronics field 


By Shim Jae Hoon 

Seoul: The South Korean electronics in- 
dustry, whose output in 1981 was worth 
some US$3.7 billion, is likely to undergo 
crucial changes in the next few years. Fac- 
ing the growing challenge of survival in an 
increasingly technology-intensive world 
market, the giants of the industry, with big 
new investments and impressive research 
and development (R&D) schemes, are all 
crowding the door into the brand-new 
world of microelectronics. 

Their immediate target is to grab a 
share of the world market for high- 
technology equipment, including micro- 
computers, office- and factory-automa- 


tion equipment and large-quantity pro- 





duction of semiconductor memory chips. 
This is an inevitable trend for the industry, 
which in recent years has been signifi- 
cantly lagging behind its rivals, notably 
Taiwan, in both export volume and indus- 
try growth. 

South Korea's exports of electronics 
were worth US$2.25 billion in 1981 com- 
pared to Taiwan's US$3.3 billion. While 
the South Korean electronics industry 
since 1979 has grown by 9.2% a year, that 
of Taiwan expanded by 20.5%. South 
Korea's slower growth from 1979 con- 
trasts sharply with its earlier expansion 
rate of 37% during the 1971-81 decade, in 
contrast to Taiwan's 27%. 

The principal reason for its setback has 
been the industry's failure to upgrade its 
technology in recent years; thus it has not 
offered increasingly sophisticated items 
on the market. Although, with foreign 
technology, some local manufacturers 
have offered low-density memory chips of 
32K ROM (read-only memory) capacity 
and 8-bit microcomputers, most are still at 
the stage of assembling imported parts. Of 


23 companies which assemble imported 
chip components, 13 are joint ventures or 
wholly owned by American or Japanese 
interests. 

A government report published in Feb- 
ruary expressed concern over the lagging 
technological investment of electronics 
makers, contending that time is running 
short for the industry here, The govern- 
ment's answer is to adopt the so-called 
leapfrog method — jumping over inter- 
mediate stages of technology, straight to- 
wards assembling and production of com- 
puters, memory chips and office and fac- 
tory automation equipment. The report 
suggests an aggregate investment on the 
massive scale of Won 2.3 trillion (US$3.07 
billion), of which Won 30 billion is to be 
devoted to research into microchips. 


he Ministry of Commerce and Industry 

report, which has so far won an en- 
thusiastic response from the industry, 
seeks to limit the share of home appliances 
and other electronic consumer goods to 
42% of total output in the next five years. 
The share of computers, electronic- 
switching systems and semiconductor 
memory chips is to be raised from the cur- 
rent 12% to 20%; that of component-parts 
manufacturing is to shrink from 45% now 
to 38% in 1987. 

The report, however, focused on inten- 
sive government and industry efforts to 
develop and promote mass production of 
microchips, exports of which by 14 joint- 
venture companies in 1981 remained at an 
insignificant US$600 million or so. 

South Korean firms generally fabricate 
low-density semiconductors used in 
watches and clocks. These, along with in- 
tegrated circuits for TV sets and audio 
equipment, comprise the main electronic 
product lines of such industry giants as 
Samsung, Gold Star and Korea Electro- 
nic. They turn out 3-in., 5-8 micron cir- 
cuit-line chips — none yet makes ROM or 
RAM (random-access memory) micro- 
chips. 

However, Gold Star and Samsung 
Semiconductor and Telecommunications 
plan to fabricate microchips of 32K ROM 
beginning in 1984, using imported silicon 
wafers. And Hyundai has expressed in- 
terest in moving into total microchip pro- 
duction, including design, etching and 
bonding. 

However, chips of this capacity are still 
a far cry from the 64K RAM chips now 
flooding the world market. Japan and the 
United States soon expect to mass pro- 
duce and market much more powerful 
chips with as much as 256K RAM capa- 
city, leading many here to wonder whe- 
ther massive investment and a. crash 
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costing 05527 mil- 


` ` of US$500,000, will 


ERT TA 


technology-research | programme are 
worth the money. 

Leading the pack of enthusiastic new in- 
vestors in the microchip industry, how- 
ever, is none other than Chung Ju Yung, 
chairman of the giant Hyundai group 
whose 1981 net sales were some US$7 bil 
lion. Chung, who started out in construc- 
tion and diversified into vehicles, ship- 
building and heavy machinery, now be- 
lieves semiconductors are the wave of the 
future. 

Early in March, Chung stunned the 
local industry by announcing a five-year, 
US$450 million investment programme to 
mass produce semiconductor chips. In a 
two-pronged strategy to invade the high- 
technology field, he has set up Hyundai 
Electronic Industry Co. in South Korea 
and Modern Electro Systems Inc. in Sili- 
con Valley, California, the latter 
capitalised at US$5 million. 

According to Lim Chae Won, director 
of Hyundai Electronic, Chung has also ap- 
proved an initial investment of US$100 
million for 1983-84 to 
lay down manufactur- 
ing facilities at In- 
chon, south of Seoul, 
and another plant, 


lion, at Sunnyvale, 
California. A team of 
five South Korean- 
American scientists, 
hired at total salaries 


oversee R&D of, 
first, 64K RAM mi- 
crochips, and later 
256K RAM semicon- 


ductors for marketing 
in 1988. 
At least on 


paper, Hyundai’s pro- 
duction schedule lists 
120,000 silicon wafers 
in 1984 with produc- 
tion in the final year of investment reach- 
ing some 750,000 wafers a year. 

Chung’s dream of becoming the silicon- 
wafer king of South Korea has provoked 
concern that he might create a white 
elephant, just as his brother, Chung In 
Yung, went bankrupt with the huge 
Changwon  heavy-machinery complex 
which has now been taken over by the gov- 
ernment. "But businessmen don't gam- 
ble," Lim, who is Chung's chief aide on 
microelectronics, told the REVIEW. 

Hyundai's plan rests on a scheme to use’ 
half the microprocessors and silicon chips 
for the group's own requirements in its 
vehicle, shipbuilding and heavy-generator 
production. With 10% of net sales (pro- 
Jected 1988 sales of silicon chips: US$1 bil- 
lion) going into research and develop- 
ment, Hyundai hopes to produce systems 
equipment for office and factory automa- 
tion. 

Daewoo, with 1981 net sales of US$2.9 
billion, is another giant apparently mov- 
ing into high technology over the next few 
years. After branching into construction, 
shipbuilding and heavy machinery from 
Daewoo's original base in textiles, chair- 


58 


the industry by a 
wing of Taihan Е 
claims a third of South Korea's market in 
home appliances and TV sets. 

Bae Soon Hoon, the US-educated vice- 
president of Daewoo Electronics (which 
had 1982 exports of US$40 million), 
makes no secret of his ambition to invade 
the semiconductor market. He has plan- 
ned an initial investment of US$87 million 
for facilities and another US$80 million or 
so in operating budget to initially process 
and then produce 3- to 5-in., low-density 
circuitry chips, 40% of which will be used 
by the Daewoo group. 


Lic Hyundai, Daewoo hopes to export 
the rest as “customised” chips. Bae be- 
lieves about 8% of total electronics sales 
will be earmarked for R&D. “Daewoo has 
8% of the world’s market for portable 
radio sets, but that, as everybody knows, 
is not going to grow in future,” he said, 
explaining Daewoo's decision to go for 





high technology. But like Hyundai and 
Gold Star — another powerful figure in 
the South Korean electronics industry — 
Daewoo is aiming at a big domestic mar- 
ket for electronic switching systems in the 
next few years to pay part of the initial in- 
vestment and R&D cost. 

One company watching this trend with 
increasing nervousness is. Gold Star, 
which has three decades of experience in 
pioneering South Korea's infant elec- 
tronics industry. Originally starting with 
cosmetics, Gold Star expanded into elec- 
tronics, and covers the full range from col- 
our TVs, videotape-recorders (VTRs), 
electronic switching systems and, in recent 
years, to processing microchips. With the 
group's net sales in 1981 reaching US$5.6 
billion, it has become the first South Ko- 
rean company to set up an appliances fac- 
tory in the US. It is investing US$5.5 mil- 
lion in Huntsville, Alabama, to launch a 
wholly owned American subsidiary pro- 
ducing colour TVs and microwave ovens. 

One of Gold Star's big advantages is its 
technological agreements with leading 
American electronics makers, includi 
Western Electricand Honeywell Informa- 


g the ied Aor "Со, а hit venture with Western 
Wire Co., which 










Electric, specialises in bi-polar linear pro- 
ducts and MOS (metal-oxide semiconduc- 
tor) chips. 

Here, too, big investment and R&D ex- 
penditures have been earmarked for the 
expansion of its electronics plant at Kumi, 
near Taegu, targeted to produce 400 sili- 
con wafers a day to turn out 64K RAM 
chips in 1984 with technological support 
from its American partners. 

“Competition in technology is tough,” 
conceded Dr P. June Min, senior execu- 
tive manager of Gold Star Semiconductor. 
“But even here [in semiconductors], we 
believe there is a place for [South Korea] 
to participate,” he added. 

To maintain its position as the country’s 
leading electronics maker, Gold Star 
Semiconductor is investing US$50 million 
in the Kumi plant and another US$50 mil- 
lion in its systems sector, designed to pro- 
duce computers and office- and factory- 


‘automation equipment. As long as Gold 


Star maintains leadership in electronic 
switching systems and other sophisticated 
products such as VTRs and industrial elec- 
tronics, it can maintain the commanding 
position it has enjoyed over the years, ob- 
servers here believe. One indication of 
Gold Star’s ambitions is its policy of send- 
ing 1,800 of its technical staff to the US 
every year for on-the-spot training at 
Honeywell and Western Electric. 

With the government determined to 
raise the share of electronics exports to 
US$6-7 billion by 1986, microelectronics 
is rapidly turning into a primary concern 
of the South Korean industry over the 
next few years. 

Problems the industry now confronts 
are numerous; not the least of them are 
shortages of skills and capital. Of the 
roughly 250,000 people employed by the 
industry, only 4.7% are considered tech- 
nicians. The recently launched Korea In- 
stitute of Electronic Technology, a gov- 
ernment industry project, has difficulty 
securing supplies of funds and competent 
scientists for its research operations. 
Some in the industry are concerned that 
overlapping investments will lead to was- 
tage of funds and unnecessary competi- 
tion both at home and overseas. 

Given the massive scale of investment 
required and difficulty in securing ad- 
vanced knowhow from the US and Japan, 
the current headlong rush into semicon- 
ductors could prove a costly misadven- 
ture, just as the late president Park Chung 
Hee's earlier crash development of heavy 
industry in the 1970s created gigantic inef- 
ficiencies. 

Some local critics wonder whether it is 
still not somewhat premature for South 
Korea, which claims only 1.5% of world 
electronics output and 2% of global ex- 
ports, to vault into the high-technology 
field. With Samsung, Gold Star, Hyundai 
and Daewoo all jumping on the wagon, 
the government, they contend, will have 
to intervene before long to straighten out 
the traffic and perhaps subject these firms 
to another round of “readjustment” and 


"restructuring." 
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Genghis KAN, Ned KELLY 


Auditors: Fudge, Rosetint and Golightly 


: America and Uruguay Finance Co. (Uruguay) Ltd (incorporated 
іп Hongkong as a registered deposit-taking company) © : 


Lender of last resort: Borneo Malleable Finance Co. Ltd. 

` Stockbroker: Certain relatives of the directors 

Solicitors: Messrs Callous and Silent 

Trustees: Dooyoo, St Cyr, Li, Warnerby, Rich (a limited partnership) 
Valuers: Ring Rampe ffix Associates. | 


























Shinvest will select forinvestment such ity with levels of pay and other benefits pr 
eemed “special” by its directors, not- operators of off-course betting syndicates. Sever 
withstanding that such deeming may be undertaken on the known financial institutions have also indicated t 

basis of hearsay, self-interest, ignorance or greed. suitable fee (or item of jewellery), ‘they will purcha: u 
_ 2. The Directors: HRH Prince Youhaff bin Hadd is well from directors who provide buy-back guarantees su 
known to local special situation investors as the “un-named Бу banks resident in designated jurisdictions (i 

backer representing certain Middle Eastern interests." He clude Chad, Paraguay and Tuvalu). 

has acquired a name privately for the purposes of this ven- 5. ‘Winding-up: The trust will be wound up at the discreti 

` ture, as part of a more general move up-market. He has wide опе or more of its directors, such winding-up to be d 

` experience of oil refining, container leasing, fund manage- final upon utterance of the words, “It's the fuzz,” and s 

. ment and Italian banking. ` taneous closing of doors of Shinvest offices. Employee: 
Gunther Lunsch: Little is known about Dr Lunsch, other post upon the trust’s doors such information as may 
"than that he is managing director of the regional headquart- ‚ thought of interest to shareholders. Thereafter, т 

ers in Hongkong of Heiligewasserplatz Landesbank, which obliged to remain in Hongkong if any commitme 
hasa tok commitment to property-related кайшы. (Non- ly, financial or other nature should be drawn to his atte 
executive 

Genghis Kan: Much — albeit unreliable and contradictory ernment of South Guangdong does not institute official enqui 
— is known about Mr Kan, who will be in charge of day-to- ries into defaults and defalcations caused by 
day running of the trust. He has acquired senior managerial asdi 
experience, and a broad portfolio of passports, іп а number _ Her Precious Metallic Majesty as administered by her Ex- 
of Southeast Asian countries. Mr Kanis noted forhisaggres- traordinaries, Sir Hew Aryew and Sir Charles Laisser-F. \ 
sive approdi to new situations. | ; 

Ned Kelly: Mr Kelly trained as an accountant with the- 
Australian international partnership Nice, Percentage. He | AP PLICATION FORM ; 
will supervise the trust's treasury-management and internal- SUBSCRIBERS’ OFFER: SIRS — I wish to subscri 
valuation functions. minimum of 998 units in the Shroff Hongkong Investment 

A distinguished team of international advisers will assist | ata price of HK$540 per unit. I believe your proven tr 
|. the board in identifying investment opportunities. They are, COrds in the financial and property markets make yon the be 

И ин Yu (San Francisco), Roger Tesco (Costa Silencio) and custodians for my owa/somebody: ele Y^ money, Т аш оеп 

mad/hopelessly corrupt/just plain greedy. s 
nA Vermillion (Chiasso). ў | ; 
vestment Policy: It will be the policy of Shinvest to retain Number of units Cash enosed! 


a Ум, degree: of liquidity, in both cash and jewellery-type as- | SPECIAL FOUNDERS’ OFFER: Sirs — I wish г 
sets. All monies not otherwise invested will be held with the | subscribe good money to your trust, but also to become 












































trust’s bankers, America апа Uruguay Finance Co. its directors. I am/have recently been* a director of a maj: 
(Uruguay) Ltd, variously in America and/or in Uruguay, not- foreign bank in Hongkong with some spare loan capacity onit 
withstanding that such disposal of monies may be based on books. 

the presence and/or absence of extradition treaties, pass- Name of bank 
ports, backhanders and favourable prevailing local interest Reason you need the money (tick one): . 
rates. All properties acquired by Shinvest will be mortgaged eC] 
to'the hilt and, if possible; beyond. 

4. Remuneration of Directors: Directors’ remuneration will 
be fixed at levels which the directors may from time to time 
themselves me subject toan over-riding ae fp 













Margin callC Political ситарацдиГ) бтеейб 
. Other (please specify) . 
. "delete as appropriate 








Е DON line —for now 


A forced sale by Hongipng Land brings the 
ications л Кы closer together 


by subsequent developments. 


eee ae 


territory's telecommun 


By Christopher Wood 

Hongkong: A local hong’s need for cash 
has brought Hongkong’s two telecom- 
munications companies together in an 
“arms-length” liaison. Cable and Wireless 
ple (C & W), 45% owned by the British 
Government, has bought a key 34.8% 
stake in Hongkong Telephone, which 
competes locally with C & W (Hong- 
kong), itself 20% owned by the Hongkong 
Government. 

This somewhat anomalous position is 
the result of the March 24 announcement 
that Hongkong Land has agreed to sell its 
34.8% holding in Telephone, acquired in 
a dawn raid in January 1982, toC & W for 
HK$1.4 billion (US$208.9 million). This 
made a trading profit for Land of more 
than HK$400 million on its 14-month in- 
vestment — a 35% holding is the trigger 


point under the local takeover code. 


When it bought in, Land went out of its 
way to describe the investment as strategic 
and long term. But chairman David New- 


' bigging has now had to eat those words. 


Not that anyone was unduly surprised 
Market 
rumours were rife for weeks that the Tele- 
phone stake was up for sale — the result of 
the seemingly urgent need to raise cash in 
the  Land/Jardine Matheson stable 
(Shroff, REVIEW, Mar. 31). Confirmation 
of the deal has since only strengthened 
stories of pending rights issues and corpo- 
rate restructurings, especially as Land was 
conspicuous by its absence at the press 
conference to announce the sale. Report- 
ers had to be content with Newbigging's 
official statement that in the current cir- 
cumstances of Hongkong's property mar- 
ket, it was considered in Land's share- 
holders' best interests to accept the 
C & W offer. 

However, according to C & W chair- 
man Eric Sharp, it was Land which first 
approached C & W — just 10 days prior 
to the announcement — though Sharp 
agreed that the offer did not surprise him. 
He told the REVIEW: "It did not surprise 
me for the same reasons it did not surprise 
you." A major United States telecom- 
munications company is also thought to 
have been interested in buying Land's 
stake but is said to have backed off owing 
to a reluctance to intrude on what C & W 
regards as its own territory. 

Some have also suggested that C & W's 
British origins may have been a factor, be- 
sides price, in deciding the deal. Sharp 
confirmed that the Hongkong Govern- 
ment had approved the sale, though there 
is no statutory requirement for this. The 
bulk of the payment has been made 
through the issue of 30 million C & W 
shares in London, reducing the British 
Government's stake from slightly more 


than 50% to 45%, with the balance in 
cash. C & W paid HK$40 per Telephone 
share compared with a Land purchase 
price mostly of HK$31. 

The question now is whether Telephone 
will remain autonomous in its local opera- 
tions or if the C & W purchase presages a 
first step in an eventual takeover. Its 
34.8% holding is a virtual controlling one 
as Telephone has a fragmented sharehold- 
ing structure with more than 20,000 indi- 
vidual holders. There is reason to ask to 
what extent Telephone has been neutered 
by the deal despite an official 
joint-company announcement that it and 
C & W (HK) would continue as “separate 
entities, competing in areas where the 
market and customers demand such ser- 
vices but cooperating in ventures where 
their combined technical and commercial 
resources will be of mutual benefit to both 
organisations." 


harp and Telephone managing direc- 
tor Eric Walker described the new re- 
lationship as “arms-length.” Significant- 
ly, Brian Pemberton, managing director 
of C & W (HK), has been invited to join 
the Telephone board wearing his other hat 
as director of Far East C & W plc. 
Telephone and C & W have been in- 
volved in litigation in the past in a dispute 
over the share of revenue on international 
telephone calls to and from Hongkong. 
This was settled in 1981 after adjudication 
by the Hongkong postmaster-general with 
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Pemberton: another hat. 


Telephone taking 40% and C & W 60%. 
Walker, however, confirmed that despite 
the C & W buy-in he would be continuing 
to press his claim for a bigger share of in- 
ternational revenue — he is asking for up 
to 50%. Another area of potential friction 
is telex services, where Telephone is now 
competing directly with C & W (HK) 
through its recently introduced Datel 
Message Service, a way of sending mes- 
sages to and from telex machines and 
word processors through telephone lines. 

There are, therefore, grounds for a sub- 
sequent general offer by C & W for Tele- 
phone. Sharp agreed "absolutely" that 
this was an option. But for now, C & W plc 
has strengthened its position in its most 
lucrative market. An example of British 
Prime Minister Margaret Thatcher’s 
privatisation policy, almost half of C & W 
was floated off to the public in November 
1981, raising £224 million (US$324.8 mil- 
lion). In its end-1982 accounts, out of total 


Deeper into the red 


A cut in the ex 


rt price of its Daging crude oil 


may widen China's expected trade deficit this year 


By Robert Delfs 

Hongkong: The price of Daqing crude 
that China exports to Japan will be re- 
duced 1595 to US$28.70 a barrel from 
US$33.70, retroactive to February 10, fol- 
lowing price talks in Peking which con- 
cluded on March 23. Japan agreed to pur- 
chase 8 million tonnes (58.2 million bar- 
rels) of Chinese crude in calendar 1983 
with an option to purchase an additional 
300,000 tonnes. Even including the op- 
tional amount, Japanese purchases would 
still be 9% less than in 1982. 

Similar cuts are believed to be in store 
for other Chinese crude buyers — Brazil, 
Romania, the United States and the 
Philippines — and there are reports of 





Daging crude offered on the spot market 
at US$28.10. Japanese purchases aver- 
aged 74% of China's total crude exports 
over the second half of 1981 and the first 
half of 1982. 

Assuming China maintains crude ex- 
port volume of about 12 million tonnes 
this year and that the new price holds, the 
cut will reduce China's foreign-exchange 
earnings from oil exports by US$440 mil- 
lion. Last year, China scored a foreign- 
trade surplus of US$4.6 billion. However, 
a deficit of US$2 billion had been pre- 
dicted for 1983 as a result of planned in- 
creases in imports, without taking into ac- 
count the likely effects of the recent 
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trading profits of £78.1 million C & W de- 
rived £50.9 million or 65% from Far East 
and South Pacific operations, of which 
Hongkong is by far the dominant centre. 

C & W is also expanding into China. 
Among other projects, a letter of intent 
was signed last September with the 
Guangdong  telecommunications au- 
thorities for the formation of an equity 
joint venture to provide telecommunica- 
tions services for South China Sea oil op- 
erations. The company also has 75% 
equity in a Macau subsidiary which will 
undertake a HK$1 billion programme to 
modernise that territory's telecommuni- 
cations system. 

If the Telephone purchase means that 
C & W has strengthened its grip locally, it 
is also increasing its exposure to politically 
risky Hongkong and its vulnerable cur- 
rency and entering a franchise market. 
One advantage for Telephone is that 
C & W's presence may prove a help in its 


softening of worldwide oil prices. 

In its trade with Japan last year, China 

maintained a surplus of nearly US$2 bil- 
lion, though as Minister of Foreign 
Economic Relations and Trade Chen 
Muhua noted during trade meetings in 
Tokyo in February, this is likely to be a 
temporary phenomenon. Japan’s exports 
to China fell by 21.7% last year to ¥871.7 
billion (US$3.5 billion — in dollar terms 
the decline was 31.1%). Imports from 
China grew 13.3% in yen terms to ¥1.3 
trillion. 
. Leading the decline in Japanese sales to 
China were machinery and equipment, 
down 50% from ¥531.2 billion in 1981 to 
only ¥265.5 billion, followed by textiles 
and fibres, down 31.5% to only ¥90 bil- 
lion. 

Japan’s losses would have been more 
serious were it not for a surprising re- 
covery in steel exports to 2.9 million ton- 
nes, rising 23.3% in value terms to ¥323.5 
billion. Sheet and plate accounted for 
most of the increase — Chinese purchases 
last year were worth ¥182.5 billion, 
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continuing campaign to persuade the 
Hongkong Government to change the 
scheme of control under which it operates 
as a public-utility monopoly. This limits 
the company's net return to 16% on share- 
holders’ funds with any excess profit ap- 
portioned 80% to a development-fund ac- 
count and the balance to capital reserves 
for the issue of bonus shares when approp- 
riate. 

Stockbroker Hoare Govett argued in a 
1982 company note on Telephone that the 
present scheme is too restrictive, in part 
because it does not allow the company to 
take advantage of favourable credit- 
financing terms, so forcing resort to equity 
financing (a guideline laid down by the 
commission of inquiry which drew up the 
scheme implemented in 1976 recom- 
mended that debt gearing should not ex- 
ceed 30%). 

Telephone has spending commitments 
of more than HK$5 billion up to 1987. De- 


that is, an increase of 55.8% over 1981. 

Sales of specialised alloys and high-car- 
bon steels tripled in value to ¥24.9 billion, 
while tubing and pipes sales jumped 
81.4% to ¥73.9 billion. China ranked 
third as a destination for Japanese steel 
exports last year, after the US and Saudi 
Arabia. 

Steel sales are expected to grow sub- 
stantially this year and should exceed the 
1980 total of 3.4 million tonnes. China has 


t c dp 


to the surplus. 





spite this, and the fact that Telephone s re- 


venues from international calls. come 
under the scheme of control whereas 
C & W (HK)'s do not, the government 
turned down Telephone's case for a 
change in December. But with British tax- 
payers' money now involved, local civil 
servants may find themselves under more 
pressure. Sharp said C & W plc would sup- 
port Telephone's continuing efforts to 
have the scheme changed. 

Other potential conflicts of interest be- 
tween Telephone and C & W (HK) re- 
main evident, however, especially with in- 
ternational-call revenue expected to easily 
outpace the growth in demand for basic 
telephone services in coming years. In 
1981 Telephone earned HK$698 million 
from international calls and HK$1.1 bil- 
lion from line rental and other services. In 
these circumstances, the logic of a sub- 
sequent coming together seems compel- 
ling even though it might suit C & W to 
keep the corporate structures separate. 

Another option would be a full offer 
and the floating off of a minority stake. 
Hoare Govett wrote last year: "The out- 
look for the telecommunications sector in 
Hongkong suggests an eventual merger 
between the operators of the internal and 
external telephone networks as the cost- 
savings benefits that can be derived from 
economies of scale and a greater degree of 
company cooperation become more appa- 
rent." 

Recent events would seem to confirm 
this view, despite Walker's evident inten- 
tion to stand his ground. He told the 
REVIEW: “I don't think we are about to be 
neutered and I am not the type to be neu- 
tered. Our largest shareholder should not 
forget there are another 20,000 sharehold- 
ers." But such considerations did not pre- 
vent the Land sale, a development which 
Walker admitted he knew nothing about 
until 48 hours before the actual announce- 
ment. [r] 
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ordered more than 2 million tonnes for 
shipment in the first six months of 1983 
against 1.3 million tonnes delivered in the 
same period in 1982. 

In addition to further expansion in steel 
purchases this year, China is expected to 
purchase much more major plant equip- 
ment and some previously cancelled or de- 
layed complete-plant purchases may be 
revived. Japan will be the major be- 
neficiary of growth in this category. 























EN» SHANGHAI | 
B HOTELS, LTD. 


1982 Final Results 


| E Thé audi ted c consol lidated i net profit of the Group. for: the year ended December 31, 
` 1982, after providing for taxation and minority interests, amounts to HK$127,346,131, 
< са decrease of 5.02 per cent as compared with the 1981 figure of HK$134,082,734. 


| At the forthcoming Aviat General Meeting di Members to be held on Monday. May 2, 
|. 1983, the Directors propose to recommend the payment of a final dividend of 70 cents 
< pet share, making a total of HK$1 per share for the year compared with 83. 33 cents. 
"per share in 1981 (after adjusting for a bonus issue of one for five in May 
"This represents a total distribution of Н K$98, 651,520 compared with H 

.in 1981.. 


In view of a current economic situation, while the Di rectors anticipato » that an- 
interim dividend of 30 cents per share can be maintained, the final dividend for 1983 
wilt clearly depend upon the circumstances prevailing at the time. | 


B The Register of Members of the Company will be closed fram April 15 to May 2, 1983, 
both days inclusive, and final dividend warrants will be despatched to Shareholders on 
May-2, 1983 immediately following the Annual General Meeting. 





Hong Kong, March 17, 1983 


THE HONGKONG AND SHANGHAI HOTELS, LTD. 








. | capital reserve. 


charge came to 


from 22.7% ` 


aay over бре > 
million to M$64. 2 


‘| first-ever со 


"| quired Kwong Jat 
Malayan United Ba 
The pre-tax figures wc 
higher still but for the poor p Баве 


After-tax net profit of "Hongkong Realty 
and Trust Co., 
Wheelock Marden group, amounted to 
HK$198.6 million (US$29.8 million) in 


1982, down 64% from the HK$554.1 


million posted in 1981. Including extra- 
ordinary profits of HK$194.6 million 
realised from the sale of long-term in- 
vestments and deferred profits, total net 
profit came to HK$393.2 million, down 
:56% from the 1981 figure of HK$901.7 
million. 

Directors are recommending a final 
1982 dividend of 22.5 HK cents for every 
HK$1 A share and 4.5 cents for each 20- 
cent B share. Interim dividends of 17.5 

‚ cents per A share and 3.5 cents per B 
'" share were paid in November. The direc- 
tors are also planning to declare pay- 
ment of a cash bonus of 10 cents and 2 
cents respectively for each A and B 
share; this will come from the company's 
— À CORRESPONDENT 


Harrisons in retreat 


Malaysia's third-largest estates com- 


25 pany, the newly restructured Harrisons 


Malaysian Plantations Bhd (HMPB), 
saw a sharp fall. in income in the nine 


| months to Dec. 31, 1982, with post-tax 


ofits dropping 20.2% to M$40.2 mil- 


lone, record low 
commodity. halved net earnings 
from M$21 8. єй in 1981 to M$11.3 


urse for the full-year м ; 
t targ of M$50 million forecast at 
eover by state-owned 


e of its 


of 77.4% 
| Weakening state-controlled retail sugar 


a member of the 


owned Central Sugars. 
prices and low consumer demand took 
gross income at Central Sugars down 
38.3% to M$20.5 million on turnover 
55.5% lower at M$135.7 million. The 
subsidiary's net earnings were halved 


from M$30.2 million to M$15.1 million. 


Central Sugars declared a second in- 


{епт dividend of 20 M cents (less 40% 


tax) per M$1 share, making a total pay- 
out for the year of 30 cents, up 5 cents 
from 1981. MUI itself announced a sec- 
ond dividend of.4 cents gross, making 
6.5 cents for the year — a drop of 1 
cent. However, in overall monetary 
terms МОЛ 1982 dividends absorbed 


| M$12.6 million, an increase of 70.5% 
| over the previous year. MUT's paid-up 


capital was raised from M$296.5 million 
to M$341.2 million during the year. 
— JEFFREY SEGAL 


Permodalan Nasional Bhd in September 
1982. Increases in output of all the com- 


‘pany’s crops, except copra, have already 


partly compensated for poor prices. Pro- 
duction of rubber was up 6.6% over the 
nine months to 30,303 tonnes; palm oil 
rose 13.3% to 106. ‚382 tonnes; palm ker- 


‘nels grew, 43.5% to 29,323 tonnes and 


cocoa increased 53.4% to 4,137 tonnes. 
As а result, group turnover dropped by 
only M$6. 9 million to M$183.2 million. 
The HMPB board announced an in- 
terim dividend of 8 M cents gross per 
M$1.00 share, absorbing M$1.60 mil- 
lion. The halfway payout a year earlier 


had been 2.5р (3.65 US cents) per 10р 
| share, which cost a total £4.2 million. 


HMPB's paid-up capital is set to increase 
by 22.3 million shares after April when a 
one-for-15 rights issue is due to be ap- 
proved. The M$70.1 million issue will be 
used to partly finance the proposed 
M$159 million takeover of Barlow Plan- 
tations, formerly 100% owned by Per- 
modalan. Barlow's 14,000 ha., added to 
HMPB's existing 75,000, will make 
HMPB bigger in area terms than both 
Sime Darby and Guthrie Corp. 

— JEFFREY SEGAL 


Tyre maker rolls on 


Unconsolidated net income of Bridge- 
stone Tire, Japan's top producer of car 
tyres, advanced by 21.1% to ¥17.2 bil- 
lion (US$73.4 million) in the term ended 
Dec. 31, 1982, even as total. sales re- 
treated 4.5% to 3490.8 billion. Sales of 
repaired tyres rose 2% but those of tyres 
for new cars dropped 7% to parallel ade- 


‚| crease in car production. Exports to the 
United States and oil-producing coun-. 


tries were sluggish. The substantial in- 
crease in net income was largely due to 


pines’ 








further gains of ¥ 9 bi 
deployment. 


predicts a 4% climb ir 

early economic recovery is 

either in domestic or ov 

~~ and a decline of 5% in recurring 
owing to the yen's appreciati 

fit per share for 1982 was ¥3 


from ¥29.85.° The dividend w: 


changed at ¥10. — KAZUMI MIY. 


Adelaide steams ai 
Diversified industrial investor A 
Steamship Co. of Australia boosted i 
net profit by 31% to A$5.9 million 
(US$5.1 million) in the six month: 
Dec. 31, 1982. After including earni 
from associated companies, howe 
total profits rose 56% to A$15.6 mi 
compared to A$10 million previous 
The greater profit rise was earned | 
group revenue which rose to. A$157 
million (previously. ,A$77.4 million) 
largely reflecting the purchase. of Met 
Meat Industries Ltd. 

Interest charges rose to. A 
(previously A$6.3 million) while the 
preciation provision was doubled : 
A$2.4 million (from A$1.2 million). 
company declared an interim. dividend 


ous 9 cents. 


Marcopper Mining Corp., 
second-largest copper 


vestments in fishing, incur 

of. P56.6 million (US$5. 9. on) 
1982, nearly three times the loss 
P21.3 million in. 1981. Weake 
prices on the world market and lo 

port shipments. cut the compan’ 
venues to P462.4 million from the pre 
ous P519.8 million. Part of the 1982 Ic 
resulted from its unprofitable 70% $ 
in subsidiary Mar Fishing Co:, which i 
curred a P19.9 million loss in the: same 
period. — LEO GONZAC 


Carpenter's cut 


Australian trading company W. R 
penter Holdings tees a net pr 
only A$95,000 (US$82,500) in 

months to Dec. 31, а st 
cline from the net profit o A$5.8 milli 
earned in the 1981. correspondi 
period. Directors blamed the r 

and low сорга апа cocoa prices: 
downturn. Interest charges, which e 
panded by 20% to A$7.4 million, al 
helped cut the profit. Group revenue 
slipped 2.8% to A$215.5 million, d 
from A$221.5 million previously 


‘spite the difficult first: 
“have declared a steady in 


of 7.5 A cents a share, to be 


reserves. 











амап sui going strong 
AIPET'S strong advance continued in the period to Mar. 28 and has remained unmatched by 
her Asian stockmarkets which, though closing firm in the main, were hounded by under- 
lying bearish domestic factors. Hongkong was mainly qüiet as it awaited 1982 results from five 
g companies. There was relative strength in Tokyo, Seoul and New Zealand. Sydney saw 
ll trading while Kuala Lumpur and Bangkok weaken 


g 















was Baht 42.1 million (US$1.8 million). The Book 
Club Index lost 0.55 of a point to close at 114,88. 


SINGAPORE: Prices tumbled during the first two 


days of the period but a mild recovery subsequently 
arrested the decline... News. that. the Malaysian 
Chinese political leader Datuk Lee San Choon was 
es and Exchange Commission's decision to per- | stepping down created uncertainty. Investors also 
g in eight shares earlier suspended (briefly) | appeared to be paying more heed to warnings from 
reported financial difficulties. They also | some analysts that prices had climbed too high. Turn- 

n absence of short selling. over dropped. Fraser's Industrial Index shed 92 

A oo oue * points in the first two days of the period. The sub- 


TAIPEI: The market advanced for the eighth con- 
utive week, pushing the average weighted index 
gher by 8.36% to its closing 620.04 points. Average 
lume rose to NT$2.15 billion (US$53.7 million). 
r and electrical-machinery stocks showed the 
increases; textiles were the only issues that 
alysts attributed the good showing to the Sec- 

























cet edged upwards on in- 
easingly thin шту. The Hang ‘Seng’ Index 
the period 20.79 points up at 975.90. Average , 
оште was HK$150 million (US$22.5 million). | KUALA LUMPUR: Market confidence was sapped 

€ market remained quiet ahead of a major report- | by such factors as the resignation of Malaysian: 
day on Mar. 30 when Hongkong Land, Jardine | Chinese Association chief Datuk Lee San Choon. 
son, Cheung Kong, Hutchison Whampoa and | Fraser’s Industrial Index, posting a five-day fall for 
Pacific were-all due to announce 1982 results. | the first time in more than two months, closed 53.56. 
sts hote that so farthe markethas largely taken points lower at 2,933.26. Volume türnover; dom 
esults in its stride, though it remains nervous | nated by industrial and property counters, dropped 
umoured. rights issues... These were. | by nearly a third to just 49.4 million units as institu- 

1 ed. Бу confirmation of Land's sale of its 
gkong Telephone stake to Cable and Wireless. 
ing the trend was the First Pacific group whose 
ed vehicles continued to attract investor sup- 


34 points, with the index closing at 4,736.46; 




















YO: Fueled by broker activity and net foreign 
ying. the market continued to climb. Domestic 
sales were said to have increased and there 





ome optimism about a recovery in some sectors | aries Index rose’ 
3.3 points to close at 506.1 nover remain-- 


ав export markets. Trading was particularly 
in small issues and thé second section of the | 
exchange: was approaching historical highs. 
Nikkei-Dow Jones Average closed at 8,387.91, : 











ed light throughout the period, with: attention 
focused mainly on Grace Bros and Myer’ Stock- 
"index futures are pointing to little movement from 
present price levels over the next few months. There 





3.01 points in moderate trading. = 











5 Volume. fell to.377.2 million shares as 
culators stayed on the sidelines. However, the ex- 
inges registered a fairly large value turnover of 
8.8 million (US$2.75 million) due mainly to brisk 
ivity, for still unknown reasons, in Metrobank.. 
he seldom-traded commercial bank has not figured . 
s for some ‘time: now. It. moved. 80,290 

5 mostly at between P178 and P179 compared 
h its last-traded P175 (on Mar. 15) for a total of 
million, of more than half of the week's aggre- 
. The share-price trend was irregularly higher for 
es and commercial-industrials. Oils rallied on 

28 on'the belief that selling in the past several 





though low volume indicates uncertainty among in-. 
stitutions. : 


NEW ZEALAND: The market remained firm de- 
spite rumours of further government moves. to re- 
duce liquidity which were borne out when finance 
companies were required to put an additional 2% of 
assets into .government securities.. Prime. Minister 
Robert Muldoon indicated he may take further steps 
in the same direction, though he plans to leave the 
life-assurance companies alone since substantial tax 
increases were imposed оп them'in 1982. So far the 
market has held up well despite these moves, 



























SEOUL: Reports: of brighter export prospects 
pushed. export-related- industrials to sharp gains, 
which helped the composite index to close 0:45 of a 












ing recent solid advances, ing after institutional investors intervened on Mar. 23 
tors that should dep | | and the index rose to 120.05 on Mar: 26, Brokers ex- 
expected domest pect the market to remain lower estors 
as local authorit vere- still. i official |: parently still being attracted by the b 
confirmation from Middle East supplie lowever, | was very active with several new 
would appear: that im “any. oil-price | . i i 

reduction on the market will be negligible since this. 

has already been disco 
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sequent recovery cut the overall loss for the period to | 










has been limited overseas interest in some situations, 
















point higher at119.77. The stockmarket stopped slid- 
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СЕ energy technology at work around the world. 


1. Engineering, construction and 
project management services for 
the petroleum, petrochemical, 
alternative fuel and other pro- 
cess industries. 

2. Fossil-fueled and nuclear 
steam supply systems and ser- 
vices for electric utilities and in- 
dustrial steam generating plants. 
3. Industrial materials and re- 
fractory products for steel, alumi- 
num and other metal industries, 
and automated equipment for 

‚ metal casting. 


4. Equipment, products and 
services for onshore and offshore 
oil and gas exploration, produc- 
tion and production processing. 
5. Equipment, systems and 
services for electric utilities, 
pulp and paper and other pro- 
cess industries, and resource 
recovery systems. 

No other company has 
C-E’s broad range of capabilities 
to help make the most effective 
use of the world’s energy re- 
sources. For more information, 


including a listing of our offices 
around the world, write: 
Combustion Engineering, Inc., 
Dept. 7004-265, 900 Long 
Ridge Rd., Р.О. Box 9308, 
Stamford, CT, USA 06904. 


COMBUSTION 
ENGINEERING 


Energy Technology. Worldwide. 


LETTER FROM SUMILON ISLAND 


nly six people call it home. But 

Sumilon Island, a speck of land in 
the waters of the central Philippines, has 
got a lot of people very angry. The tiny 
island has become the focus of a weighty 
political and economic controversy 
which has pitted province against pro- 
vince and set environmentalists against 
politicians and subsistence fishermen. 

What is everyone fighting about? It so 
happens that submerged beneath the 
crystal-clear waters all around Sumilon 
is one of the Philippines’ most produc- 
tive and gorgeous coral reefs. And the 
problem is that everyone thinks they 
know what is best for it. 

Local fishermen just want to fish. 
They know a good thing when they see 
it. Coral reefs are excellent breeding 
areas, and fish yields in and around the 
reef have been prolific. Each day some 
30 fishermen set out in hand-paddled 
canoes to drop hand- 
lines and nets and 
place bamboo traps. It 
is a peaceful scene, and 
has been their means of 
subsistence for genera- 
tions. 

Environmentalists, 
however, are trying to 
keep the fishermen 
away. They too know a 


good thing when they see 
it. A protected coral reef 
is a marine biologist's 
dream: an underwater 
kaleidoscope of colours, 
an ideal spot to study 


tropical marine life, 
a tremendously produc- 
tive ecosystem. 

At this point the en- 
vironmentalists have the 
upper hand in the de- 
bate. In 1980 a portion of 


size of their fishing ground has been re- 
duced and they fear that the level of 
catches will suffer. But such fears may be 
unfounded. According to Silliman Uni- 
versity marine biologist Angel Alcala: 
"Leaving the reef intact means more 
fish. The protected reef acts as a reser- 
voir." He continued: “The reef can sup- 
port only a limited number of fish, and so 
there is a spillover of fish into areas 
which remain open to fishing." 

Alcala has made a name for himself as 
a feisty defender of the reef and of the 
Philippine environment in general. 
"People say I am abrasive over conserva- 
tion issues," he conceded. Sporting a 
Sumilon Reef T-shirt aboard the univer- 
sity's marine-research vessel, the 53- 
year-old Alcala looks no more than 40 — 
controversy seems to keep him fit. He 
speaks with a calmness, though constant 
motion of his bare toes, clutching at the 


Alcala and Sumilon: an ecological battle. 





the reef — 700 ms, or 
20% of the entire reef around the island 
— was designated a national marine 
sanctuary by the Philippine Bureau of 
Fisheries and Aquatic Resources. The 
island itself was declared a national 
park. Fishing and coral collecting are 
prohibited in the sanctuary and in a pro- 
tection zone which extends 100 ms 
offshore around the circumference of 
the island. 

In granting special status to the island 
and its reef, the Philippine Government 
upgraded Sumilon's already guarded 
standing. A resolution barring fishing 
within the 100-m. limit had been passed 
in 1974 by the town council of Oslob, 
Cebu province, which, in theory at least, 
has jurisdiction over Sumilon. The ordi- 
nance empowered Silliman University 
— the driving force behind the reef-pro- 
tection movement — to administer the 
area. 

The reaction of the fishermen to all 
this has been, predictably, negative. The 


Cebu province; Silliman University, 
however, is not. Some of Cebu's top offi- 
cials feel that if the Philippine Govern- 
ment is going to authorise a university to 
oversee the park and sanctuary, it should 
be one of the many in Cebu. They feel 
that Silliman, which is based in nearby 
Negros Oriental province, has muscled 
in on territory where it does not belong. 
“We are not claiming the island for Neg- 
ros," Alcala answers, smiling at what he 
obviously considers a ridiculous notion. 

Alcala identifies the main threats to 
reefs in the Philippines as the use of de- 
structive methods of fishing and coral 
collecting. А powerful pro-fishing 
lobby, which includes 
the mayor of Oslob, pro- 
motes the use in the area 
of moro-ami, perhaps 
the most ecologically de- 
structive of the non- 
traditional fishing tech- 
niques. This method in- 
volves 50-200 people 
standing in a semicircle 
and pounding coral with 
rocks to scare the fish 
forward. The noise 
drives the fish straight 
into a net at the other 
end. “The original Ja- 
panese method,” Alcala 
explains, “used coconut 
fronds dragged over 
corals to produce the 
noise. The Filipinos have 
improved the method, 
using rocks to pound the 
corals to get the required 
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blue wood planks of the boat’s deck, 
provide a clue to his intensity. “Pro- 
tected reefs mean more fish,” he says. 
“Still that is a difficult idea to sink into 
the heads of local fishermen.” 


f statistics can convince, Alcala must 

be netting some converts. He and his 
researchers have demonstrated that 
fish yields in Sumilon from 1977 to 1980 
ranged from 17 to nearly 20 tonnes per 
sq. km. per year — an extremely high 
figure — caught by some 100 fishermen 
using traditional methods. One major 
reason for the high yields, Alcala main- 
tains, was the protection of a portion of 
the reef. 

Progress is being made in convincing 
fishermen that in this instance conserva- 
tion and high output go hand in hand. 
But Alcala faces potentially stiffer op- 
position from politicians who question 
the university’s territorial authority for 
the project. Sumilon Island is part of 


noise.” 

The Bureau of Fisheries and Aquatic 
Resources is said to be considering a ban 
on the use of rocks in fishing operations. 
But they need to act fast. Only 10% of 
the reefs in the Philippines are still in 
"excellent" condition, according to Al- 
cala. The rest have degenerated to vary- 
ing degrees. About 60-65% are “bad,” 
he says, silted from denuded land areas, 
dynamited by coral gatherers, or pul- 
verised by the effects of moro-ami. 

The impact of this destruction goes 
further than the loss of a beautiful natu- 
ral environment. If Alcala's data is cor- 
rect, healthy reefs are essential in 
generating large schools of fish. A recent 
report estimated that 54% of the protein 
intake of Filipinos comes from fish 
catches of subsistence fishermen, a large 
percentage of whom work in and around 
coral reefs. A drastic reduction of this 
key source of protein will occur if the 
reefs are ruined — that is ultimately AI- 
cala's message. — ADI IGNATIUS 
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Fact vs propaganda 


Coming from a former United States am- 


bassador to Cambodia from 1970-73, 
Emory Swank’s The Sth Column 
[REVIEW, Mar. 17] is not surprising in its 
tone. What is surprising is the fact that 
Swank should allow his emotional con- 
tempt for the Khmer Rouge to win over 
his lucidity as an analyst of the interna- 
tional situation in Southeast Asia. In fact, 
Swank’s article resembles Vietnamese 
communist propaganda rather than an im- 
partial analysis of the political situation in 
Cambodia. 

The real issue involved here is not whe- 
ther the Khmer Rouge are good or bad. 
The issue is the occupation of Cambodia 
by Hanoi's troops and the Vietnamisation 
of Cambodia by Vietnamese cadres. 
Swank wrote that “Cambodia’s cultural 
institutions, including Buddhist temples 
. . ." have been restored. But it was re- 
ported by Elizabeth Becker in her series of 
articles in the Washington Post dealing 
with Indochina: "The authorities have 
suppressed Buddhism, not only the faith 
of the vast majority but an important cul- 


Sann: a testimony of will. 





tural underpinning of Cambodia. Pagodas 
are locked to worshippers except for the 
few." 

This example alone is sufficient to ques- 
tion the validity of Swank's other asser- 
tions. How much fact was Swank able to 
gather on his recent trip to Cambodia and 
how much Vietnamese propaganda was 
he led to believe to be fact? 

Swank's abhorrence of the Khmer 
Rouge is legitimate and well founded. No 
sane person can deny the crimes and at- 
rocities that the Pol Pot regime committed 
during its almost four-year reign of terror 
in Cambodia from 1975. But no reason- 
able and just person can deny the revul- 
sion that all Cambodians have for the 
Vietnamese aggressors. 

The truth is that the overwhelming 
majority of Cambodians despise both the 
Khmer Rouge and the Vietnamese com- 
munists. The dilemma for all Cambodians 
is whether to sit idly by as their country 
with its 2,000-year civilisation is wiped off 
the map of Southeast Asia or to attempt to 
alter the course of events with the best re- 
sources available. For a vast majority of 
Cambodians, the Democratic Kampuchea 
coalition formed in June 1982 by Prince 
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Canon introduces 
the world’s first 
Personal Cartridge Copiers. 
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^ www The new РС-10 and PC-20 are an entirely 
| new concept in plain paper copying. Canon 
has put all the key components of its 
copying system — the photosensitive drum, 
developer unit, and toner — into a simple, 
no-fuss, user-replaceable cartridge. 
The result: copiers that are truly compact, 
affordable, easy to use and practically 
service-free. 


The world's smallest and lightest. 

The PC-10 is so compact — about the size of an electric 
typewriter — that it can go where copiers have never gone 
before. The slightly larger PC-20 makes copying even easier 
with an automatic paper feeding cassette. Put one beside 
you at work, whether your business is small or large, 
whether you work in an office or at home. 


Virtually maintenance-free. 

Canon Personal Copiers are easy to care for. Each 
cartridge is good for about 2,000 copies. After that, you 
simply pull out the old cartridge and snap in a new one. An 
instant solution to the old problem of maintenance. 


Three-color copying on almost all kinds 
and sizes of paper. 

The PC-10 and PC-20 copy in black, brown, or blue. When 
you want to get creative, just change cartridges for multi- 
colored copies. And these Personal Copiers can handle just 
about any kind of paper to produce copies from A4 to 
business card size. 

The world's most affordable. 

No other plain paper copier beats our price. 
Canon Personal Cartridge copying is 
a new way of life. 

You can now have a copier of your own. The PC-10 and 
PC-20 are ideal for home-based businesses, executive and 
academic offices, or even for the family. 
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| words Swank, “Look first at what is hap- 


«мег to this diffi 
"tion should be pe 
of the will and 


. сарееѕ from the He beds regime. 
Walle it is m 


tary Many hav 
Hanoi-installed reg 


dian people be give 
overwhelmingly p 
non-aligned and neutral Cambodia. 

It isconve forthe Samrin regime to 
blame Pol Pot for Cambodia’s ills; it 
should be remembered that most of the 
members of this Hanoi-installed leader- 
- Ship were themselves former Khmer 

Rouge cadres. They are as much responsi- 
ble for the slaughter of the Cambodian 


ople as are Pol Pot and his associates. - 


For that matter, the Vietnamese. com- 
munists deserve some of the blame as. 
for they were ardent supporters of 

the Khmer Rouge until 1978, when it be- 

me clear that Pol Pot was no 

ent an ally as the Vietnamese wished. 
To say that Cambodia has made "an as- 
nishing and remarkable recovery” inthe 
ontext of its systematic destruction by the 
-hmer Rouge is not saying much. Indeed, 
he wake of the complete destruction of 


he country's economic infrastructure by 


he Khmer Rouge regime, it did not take- 
. much reconstruction by the Vietnamese to 
таке it impressive. The point is whether 
ће Vietnamese-installed government in 
“Phnom Penh will have the capacity and 
‘the support of the people to meet the chal- 
у lenge of a meaningful reconstruction in re- 
. sponse to the need of a modern society. 
Ё SAR SITHAN 


5 one. of Washington's last ambassadors 
lependent Cambodia, Emory 
ank’s opinions should be heard with at- 


conclusions, whict ; тав would 
_ Serve. the interests of neither the Cambo- 
. dian nor American people. 

wank Duties the leaders ine the non=: 


ic 


the кош ` Various recent re- 


|» ‘Vietnamese oceupation troops govern 


the country through a skeleton structure 
which is called a government. Decisions 
are made in Hanoi and transmitted to the 
Vietnamese Embassy in Phnom Penh. 

» Beyond the minimal amount required 
to keep the country going, resources are 
concentrated on providing for the welfare 


"of the Vietnamese troops and towards ef- 


forts of propaganda and indoctrination. 
» Religious freedom has not been re- 
stored. 

Naturally, the truth is hard to pin down 
and is sometimes lost between different 


interpretations of the same events. But | 
there is one truth that cannot be denied: | 


the Cambodian people have cause to fear 
for the future. 

Cambodia has been under pressure 
from Vietnam for decades, which has al- 
ready resulted in the loss of large amounts 


ofits territory. Swank talks ofa federation | 


of the former Indochinese states under 
Vietnamese leadership, but how can he 


guarantee that federation is not the first f | - 
annexation? Will the | | 


step -towards 
Khmers become one more of the subj 


minority groups in a greater Vietn 


One admires the Vietnamese for. thei 
centuries-long resistance 


mitted:to. practise a similar. domination 


over their neighbours 


Aliran ` he Malaysian reformist: move- 


ment) hopes that the government will ask | 
Bank Bumiputra to make public its find- | | 
ings on the lending operations of Bumi- 
| [Rev Malaysia Finance Bhd in Hongkong; 


EVIEW, Feb. 24]. 


+- There are three main reasons why this | 
should Бе done. One, Bank Bumiputra, . 
though a private commercial bank, is | 


strongly linked to the state and therefore 


‘concerns the public. Two, since it is 


mainly because of support from the 
Malaysian public that Bank Bumiputra 
has become the nation’s leading bank, it is 
only right. that the public is told what 
exactly happened in Hongkong. And 
three, the issue has in any case become a 
major public controversy both in local fi- 
nancial circles and abroad. Rather than 
allow speculations to go on, the manage- 
ment of the bank should come out with a 
full explanation, once investigations are 
completed. 

The public would like to know, for in- 
stance, the value of bank loans given out; 


"| why the bank lent what appears to be a 


considerable sum of money to a dubious 
property company; whether any collat- 
eral was involved in the lending; and why 

ventional banking policies were set 
aside п the various transactions. 
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San Francísco- 
The West's 
Most Experienced 


' Cargo-Handler 


From the mid-1800's to the early 19005, sailing 
schooners brought large quantities of lumber to 
a rapidly growing San Francisco. Discharging 
this cargo, as pictured here at the busy Third and 
Berry Street yard on the Channel, was along and 
arduous job — offen taking from several weeks 
toa month to unload a single shipment 

Today, fast discharge and loading time is 
crucial to steamship lines in order to maintain 
sailing schedules and to reduce in-port overhead 
Complete turn around time for a container ship 
can be accomplished now in just a few hours 

At the Port's container facilities on the Southern 
Waterfront, we have 10 container berths serviced 
by 6 gantry cranes that are presently unloading 
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extra-large container yard and congestion-free 
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customers of a smooth fast operation 
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Pages 54-69 


Раде 1 

Vietnam deals its heaviest-yet 
dry-season blow against the 
Cambodian guerillas — and car- 
ries the fight across the border 
into Thailand. Meanwhile, Viet- 
nam's Foreign Minister Nguyen 
Co Thach explains his ideas of 
national independence. 


Pages 16-18 

As new rifts develop in Asean's 
united front on Cambodia, French 
Foreign Minister Claude Cheys- 









son states France's point of view 
on recognition of the coalition 
government. 
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People in the East Malaysian state of Sabah have been used to an- 
nual payments from the state’s Sabah Foundation (right) to see 
them through hard times. In 1981, the personal payment reached a 
record M$150 (05$65). Last year it was zero. This is perhaps the 
clearest indication of a faltering of Sabah’s boom economy in the 
wake of the global recession. Kuala Lumpur correspondent Jeffre 
Segal looks at the economy and the problems of two of Sabah's val- 
uable resources, natural gas and copper. And in an interview with 
Segal, Chief Minister Datuk Harris Salleh explains what steps are 
being taken to overcome the state's development problems. 
Cover photo: Anthony Rowley 
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Ershad pinpoints 
areas for debate 


Bangladesh’s chief martial-law 
administrator, Lieut-Gen. H. 
M. Ershad, elaborating on his 
offer to open a dialogue with 
the country’s politicians, has 
identified three subjects — 
foreign relations, defence and 
the national economy — which 
he says should be kept above 
party politics. In a published 
article Ershad said the country 
needed an opposition’ which 
would accept the verdict of 
elections without question and 
would support the government 
on issues of national interest. 
In return, the government 
would consult the opposition 
on major policy questions. Li- 
inited political activity — dub- 
bed parlour politics — began as 
scheduled on April 1; with 
many leaders demanding the 
restoration of full political 
rights. — $. KAMALUDDIN 


Chun allows former 
premier to travel 

Kim Jong Pil, a former premier 
in the government of the assas- 
sinated South Korean presi- 
dent Park Chung Hee, will be 
allowed to go to the United 
States in response to an invita- 
tion from Columbia Univer- 
sity, it has been announced. 
Kim remains banned from all 
forms of political activity under 
a special law enacted by the 
government of President Chun 
Doo Hwan. But the decision to 
allow him to travel may repre- 
sent another step towards over- 
all political relaxation. The 
move leaves Kim Young Sam, 
former president of the now- 
disbanded New Democratic 
Party, the only major figure 
still under political restriction 
and police surveillance. A voc- 
iferous critic of Chun, he is now 
in his second year of house ar- 
rest in Seoul. — SHIM JAE HOON 


Mahathir lifts curbs 

on British i 

Three weeks after holding talks 
in London with British Prime 
Minister Margaret Thatcher 
(REVIEW, Mar. 24), Malaysia's 
Prime Minister Datuk Seri 
Mahathir Mohamad ` an- 
nounced that he was lifting the 
18-month old “buy British last" 
policy. Contract bids and ten- 
der proposals for government 
projects coming from British 
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firms would no longer have to 
be vetted by the Prime Minis- 
ters Department, Mahathir 
said, but could instead be ap- 
proved by administrators in the 
agencies concerned. 

The policy had cost British 
companies an estimated £20-50 
million (US$29.46-73.66 mil- 
lion) in lost orders, though 
Mahathir admitted that the re- 
cent fall in the value of sterling 
had forced the government to 
buy some British goods since 
these were now relatively 
cheaper than products from 
other countries. 

— JEFFREY SEGAL 


‘Please rely on me,’ 

says Perez de Cuellar 
Diego Cordovez, the United 
Nations’ Afghanistan negotia- 
tor, goes into a new, two-week 
round of Afghan-Pakistani 
proximity talks on April 11 in 
Geneva both buoyed and bur- 
dened by Secretary-General 
Javier Perez de Cuellar's Del- 





1 
Perez de Cuellar: hopeful. 


phic expressions of optimism. 
Both have just returned from a 
joint mission to Moscow high- 
lighted by in-depth discussions 
on Afghanistan with Soviet 
leader Yuri Andropov and 
Foreign Minister Andrei 
Gromyko. At a wind-up press 
conference there, Perez de 
Cuellar refused to detail the 
basis for his optimism and ap- 
pealed to correspondents to 
“please rely on me; I have 
reasons for hope.” He added 
that his talks with Andropov 
were “encouraging to me,” and 
predicted that events “will con- 
firm my satisfaction.” Perez de 
Cuellar branded any sugges- 
tion that “Mr Andropov will 
withdraw the Soviet troops 
[from Afghanistan] tomorrow" 


as naive. — TED MORELLO 


BUSINESS 


Seoul woos foreign 
hi-tech capital 

The South Korean Govern- 
ment plans to encourage more 
foreign investment in high 
technology by granting tax in- 
centives and allowing bigger 
shares in equity of planned pro- 
jects, official sources said. One 
major potential area for such 
foreign investment is electro- 
nics, including the assembly 
and fabrication of a range of 
products from semiconductor 
memory chips to microcomput- 
ers. 

Possible incentives the gov- 
ernment is considering for 
foreign investors include 100% 
ownership and exemption from 
the authorisation phase of ad- 
ministrative procedure — pros- 
pective investors may simply 
report their decision to invest 
and need not wait for official 
approval. Direct foreign in- 
vestment in South Korea (on 
an approval basis) in 1982 
totalled US$187.8 million, up 
from US$145.3 million in 1981. 
The target for this year is 
US$250 million. 

— SHIM JAE HOON 


Nine Japanese electric and 
electronics firms have estab- 
lished the Foundation for 
Asian Management Develop- 
ment to aid small- and 
medium-sized companies in 
Asian countries, especially in 
Asean, Toshiba, Hitachi, Mat- 
sushita Electric Industrial, 
Sanyo Electric, Sharp, Mit- 
subishi Electric, NEC and 
Sony each contributed ¥50 
million (US$213,000) to set up 
the foundation. Fujitsu was 
also listed as a major con- 
tributor. The foundation will 
be located in Tokyo and will be 
supported by interest from the 
initial investment and by regu- 
lar contributions from the 
founding companies. 

— MIKE THARP 


Japan makes mild moves 
to stimulate economy 

The Japanese Government ap- 
proved on April 5 several mea- 
sures designed to stimulate the 
economy. The steps were long 
on promises and politics but 
short on the money that private 
economists said was needed to 
have any substantive reflation- 


ary impact. Officials said the 
package, which included few 
specific provisions apart from a 
move to compress 70% of the 
present fiscal year's public- 
works spending into the first 
half, would help the economy 
reach the government's target 
of 3.4% real growth in gross 
national product for the fiscal 
year just begun. Notably, the 
package did not include any cut 
in the official discount rate. 

The Bank of Japan, the cen- 
tral bank, remains reluctant to 
reduce the rate because it fears 
further weakening of the yen 
against the US dollar. Analysts 
saw the package as primarily a 
political action, designed to 
help the ruling Liberal Demo- 
cratic Party's chances in up- 
coming local and national elec- 
tions. — MIKE THARP 
Bank Negara expects 
an economic upturn 
Malaysia's economic growth 
rate is expected to rise from 
4.6% in 1982 to 5% this year, 
according to the central bank, 
Bank Negara. The bank's 
latest annual report asserted 
that a revival of industrial ac- 
tivity in the United States and 
Japan would boost demand for 
Malaysian raw materials, lift- 
ing export earnings by 11.3% 
and cutting the balance-of-pay- 
ments deficit from M$7.8 bil- 
lion (US$3.4 billion) to M$6 
billion. 

Malaysia's international re- 
serves should remain strong, 
the bank Said, with foreign bor- 
rowing probably matching the 
1982 record level. On the 
domestic front, demand is fore- 
cast to grow by 1.1%, while the 


rate of inflation should stabilise 
at 5-695. — JEFFREY SEGAL 


Japanese clinch a 
Malaysian power deal 


A Japanese-French сопѕог- 
tium — Toshiba Corp., Mitsui 
and Co. and Alsthom of France 
— has received an order from 
Malaysia for a 900-mw. com- 
bined-cycle power plant. The 
order, valued at about ¥80 bil- 
lion (US$340 million) апа 
awarded by the National Elec- 
tricity Board of Malaysia, in- 
cludes devices being exported 
for the first time from Japan. 
The turnkey operation’s first 
unit is expected to be com- 
pleted by December 1985, with 
the second and third units 
finished in April and August 
1986. —M 
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Three former officials of the Chinese 
Foreign Ministry — Wang Hairong, 
Zhang Hanzhi and Tang Wensheng 
— are to be rehabilitated shortly. 
The women came under a cloud for 
their alleged links with the Gang of 
Four, but have now been cleared. 
However, like Zhang's husband 
Qiao Guanhua, a former Brea 
minister, they are expected to be 
given jobs in semi-official institutes 
allied with the Foreign Ministry. 
One Chinese source confided to the 
REVIEW: *The three had become 
unfair victims of events beyond their 
control." 


DEFECTORS IN DANGER? 
Communist Party of Thailand (CPT) 
defectors in northeast Thailand are 
worried over the outcome of the 
April 18 general election and 
possible changes in policy by a new 
civilian government which could 

ron e them to danger, according 
to Thai military sources. A senior 
officer said he has often heard this 
expression of concern among the 
hundreds of former CPT guerillas 
and their dependants who have 
joined mass defections over the past 


The government began legal action to stop 
a dam project in Tasmania (Mar. 30). 


BANGLADESH 

Political parties were allowed to hold in- 
door meetings but other political activities re- 
mained banned (Apr. 1). 


CAMBODIA 
Fifty people died and about 200 were 
wounded when Vietnamese troops attacked 
the Khmer Rouge base of Phnom Chat near 
the Thai-Cambodian border, it was reported 
(Mar. 31). Vietnamese infantry attacked two 
border camps to the northeast occupied by 
ple loyal to Prince Norodom Sihanouk 
Apr. 3). 


CHINA 

Egyptian President Hosni Mubarak arrived 
on an official visit (Apr. 1). Two Hongkong 
personalities were elected members of the 
Guangdong provincial committee of the 
Chinese People's Political Consultative Con- 
ference, reports from Canton said (Apr. 2). 
Twenty-two former leftist Shanghai officials 
were jailed for up to 14 years, the Shanghai 
Liberation Daily said (Apr. 3). Eight people 
were killed when their aircraft crashed after 
taking off from Canton for Hongkong. 
Xinhua newsagency announced the arrest of a 
Kuomintang agent in Peking said to have 
worked for a nationalist intelligence unit in 
Hongkong. А  South-South conference 
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year. There are now no more than 
200 armed insurgents operating in 
the northeast, once the most volatile 
area in the country. 


RESHUFFLE AT THE STAR 
К = | Changes аге 
|| expected soon at 
Malaysia's second- 
largest English- 
language news- 
aper, The Star. 
he reshuffle 
follows the 
resignation of 
Datuk Lee San 
Choon as 
president of the 
Malaysian Chinese Association 
(MCA) — a political party 
controlling three-quarters of The 
Star's shareholdings. Current 
managing director and group editor 
H'ng Hung Yong, an MCA senator, 
is likely to be replaced either by 
businessman C. S. кш ба by ex- 
journalist Gabriel Lee. Wong is a 
member of the party's central 
committee, while Lee is political 
secretary to the former MCA 
кеч, H'ng himself could be on 
is way to Malayan United 


PE STAR MALAYSIA 


Lee 


opened in Peking (Apr. 4). The Chinese Em- 
bassy in Washington lodged a strong protest 
against the United States decision to grant 
asylum to tennis star Hu Na, Xinhua news- 
agency reported (Apr. 5). 


INDIA 

Authorities in Amritsar banned the саггу- 
ing of firearms and other offensive weapons, 
the Press Trust of India (PTI) said. Eight 
people were killed in a bomb blast in Assam's 
Kamrup district, PTI said (Mar. 30). The New 
Delhi city administration officially ended li- 
quor prohibition (Apr. /). Seven people were 
killed and 13 wounded when police fired on a 
500-strong armed crowd which tried to attack 
a refugee camp in upper Assam, it was re- 
ported (Apr. 2). Sanjay Gandhi's widow, 
Maneka, formally launched het new political 
party, Rashtria Sanjay Manch. Police in Pun- 
jab arrested more than 1,000 Sikh militants in 
a major crackdown before expected protests 
supporting Sikh demands, it was reported 
(Apr. 3).Four people died when police 
opened fire to disperse Sikh militants block- 
ing roads and highways in various parts of 
Punjab, PTI said (Apr. 4). Sikh militant 
leader Harchand Singh Longowal demanded 
a judicial inquiry into police firing at Sikh de- 
monstrators in Punjab (Apr. 5). 


INDONESIA 

A Java court sentenced to death а Muslim 
extremist charged with murder and subver- 
sive activities, a legal source said (Apr. 5). 





Industries (MUI) as executive 
director, replacing the current No. 
2 at MUI, Yong Ming Sang. 


NOTICEABLE SILENCE 

Peking has refrained from criticising 
India for permitting the Dalai Lama 
to make a religious mission to the 
disputed region of Arunachal 
Pradesh, 90,000 sq. kms of which is 
claimed by China. The Chinese 
protested when India sponsored a 
troupe of dancers from Arunachal 
Pradesh to perform at the closin 
ceremonies of the Asian Gaines Тай 
December. However, not only has 
there been no Chinese criticism of 
the Dalai Lama's visit, there was not 
even a direct comment, 


TO BE, OR NOT TO BE? 
Speculation is rife within Japan's 
inistry of Finance (MoF) about 
whether administrative vice-minister 
Yasuo Matsushita will resign his post 
soon or serve another year. What he 
decides will determine the careers 
of a number of senior MoF 
bureaucrats. Mitsuhide Yamaguchi, 
director-general of the Budget 
Bureau, is widely regarded as 
Matsushita's most likely successor. 


Chinese Vice-Premier Yao Yilin arrived 
for an official visit (Apr. 3). 


MALAYSIA 

Datuk Mokhtar Hashim resigned as cul- 
ture, youth and sports minister, official 
sources said (Apr. I). Government depart- 
ments should resume purchases of British 
goods on a normal basis, Prime Minister 
Datuk Seri Mahathir Mohamad announced 
(Apr. 2). 


PHILIPPINES 

President Ferdinand Marcos ordered the 
indefinite detention of a West German and 
three Filipinos suspected of working for com- 
munist rebels in Mindanao, a Defence Minis- 
try spokesman said (Mar. 30) 


SRI LANKA 

Three bombs exploded in a government of- 
fice block in Jaffna and police blamed Tamil 
dissidents (Apr. 2). 


THAILAND 

A prominent political activist, Anant 
Senakhan, was charged with slandering the 
royal family, police said (Mar. 30). Two Thai 
FSE fighter-bombers attacked Vietnamese 
troops who entered Thailand from: Cam- 
bodia, Thai military sources said. A Hong- 
kong Chinese was jailed for 25 years for pos- 
sessing heroin for sale and attempting to 
smuggle it out of Thailand (Apr. 4). 
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= Fortune INTERNATIONAL is а new 
M kind of Fortune designed specifi- 
- . Cally for executives outside the U.S. 





. It fits their need for reliable infor- 
mation directly from business 
.. centers in all parts of the world. 


Special international 
coverage. 

_ Each issue of Fortune INTERNA- 
TIONAL contains almost everything 
from the regular Fortune, but 

. there are also special articles writ- 

.. ten just for international sub- 

| scribers.. Several times during the 

year, the magazine will have its own 

Cover story. And it has its individual 
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Europe for nearly 30 years. 

On the othar side. of the world 
is Louis Kraar, Forrune’s Asian ed- 
itor, based in Hong Kong. He is an 
18-year veteran of international 
business reporting, with special 
emphasis on Southeast Asia. 

Five more seasoned Fortune 
editors have joined them on a jour- 
nalistic team operating from major 
capitals and developing special in- 
ternational stories wherever they 
happen. 


It’s F ORTUNE...plus! 


Put it all together and FORTUNE 
INTERNATIONAL has all the strengths 





Reliable business information directly from world business centers. 


logo, contents page, and letters 
section. 

Editorially it is headed by In- 
ternational Editor Donald Holt in 
the United States. Supporting him 
in London is European Editor 
Robert Ball, who has covered the 


political and economic scene in 
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of Fortune—prestige, authority, 
expert analysis, tough-minded 
reporting, and good writing. Plus 
something more-special interna- 
tional business reporting that isnt 
available anywhere else. 

Fortune INTERNATIONAL is cur- 
rent everywhere. Subscribers 
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"rnational.- 
Its Fortune plus. 


around the world receive theii 
copies of Fortune INTERNATIONAL al 
least a week before the cover date. 


70,000 and growing. 


Fortune INTERNATIONALS © circula: 
tion is over 70,000. But that’s just 
the beginning, 







Subscriber Profile 


Top management 73% 
Middle management 34% 
In business or industry 90% 


Citizen of country of residence 79% 


With a magazine that’s more 


useful and more interesting to in 
ternational executives, this Qe is 

cted to grow substantially. Anc 
сни efforts everywhere are 
being stepped up. 

That means 1983 advertiser: 
are likely to enjoy a significant cir 
culation bonus! 

Just who reads Fortuna 
INTERNATIONAL? They're decision 
makers, usually in sizable corpora 
tions. They're the executives whose 
daily business activities require 





The two editions of Fortune for January 
10, 1983. FORTUNE INTERNATIONAL’ firs 
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A team of the world’s top business journalists produces special international 





coverage. Shown visiting London is Fortune INTERNATIONAL Editor Donald Holt. 


them to be in touch with develop- 
ments all over the world. 


Top advertising market. 


Theyre the people you see on the 
plane between Paris and Frankfurt. 
And getting off the London-to- 
Washington Concorde. And flying 
the Tokyo-to-Hong Kong 747. 
Over 50% are in top man- 
agement, almost half of whom hold 
managing directorships. Nearly 
80% ok for companies that do 
business with firms in other coun- 
tries. Seventy-nine percent are citi- 
zens of the countries in which they 
live. Their average family income is 
estimated at about $70,000 a year. 
Theyre a prime advertising 
audience. And now, for the first 
time, you can reach them in an edi- 
torial environment that’s designed 





issue had its own cover story. That will 
happen several times during the year. 


Mika c 


precisely for their interests. 
Remarkable efficiency. 


You'll be surprised how little our 
Fortune INTERNATIONAL edition 
costs. A one-time black-and-white 
page is only $5,420. Or you can buy 
just the European edition for 
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time black-and-white in the 
North American edition is 
$20,420. But the combined North 
American/International rate is 
$21,740—just $1,320 more. 
Split run? It's free. 

But there’s more. Worldwide adver- 
tisers who have different messages 
for the North American, Euro- 
pean, and Asian audiences can run 
a different ad in each edition with- 
out additional cost. 

There is no split-run charge. 
No extra cost for changing plates. 

Fortune INTERNATIONAL—it'S 
the newest, most efficient, most 
creative way to reach influential 
decide canes in all the business 
centers outside the U.S. 


For more information. 


In Japan, contact Hirowo Itow, 
Japan Advertising Director, 
Fortune, Time & Life Building, 





FORTUNE Internationa subscribers are frequent air travelers; 
they make 700,000 round trips a year. 


$4,020 or the Asian edition for 
$2,170. 


Worldwide Efficiency 
$20,420 


North American Edition 
purchased separately 


International Edition $ 5,420 
purchased separately 


Combined rate for both $21,740 





However, advertisers with 
worldwide messages can enjoy big 
savings by combining Fortune 
INTERNATIONAL with FORTUNES 
North American edition. A one- 


3-6 Ohtemachi, 2-chome, Chiyoda- 
ku, Tokyo 100, Japan. Tel: (03) 
270-6611. 

In Hong Kong, contact Mar- 
tin Clinch, Martin Clinch & Asso- 
ciates Limited, Queen’s Centre, 
58-64 Queens Road East, Hong 
Kong. Tel: 5-273525. 


How to Subscribe 


In Asia, write: 
FORTUNE INTERNATIONAL 


1011 Prince’s Building 
Hong Kong 
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lar kok: Stalemated. diploid, 
ietnam has ропе Баск to the battlefield 
ffort to change the ground rules of 
‘Cambodian chess game: The opening 
abit was the January attack on: the 
e's- National: Liberation 
ront (KPNLF) encampment at Nong 
‘han, the former so-called landbridge 
"which food and rice seeds flowed into 
:ambodià in: 1979-80 (REVIEW, 


pressure е has. blos- 


] ised' zone pu à poss 
ch of vulnerable? border north of the: 


district town of Aranyaprathet. 
y. it is Hanoi's heaviest military 
on since Vietnamesê invasion forces 


artillery and бон in 
sports st is be ‘ests 


inst the Кшт Rouge апсшагу of 
om Chat — a mountain i 
veen the. sprawling No 
T байр. and the .KPNL 


ich up to. 


fied: ali Vietnamese attempts 


000 civilians. fled the en- 
ve on foot and bicycles as the Vietnam- 
leashed а prolonged barrage of ar- 
r salvos, following up 
wi und thrust that carried 
iem up to and at some points over the 
frontier. At least 50: people are said to 
have died and тоге than 200 were 
nded in the assault. 
Foreign journalists have been banned 
from independent. observation along the 
border for the past 18 months, but witnes- 
_ ses — including American Vietnam vete- 
ran Al Santoli; author of the best-selling 
ok Everything We Н, ay Vietnam- 
| ese fire: from-130. mm 
mm. guns was directed: bo 
fugees and also 


| back into the ee had a 
the attack came: 
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"never challenge. China. 
"dominated Vietnam for 1,000 years, and 
during the second 1.000 years they in- 
vaded Vietnam 10 times. Every ime we 
defeated China, we paid tribu 





‘Three dy later; ора of the Sam- 
rong-based 72nd Division opened a sec- 


ond front.70 miles to the northeast against - 
O-bok and.O-smach, two border camps: 


occupied by 30,000. civilians and about 
2,000 poorly trained guerillas loyal to the 
president of the coalition, former head of 
state Prince Norodom Sihanouk. O-bok 
was reported 10 have been overrun on 


THAILAND 


С CAMBODIA 
TAMBOR 











Mouth ofthe Chong: Chom pi | 


to be a matter of time i 
artillery attacks which 


"Having secured their flan 

up new avenues of approac 

Chat operation, th 

targets appeared 

ngae and Nong Sumet, which contain the 
bulk of the KPNLF leadership and have: 
been developed in the past two years into 
generally yeliorpaniged settlements. 


Nes Sumet, itha civilian population р 
of 75-80,000, isguardedby1, ,/00gueril- 

las under Chea Chh 
can army lieutenant who was responsible 
for destroying a string of Vietnamese out- 


- posts during:wet-season fi ighting. 

: ;, His forces, however, are likely to be no 
. match for elements of the 10th Division, a 
unit. stiffened with northern regulars 


which has moved into forward positions 
from a basearea near Siem Reap. Inan in- 
terview on April 3, Chea Chhut told San- 


| toli: ^The Vietnamese would like to see us 


all desk before they go to а Бшш 


Standing by а friend 


Vietnam’s foreign minister says his country will not | 
leave Cambodia until its demands have been met 


By Derek Davies 


peculation that Vietnam is increasing- 
ly anxious about the talks on normali- 


sation of relations being. conducted by 


China and the Soviet Union was emphati- 
cally denied recently by Foreign Minister 
Nguyen Co Thach: In an interview, Thach 
claimed that Asean countries base their 
Vietnam and Indochina policies on the as- 
sumption of collusion between the United 
States and China on the oné hand, and on 
the conflict between China and the Soviet 
Union on the other. “Now, with the les- 
sening-of collusion between Peking and 
Washington and the lessening of tension 
between Peking and Moscow, they are 
afraid their policy will not work,” he said. 


^*So we are not worried.” 


As for the talks, Thach explained: “We 
‘The - Chinese 


‘Hi is very dangerous for 





provoke the chauvinism of a big country." 
Why does Hanoi welcome the Sino-.. 
Soviet talks? “Because we are for peaceful 
coexistence among all countries: 
are for normalisation with i 
our foreign policy is based on 
forces, . not. on. any tionship with 
another country. If you base your policies 
on your links with ether countries, once ` 
they change, you have to change yourself. 
That is very bad.” 
Asked why Vietnam has: moved from 


giants maintained by the late presic 
Chi Minh, Thach said: “Hot 
always been for indepe 

dence is not balancing 

tence. Independence means v 


feie we must depend on tl 
there is no longer a fence, we wil collapse. 


We. are on our own feet. D 





,aone-time republi- ' - 





Thai soldiers: back to battle stations. 


table .. . We will wait, we will fight, many 
of us will die, but we will not be defeated.” 

Ban Sa-ngae to the north has 21,000 
civilians and is garrisoned by an estimated 
5,000 resistance fighters, many of them 
trained by former Cambodian special 
forces commander Мај.-Сеп. Thach 
Reng and deployed in three lines of well- 
fortified defensive positions. Intelligence 
reports indicate they are facing at least 
7,000 Vietnamese troops of the 7th Divi- 
sion, brought in from the Parrot’s Beak re- 
gion in eastern Cambodia last year and 
backed by a significant force of T55 tanks. 

Thai army commander-in-chief Gen. 
Arthit Kamlang-ek described the overall 
situation as “very serious” and noted that 


there was controversy between [Nikita] 
Khrushchev and Mao Zedong, we said 
who was right and who was wrong. We 
have our own opinion.” 

Asked whether the Cambodia issue 
was, in his view, causing lack of unity 
within Asean, Thach said: “I think they 
have some unity and they have some di- 
vergences. But nobody can prevent lovers 
from loving or husband and wife from di- 
vorcing. I could not divide them, or bring 
them together.” 

Thach charged that Singapore was con- 
tinuing to give assistance to Cambodian 
resistance forces, including radio trans- 
mitters and rifles. “We are watching,” he 
said. “What they can do to others, others 
can do to them.” Reminded that a similar 
statement made by him in Singapore last 
year was seen as threatening, he said: 
“No, it was not threatening. I only spoke 
of principle. This is only a question of a 
law of physics: every action has its equal 
and opposite reaction.” 


Ai for the conditions under which Viet- 
nam would withdraw its troops from 
Cambodia, Thach repeated Hanoi's de- 
mand for an end to the Chinese threat and 
intervention against Cambodia. Did that 
mean Southeast Asian countries have no 
role at all? Action should come “basically 
from China, and secondly from Thailand." 





instead of adopting hit-and-run tactics as 
they have done in the past, the Vietnam- 
ese are now demonstrating an obvious 
willingness to confront Thai troops. In one 
company-sized incursion at Phnom Chat, 
according to field reports, Vietnamese 
forces killed five Thai soldiers during a 
battle about a mile inside Thailand. 

Thai and Vietnamese gunners ex- 
changed artillery fire for sustained periods 
along the length of the border from Nong 
Sumet to Ta Phraya, a district town hit 
several times by long-range 130 mm. 
rounds and partly evacuated. Apparently 
acting on outdated intelligence, the Viet- 
namese dropped dozens of shells on an 
abandoned firebase three miles northwest 


Thach added with a laugh: *And, of 
course, Malaysia is the godfather [of the 
coalition] and Singapore the same." 

As for Khmer resistance in Cambodia, 
Thach said: “If you compare this with the 
armed activities in the Philippines, Thai- 
land, Malaysia or even Indonesia, you will 
see that it is comparatively minor, much 
less than in those countries. If you look at 
the experience of the past five years, 
things in Cambodia are proceeding very 
smoothly. Now we can withdraw some of 
our forces annually and Cambodia's own 
military forces can take responsibility on a 
bigger scale than before." 

However, Thach went on to imply that 
total withdrawal would take several years. 
"A good army," he said, "cannot be 
trained and formed within three or five 
years. It must be many years. A soldier 
can be trained in six months, but a colonel 
could not be trained within five years. It 
takes time." 

Thach compared the resistance in Cam- 
bodia with a "skin disease — like ecz- 
ema" Why not then withdraw Vietnam's 
troops totally? Because, he said, answer- 
ing his own rhetorical question, “behind 
Pol Pot there is Big China. Further, the 
anxieties of the Cambodian people must 
be calmed. 

"Last year, when we announced the 
partial withdrawal in July, immediately 





of Nong Sumet, but in one case they did 
home in on a Thai position and force rapid 
relocation. Another dimension was added 
on April 4 when Thai 2nd Division com- 
mander  Maj.-Gen. Prachum  Pibul- 
panuwat called in a strike by two FSE 
fighter-bombers against what were 
claimed to be entrenched Vietnamese on 
the Thai side of the border. 

The Vietnamese now have more field 
artillery, radar-controlled anti-aircraft 
weaponry and armour in western Cam- 
bodia than ever before. Analysts say much 
of the new equipment was floated up the 
Tonle Sap during the monsoon season. 
Fresh supplies are also said to have been 
unloaded since then at the Cambodian 
deepwater port of Kompong Som to feed 
an offensive which is likely to be sustained 
until the onset of the new wet season in the 
coming month. 

*We could see it [the build-up] happen- 
ing for months," said one military special- 
ist. "There was no doubt what was com- 
ing." Most of the estimated 16,000 troops 
involved in the operation had been in 
place for some time, in some cases as far 
back as October and November. 

One of the most intriguing develop- 
ments in concert with the battlefield ac- 
tion is the day-and-night extension of a 
ditch-like barrier now stretching parallel 
to the border from Highway 5 to a point 
some way beyond Nong Sumet. The Viet- 
namese have been laying minefields and 
stringing a barbed wire fence along a high 
earthen mound running along the Cambo- 
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Thach: divergences. 


the price of gold went from Riels 900 
[US$225 at the offical rate, but US$30 at 
the black-market rate] per oz to Riels 
1,900 per oz within one day. There was 
panic. The Cambodian people are obses- 
sed by Pol Pot and cannot accept our with- 
drawal. Theysay, ‘If you withdraw we must 
follow you to Vietnam.’ They put every- 
thing on their oxcarts. We cannot aban- 
don them. So this time, we must prepare 
them. This time they are more calm. No 
panic like last year’s. They must realise 
that after withdrawal of part of our forces, 
they can defend their land step by step." @ 
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* | Ha: right to pursue. 


dian side of the trench, which lies about 10 
miles inland from the border. 

Analysts say that depending on where it 
ends, the barrier could represent the crea- 
tion of a virtual demilitarised zone — its 
status enforced under Vietnamese guns 
which have sufficient range to push it 
beyond the border into Thai territory. The 
Thais have persistently rejected Vietnam- 
ese proposals for a demilitarised zone on 
the frontier, pointing out that such a move 
would legitimise the presence of Viet- 
nam's occupation army in Cambodia. 
What Hanoi cannot achieve at the 
negotiating table, it may now be attempt- 
ing to do by force. 

Asean issued a swift joint statement ex- 
pressing grave concern over the cross-bor- 
der shelling and the Thai Foreign Ministry 
later handed a formal protest to the Unit- 
ed Nations giving a brief outline of events 
and condemning what it called "the in- 
humane genocidal crimes against the 
Kampuchean people deliberately commit- 
ted by Vietnamese forces." 

Diplomatic sources confirmed that 
Thailand did not consult its Asean 
partners before distributing the April 1 
statement. But they said this was in accor- 
dance with an arrangement worked out 
during a February meeting of senior offi- 
cials of the five nations in Bangkok which 
discussed the initial Nong Chan attack and 
the possibility of a widening offensive. 

Foreign Ministry Under-Secretary Arsa 
Sarasin called in the Soviet and Vietnam- 
ese ambassadors on April 5 to denounce 
the cross-border attacks and the indis- 
criminate killing of Cambodian civilians. 
What particularly incensed the Thais — 
and this was reflected in a strongly worded 

rotest to Hanoi — was a recent statement 
in Tokyo by Vietnamese Deputy Foreign 
Minister Ha Van Lau that his country's 
troops had the right to pursue Cambodian 
guerillas into Thai territory. 

Although the Vietnamese were also 
probing Khmer Rouge sanctuaries south 
of Aranyaprathet — still the core of the 
Cambodian resistance movement — it was 
clear the offensive to the north was satisfy- 
ing Hanoi's immediate political goals: to 
demoralise the non-communist factions; 
punch holes in a coalition it has dismissed 
as a paper-thin facade, and leave Thailand 
once again with the burden of caring for a 
massive influx of refugees. 
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Sino-Soviet discussion of the Cambodia question 


may lead to new flexibility on Asean's part 


By Nayan Chanda 

Bangkok: The tremors caused by talks 
between Peking and Moscow aimed at im- 
proving their relations are being felt in 
Southeast Asia — but not in the manner 
the Chinese expected. Discussions have 
not so far brought any sign of Soviet disen- 
gagement from Cambodia, but they have 
led some Asean countries to take a more 
flexible approach towards Vietnam. Au- 
thoritative Asean sources told the 
REVIEW that concern about the two com- 
munist giants making a dealon Cambodia 
over the head of Asean has spurred some 
members to hasten their own search for a 
settlement. 

The Asean countries’ worry stems from 
Peking’s five-point proposal for a settle- 
ment of the Cambodia problem, submit- 
ted during the first round of normalisation 
talks in the Chinese capital last October. 
The Chinese made a settlement a precon- 
dition of better relations with Moscow. 
While the details of the Chinese plan con- 
form to Asean's objectives, Peking's ad- 
vancement of it as a bilateral issue is not 
liked by a number of countries. ` 

Addressing the closed-door meeting of 
the Asean and European Economic Com- 
munity foreign ministers on March 24, In- 
donesian Foreign Minister Mochtar 
Kusumaatmadja said that a Sino-Soviet 
rapprochement could result in a solution 
to the Cambodia crisis engineered by the 
two big communist countries without any 
Asean participation. This, Mochtar said, 
would be unacceptable to the Five. AI- 
though Thai sources privately voiced their 
disapproval of this line of argument, 
Malaysia and Singapore seem to share 
Mochtar's views. 

"We would be perfectly happy if the 
Chinese and Russians can resolve the 
Cambodia problem," a Thai official said. 
"Besides, what can we do to stop it if they 
reach an agreement?" Thai confidence 
seems to be based on the faith that for its 
own strategic considerations vis-a-vis Viet- 
nam, Peking would not do anything that 
weakens Thailand's position. In contrast 
to Bangkok's nonchalance, however, Sin- 
gapore is wary of a big-power deal. 

Singapore Foreign Minister 5. 
Dhanabalan told the REVIEW that though 
Asean has consistently recognised Cam- 
bodia as an international problem, not a 
regional one, "we disagree with any at- 
tempt by powers outside the region to set- 
tle the problem without reference to us or, 
in fact, without our playing an active 
role." While Asean cannot solve the prob- 
lem without Chinese or Soviet participa- 
tion, he stressed, “this does not mean that 
we abrogate our rights, and say, “You set- 
tle for us and we just accept what you say’.” 

None of the Asean countries seems to 
believe that China or the Soviet Union are 
anywhere near a solution, but they remain 


sensitive to Cambodia's inclusion in dis- 
cussions between Peking and Moscow. 
While Asean would like to see a non- 
aligned and neutral Cambodia, there is 
apprehension that Moscow and Peking 
may settle for an acceptable form of com- 
munist government in Phnom Penh. Dur- 
ing his visit to Bangkok in February, for 
instance, Soviet Deputy Foreign Minister 
Mikhail Kapitsa reportedly told Thai 
Foreign Minister Siddhi Savetsila that 
Cambodia .should have relations with 
Vietnam similar to those Romania has 
with the Soviet Union. 

Informed diplomatic sources said that 
the Soviets have been trying to persuade 
China that a regime in Cambodia which is 
friendly with Moscow, but sufficiently in- 
dependent of Vietnam, should be benefi- 
cial to Chinese interests in the region. 
Such an arrangement would be detrimen- 
tal to Asean. Moreover, certain Asean 
leaders seem to believe that, like them, 
Vietnam is also concerned by the Sino- 
Soviet talks and thus may be more inclined 
to a settlement that satisfies Asean and, at 
the Same time, protects its interests. 


uthoritative Asean sources told the 

REVIEW that it was not the newness of 
recent proposals on Cambodia but this 
new international situation that made 
Malaysia, Indonesia and Singapore more 
receptive to a dialogue between Asean, 
and Vietnam and Laos. A dialogue be- 
tween Asean апа Indochina without the 
participation of the Heng Samrin regime 
in Cambodia had first been broached by 
Vietnamese Foreign Minister Nguyen Co 
Thach in a private conversation with 
Mochtar in New Delhi in February 1981. 
It was repeated to the United Nations sec- 
retary-general’s special ‘envoy, Móham- 
med Essaafi, a month later. A preparatory 
dialogue between the two groups prior to 
an international conference was wel- 
comed by the chairman of Asean's stand- 
ing committee at the time, Philippine 
Foreign Minister Carlos Romulo 
(REVIEW, May 15, '81). 

During a private meeting between 
Malaysian Foreign Minister Tan Sri Gha- 
zali Shafie and Thach in New Delhi on 
March 8 during the non-aligned summit, 
the Vietnamese minister agreed to Gha- 
zali's suggestion of talks between Asean on 
the one hand and Vietnam and Laos on 
the other. But this was not a sign of any 
new Vietnamese flexibility. In the context 
of the conversation, Thach's off-hand 
agreement to leave Heng Samrin out of 
the talks and his request to keep this confi- 
dential conveyed a seriousness that impre- 
ssed Ghazali. He, too, promised to main- 
tain the confidentiality of the proposal, 
pending consultation with Asean 
partners, and to give Thach time to con- 
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sult with his politburo colleagues. Al- 
though the agenda was not raised anew at 
that point, it seems to have been under- 
stood by both officials from an earlier part 
of the talks that the dialogue would centre 
on Cambodia and the question of regional 
security. 

Ghazali immediately briefed UN Sec- 
retary-General Javier Perez de Cuellar in 
the presence of Mochtar and Dhanabalan 
about the proposal. Both his Asean col- 
leagues responded favourably to the idea, 
though they pointed out that much needed 
to be thrashed out before any such meet- 
ing could commence. Thai and Filipino 
observers in New Delhi for the non- 
aligned summit were also briefed. In- 
formed sources say that while the Thai 
Foreign Ministry was immediately in- 
formed of the development, the Filipino 
diplomat, for reasons that are still not 
clear, failed to communicate this to Man- 
ila. As a result, Romulo learned of the 
development from news reports on March 
10, when Singapore Second Deputy Prime 
Minister S. Rajaratnam inadvertently re- 
vealed it in a BBC interview. 

A senior Asean official present at the 
Asean-EEC meeting accused Rajaratnam 
of "spoiling" the initiative by his revela- 
tion, which made the understanding 
reached with Vietnam inoperative, Once 
the confidentiality was broken, this offi- 
cial said, "Thach was right in saying that 
there was no such proposal.” 

In fact Thach did not initially deny the 
story, but hedged on the question of Heng 
Samrin’s right to represent Cambodia. In 
a Vietnamese ТУ interview several days 
later, Thach pointed out that the sugges- 
tion of a meeting involving Asean, Viet- 
nam and Laos came not from him but from 
Ghazali. In any case, Thach said, “this is a 
step forward.” He added that if this was an 
official Asean proposal, “we are prepared 
to examine it and take into consideration 
Asean’s difficulty, i.e., the People's Re- 
public of Kampuchea [PRK] issue." But 
Thach warned that even if the PRK is not 
present, the meeting would be a matter 
between two groups, Asean and In- 
dochina. 

During the Asean foreign ministers" 
meeting here on March 23, Dhanabalan 
unsuccessfully pleaded for flexibility in 
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seeking a solution to the Cambodia q 
tion. While Asean should work tow 
the goal embodied in the UN resolu 

on Cambodia, he argued, different 
enues should be explored. In a subsequ 
interview Dhanabalan told the REVII 
“The solution that is set out in the Interr 
tional Conference on Kampuchea pro- 
vides only the framework. You cannot 
say, ‘It is the last word on the subject, 
Take it or leave it.’ It isa starting point for 
negotiations. We have to negotiate it, 
fine-tune it, include provisions which will 
ensure that we are satisfied [and] the Viet- 
namese are satisfied." 


B: Thai and Philippine ministers criti- 
cised Ghazali for advancing the idea 
of a regional dialogue without consulting 
Asean colleagues. They saw the Vietnam- 
ese readiness to talk as a trap to take 
Asean away from the idea of an interna- 
tional conference. 

Several Asean sources said that though 
Malaysia, Indonesia and Singapore disag- 








reed with the Thai and Philippine posi- 
tions, they did not want to force the issue 
in view of the political instability in Thai- 
land, now ruled by a lame-duck govern- 
ment. In a vain move to avoid public rejec- 
tion of the idea, Mochtar reportedly 
suggested that no statement be issued on 
the Ghazali-Thach proposal. But in the 
face of strong demands by Siddhi and 
Romulo, a declaration was adopted which 
virtually shut the door on the New Delhi 
initiative. “No amount of reasoning could 
convince Romulo," a senior Asean official 
said. “It was the case of an old man feeling 
that he had been disregarded.” 

Sources also said that one unspoken 
reason for Thailand's rejection of an In- 
dochina-Asean dialogue was its concern 
for Chinese sensibilities. Not only did the 
Chinese media make clear its opposition 
to the idea but, in a meeting with Siddhi on 
March 19, Chinese Ambassador to Thai- 
land Shen Ping reiterated China's unhap- _ 
piness more directly. China expected to be * 
consulted fully before Asean takes апу 
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on the IR stion, 
i, due to have reminc 
foreign minister. 

While the latest initiative by the three 
Asean states has proved stillborn, and the 
public image of disunity has been patched 
up by a joint statement (REVIEW, Apr. 7), 
the factors leading to the initiative remain 
very much present and are likely to push 
Indonesia, Malaysia and Singapore to 
fresh efforts. Sources pointed out that 
Sino-Soviet talks are not the only factor 
pushing some Asean countries towards a 
flexible approach. 

The three Asean countries attending 
the non-aligned summit were discouraged 
by the general response of the movement 
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the Thai 








the non-aligned foreign ministers’ meet- 
ing in 1985, Asean leaders did not fail to 
notice that out of 61 countries (about two- 
thirds of the movement) that took the 
floor on the Cambodia question, 34 were 
in favour of an empty seat. 

The continuing tension between the 
partners of the Democratic Kampuchea 
-oalition, plus its military losses in the cur- 
rent dry season, increasing consolidation 
of the Heng Samrin regime's position in 
Cambodia and Vietnam's apparent suc- 

‘sS in avoiding an economic collapse all 





em to be providing an added urgency to 


t^e search for a Cambodian solution. 
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French foot in the door 


Paris spurns the Democratic Kampuchea coalition, but Cheysson 
insists that it is correct to continue giving aid to Vietnam 


Bangkok: France’s controversial policy 
towards Vietnam is aimed at keeping the 
door of influence ajar. French Foreign 
Minister Claude Cheysson said in an inter- 
view with the REVIEW’s diplomatic corres- 
pondent Nayan Chanda that Paris seeks to 
provide Hanoi with an option — however 
narrow — to its exclusive reliance on the 
Soviet Union. 

“We think that it is very desirable to re- 
duce the dependence of any country to- 
wards any of the superpowers. I would say 
that of Cuba, of Ethiopia, of Vietnam just 
as I would say it of a number of countries 
which we consider are very very close to 
the Americans. 

"We consider that every time a Third 
World country has agreed to depend on 
one of the superpowers it has immediately 
attracted the other superpower . . . 
Nowhere is it so clear as in Southeast Asia. 
We are anxious that the five Asean coun- 
tries should be independent and Vietnam 
should be less dependent on the Soviet 
Union in order that the others should not 


- have to call one day on the Americans for 


help...” 
But is this feasible? Cheysson said: “I 


~~ do not think it is feasible just now. Why? I 


cannot imagine that with their present 
economic difficulties the Vietnamese can 
do without such large assistance as the 
Soviets’. And I can hardly hope that the 
Soviets would keep on giving the enorm- 
ous, fantastic assistance they give to Viet- 
nam without calling on the Vietnamese to 
help in opposing the Chinese.” 

He noted that neither Japan, nor the 
European Economic Community was 
ready to help the Vietnamese. “What can 
they do? Where can they go to find assist- 
ance? Even after the withdrawal from 
Cambodia, they would still need 
economic assistance. This assistance will 
be found only in the Soviet Union. It is a 
fact of life. If the Vietnamese can deal 
with their problem of non-payment of 
their debts which freezes their financial 
protocol with France, the Swedes and 
maybe others will be ready to provide 
something. But it is peanuts compared to 
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what they need and what the Soviets have 
offered." 

Asked to explain France's position on 
the Democratic Kampuchea coalition, 
Cheysson recalled that France does not 
recognise governments, it recognises 
states. Cambodia had always been recog- 
nised by France and still was. But France 
does not have relations with either the 
Heng Samrin government or the Demo- 
cratic Kampuchea coalition. “We have no 
relations with the coalition and do not in- 
tend to have relations with it because the 
coalition is the successor of the Pol Pot re- 
gime and the very idea that any French 
government could have any relations of 
any kind with Pol Pot and his people is 
considered with horror in France, by 
every Frenchman, rightwing, centre or 
whatever," he said. 

The drafting of the joint Asean-EEC 
declaration was delayed by the French ob- 
jection to the term "positive step" describ- 





Cheysson: recognising states. 
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hy Franc I in- 
erm “significant step” 
in the declaration when it referred to the 
formation of the coalition, he said: “The 
five Southeast Asian countries — when 
they meet together as Asean — say that 
for them formation of that coalition is im- 
portant. That they say so is significant to 
France.” Was the acceptance of the de- 
scription then simply a display of solidar- 
ity rather than expressing France’s belief? 
“Exactly,” said Cheysson, adding: “But 
we have relations with the two other wings 
of the coalition; in particular, we always 
have good relations with Prince Norodom 
Sihanouk [president of the coalition]. We 
have great respect for what the man has 
been in the past, for the suffering he and 
his family have known and the authority 
he still enjoys among the Cambodian 
people.” 

Cheysson refused to confirm reports 
that he had told Asean that when 
Sihanouk visits France in May, the prince 
will meet President François Mitterrand. 
Asked if France has agreed to give mate- 
rial support to the two non-communist 
groups led by Sihanouk and former Cam- 
bodian premier Son Sann he replied: “We 
have already given some help to those 
[two groups] in a limited fashion." 

Questioned about the French objection 
to the Asean draft of the statement by the 
Asean-EEC meeting on Southeast Asia, 
which said Nong Chan camp on the Thai- 
Cambodian border was attacked by the 
Vietnamese, Cheysson stressed that 
France wanted to state facts only; “The 
fact that the Vietnamese are occupying 
Cambodia is unacceptable to France and 
has been condemned — the fact that un- 
doubtedly they [Vietnamese] run the 
tanks and fire the guns. 

“And this camp [Nong Chan] was at- 
tacked by armour and bombed by artillery 
which is Vietnamese . . . Whether among 
the infantry forces there were also other 
troops, in particular troops belonging to 
Heng Samrin, that I do not know. From 
intelligence data from the Thais it seems 
that they were Vietnamese [and this] we 
are ready to believe. But I cannot confirm 
it in writing. Therefore one could have 
said foreign forces . . . or one could say 
Vietnamese armour, Vietnamese artillery 


Asked whether, during his recent visit 
to Moscow, he had detected any change in 
the Soviet position on Indochina in the 
context of Moscow's talks with Peking, 
Cheysson said: “I did not have the impres- 
sion that Soviet-Chinese discussions had 
yet reached the point where the impact of 
any progress can be felt elsewhere . . . 
What I sense is that tension is still there." 

Asked if he had noticed any concern 
among Asean leaders about the Sino- 
Soviet talks resulting in a deal over Cam- 
bodia without the participation of the 
Five, he said that the subject was discuss- 
ed. But he added that the Asean ministers 
were experienced enough not to worry too 
much about it. “They know very well that 
should it happen they would just know the 
results, and not more." 
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Alliances of convenience 
The militarily powerful communist party forms new pacts with two important minority 
nationalist groups in what may be a turning point after 35 years of insurgency 





By Bertil Lintner 

Chiang Mai: The Union of Burma has not 
only had 35 years of independence from 
Britain, but also as many years of civil 
war, strife and insurgency. young re- 
public was hardly born in 1948 when army 
units rose in mutiny; the Karens, an ethnic 
minority, took up arms and demanded a 
separate state, and the Burmese com- 
munists went underground to organise 
guerilla forces. 

The fighting since independence has 
been little more than a continuing stale- 
mate. In the past year, however, this situa- 
tion has changed, and it seems that South- 
east Asia’s longest insurrection may be at 
a turning point. The militarily powerful 
but politically isolated Burmese Com- 
munist Party (BCP) has, at last, forged 
workable alliances with two of Burma’s 
most important nationalist groups, the 
Kachin Independence Army (KIA) and 
the Shan State Army (SSA). Wiser from 
their bad experiences in the past, the Bur- 
mese communists this time appear to be 
far more cautious and tactful in their ap- 
proach than they were when they first be- 
friended the KIA and the SSA in 1975. 

Recent reports from Burma’s jungle 
battlefront say that the BCP has also made 
friendly overtures to elements within the 
Karen National Union (KNU). Com- 
munist teams have even travelled as far 
south as the Mon state and Three Pagodas 
Pass opposite Thailand’s Kanchanaburi 
province, and smaller groups of Lahu, 
Kayan (Padaung) and Karenni (Kayah) 
tribesmen have been coaxed into the 
BCP's fold (REVIEW, Oct. 1, '82). 

Hardly by coincidence, these moves 
occur at a time when Burma is preparing 
for the post-Ne Win era and the possibility 
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The first steps toward a renewed BCP- 
KIA alliance were taken before the 
Kachins held unsuccessful peace talks 
with the Burmese Government in May 
1981. Seven months prior to that, on Oc- 
tober 9-10, 1980, a joint communique had 
been issued by the Kachin Independence 
Organisation (KIO) — the political wing of 
the KIA — and thé BCP, signed by Kachin 
rebel president Brang Seng and Thakin Ba 
Thein Tin, chairman of the BCP. The 
document called for joint military and pol- 
itical activities and stated that "in the fight 
against the common enemy, the Ne Win- 
San Yu military regime, the BCP and the 
KIO have agreed to observe mutual re- 
ha and promote solidarity between 
themselves . . . Both parties observe that 
today socialism is in its stride for pro- 
gress.” 

Despite the declarations of friendship 
and the political statements which bear 
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controls large areas. 











the unmistakeable stamp of the BCP, a 
Kachin source recently told this corres- 
pondent that the KIO is not going com- 
munist. “With the Burmese on one side 
and the communists on the other — and 
cut off from external support — we were 
facing severe difficulties in fighting a two- 
front war," he said. “In order to avoid 
that, and because we needed arms and 
ammunition, we signed this pact. We 
didn't want to join the communists, but 
for the sake of our own survival, we had 
to." 

Another Kachin source was no less 
blunt in his comments on the alliance be- 
tween the KIA and the BCP: *With a 
shortage of materials becoming worse, 
there is an increasing readiness for the 
minority groups to negotiate with the 
BCP. An extremely thirsty person can 
hardly avoid drinking dirty water." 

Then things happened rapidly. Shortly 
after the BCP-KIA alliance was signed, 
the KIO withdrew from the National 
Democratic Front, a loosely or- 
ganised group led by the Karen insur- 
gents and made up of seven different 
nationalist groups all fighting the 
Rangoon government. In December 
1981, all Kachin representatives who 
previously had been staying in the 
northern Thai town of Chiang Mai 
were called back to Kachin state. 
Along with the KIO-KIA people 
went the Palaungs from the Palaung 
State Liberation Organisation, and 
not a word was heard from them for 
almost a year. 

Now, however, news is beginning 
to seep out again, and strange events 
seem to be taking place up in Kachin 
state, located in the northernmost 
corner of Burma. Kachin officers 
have reportedly been invited to visit 
China for direct talks with Chinese 
leaders — not as during the alliance 
of 1975, via the BCP. China is known 
to be buying substantial quantities of 
jade from the KIA. Furthermore, the 
Review learned from a Kachin 
source that merchants from govern- 
ment-run Chinese trading corpora- 
tions have been visiting the KIA-con- 
trolled border town of Loi Jeh Bazaar 
over the past few years to buy large 
amounts of opium at an average price of 
Kyats 800 (US$102.5) per visa (1.6 kgs). 
The opium is taken back to China and pro- 
cessed into medicine. 

"The Kachin can now bypass the BCP- 
middlemen,” said another source. “Al- 
though the KIA still has to pay jade and 
opium tax to the BCP for goods destined 
for the Thai border in the south, the 
Kachins are not in an inferior position to 
the communists. The BCP and the KIA 
are fighting together, shoulder by shoul- 
der as equal partners." 

The next target for the BCP's new pol- 
icy of wooing the minority groups was the 
SSA which, during its second congress in 
August 1981, terminated a previous de- 
fence pact with the BCP (REVIEW, June 
18, '82). At that time, Shan leaders com- 
plained bitterly about the way they had 
been treated by the BCP. Getting new re- 
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SSA, but the group has always been 
economically weak. The 1981 break with 
the BCP. caused severe problems getting 
ammunition for the SSA's Chinese-made 
AK47 assault rifles and M2 carbines, 
which were obtained after signing the first 
pact with the BCP in 1975. Since 1975 the 
bulk of SSA weaponry had come from the 
BCP. 


ЕЁ almost a year the SSA tried to sur- 
vive on its own. In June 1982 the 
SSA's brigade commanders and front-line 
officers once again approached the BCP 
for an alliance and military aid. The new 
alliance between the BCP, the Kachins 
and the Shans means that the communists 
have gained an extra 6-7 ,000 tough and ex- 
perienced jungle fighters as auxiliary 
troops. More significant is the fact that the 
KIA and the SSA enjoy wide popular sup- 
port in their areas. Thus these alliances 
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make it possible for the BCP to move 
more or less freely in the Shan and Kachin 
states. i 

The exact nature of the BCP-SSA al- 
liance is still uncertain, but well-informed 
Shan sources say the communists this time 
have been far more respectful and dip- 
lomatic in their approach to the Shans 
than they were in the late 1970s, prior to 
the SSA’s second congress. “If the villa- 
gers go to the temple during a festival, the 
BCP cadres will go, too. They even play 
cards, drink and smoke opium with the or- 
dinary people. Their previous arrogance 
and disrespect for Shan customs is gone.” 

In trying to win over the SSA, the BCP 
appears to have directed its new charm of- 
fensive not towards the essentially non- 
communist SSA leadership headed by Sao 
Hso Lane — who stays close to the Thai 
border in the south — but to Sao Hso 
Noom, the SSA's vice+chief of staff and 
commander of its Ist Division which has 


its area 
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rea of operation in central and north- 
ern Shan state. — 

Sao Hso Noom (“the Young Tiger”) is 
in his mid-30s and has been a professional 
soldier since the age of 15. As the son of 
the last sawbwa (local prince) of the Wa 
state of Mong Leun, he enjoys consider- 
able respect and support from the Wa 
population in the BCP-held territory adja- 
cent to the Chinese border in northeastern 
Shan state, Since the BCP in the late 19605. 
established its headquarters at Panghsang, 
most of its soldiers have been young Wa 
men who have joined the BCP, not for po- 
litical reasons, but for purely economic in- 
centives. The impoverished families 
around Panghsang face starvation almost 
every year: Giving away their sons to the 
BCP’s army means fewer mouths to feed 
at home, and the young men are assured 
of food, clothes, shoes and other neces- 
sities from the communists. The loyalty of 
these unruly and basically mercenary Wa 
recruits has always been in doubt, but 
with Sao Hso Noom on its side, the 
BCP can hope for better success in 
organising the people in the area it is 
supposed to control. 

“Unfortunately for the SSA’s 
northern commanders, they don’t 
seem to realise how politically im- 
portant they are for the BCP,” 
noted one inside observer. “Hso 
Noom and others, who have been 
fighting for years in the jungle, 
tend to think in terms of rifles 
and bullets only. When the BCP 
approached them and offered mili- 
tary aid, they were happy to receive 
this and bowed to the military 
strength of the BCP without con- 
sidering why the communists made 
these offers and forgetting their own 
powerful bargaining position — the 
popular support the BCP lacks." 

There are also a number of other, 
perhaps more important, reasons why 
the BCP is now changing its policy to- 
wards the various minority groups 
operating in Burma's frontier areas. 
The BCP's military base area has for 
the past 15 years been in the wild and 
isolated hills of the Wa country, but 
the party's future, if any, lies in the 
Irrawaddy plain and Burma proper. De- 
spite heavy military and financial aid from 
China, the BCP has so far been unable to 
push through the Shan plateau down to 
the lowlands. 

During 1982, for instance, the BCP's 
first vice-chairman, -Thakin Pe Tint, 
stayed for several months in Mong Pan 
and Mawkmai districts of southern Shan 
state. From there he tried to establish con- 
tacts with his old comrades-in-arms in his 
native Pyinmana — a traditional com- 
munist stronghold in Burma proper — but 
he failed and had to retreat to Panghsang. 
Now, however, with dn understanding 
reached between the BCP and the strate- 
gically important SSA units in central 
Shan state, it should be easier for the com- 
munists to send their troops to the Bur- 
mese lowlands. 

Apparent Chinese dissatisfaction with 
the BCPs earlier inability to win support 
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Thousands of peaceable men and women are in 
prison throughout the world because of their 


beliefs or origins. Amnesty International is calling. 


for their immediate and unconditional release. 


In a new signature appeal 
launched on Human Rights 
Day, the worldwide movement 
states: ‘‘None of these people 
should be in prison. The fact 
that they have been arrested and 
punished because of their beliefs 
or origins is an affront to 
humanity.” 


The appeal will be circulated 
for signature during most of 
1983 before it is presented to all 
heads of state and the President 
of the United Nations General 
Assembly. 


It has already been signed by 
seven Nobel Peace Prize win- 
ners, including Andrei Sakharov 
and Willy Brandt, and by 
Coretta King, widow of the 
assassinated US civil rights 
leader Martin Luther King Jr. 


Other Nobel laureates signing 
the appeal include Adolfo Pérez 
Esquivel, who won the Peace 
Prize for his efforts to protect 
human rights in Argentina, and 
Mairead Corrigan, who received 
it for her work for peace in 
Northern Ireland. 


You can add your name now 
to the appeal on this page and 
get friends to sign it as well. You 


can tear it off, 
clip it out or 
make photo- 
copies. 

Send your 
signed copy of 
the appeal to the 
International 
Secretariat of : 
Amnesty International. The 
address is at the bottom. 


—— WAR EASTERN ECONOMIÉ Мен ө APRIL 14, 1965 


A Universal Amnesty for 
All Prisoners of Conscience 


THOUSANDS of men and women are in prison 
throughout the world solely because of their 
political or religious beliefs. Others are held 
because of their colour or ethnic origin. These are 
Prisoners of Conscience — none has used or 
advocated violence. 


NONE of these people should be in prison. The 
fact that they have been arrested and punished because of their beliefs or origins 
is an affront to humanity. They should be freed unconditionally. 


WE CALL FOR A UNIVERSAL AMNESTY 
FOR ALL PRISONERS OF CONSCIENCE 


WE BELIEVE that such an amnesty, backed by the United Nations and 
declared by all governments, is possible. It would give effect to the moral and 
legal principles of the Charter of the United Nations and the Universal 
Declaration of Human Rights. 





WE ISSUE this call in the belief that there is an indissoluble link between 
human rights and peace. An amnesty for all prisoners of conscience would be an 
unparalleled act in the building of international confidence and the promotion 
of fundamental freedoms. It would advance respect for human rights everywhere, 
securing thereby the foundations for justice, freedom and peace. 


Address 


This Appeal extends to all those adopted as prisoners of conscience by Amnesty 
International and to those falling within its definition of such prisoners. The 
appeal will be presented to the President of the General Assembly of the United 
Nations and to all Heads of State. 


All signed petitions should be returned to Amnesty International Petition, 
International Secretariat, 10 Southampton Street, London WC2E 7HF, UK. 
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from indigenous peoples also prompted 
the BCP's new minority policy. China has 
equipped and armed the Burmese com- 
munists, but the vast amounts of aid have 
not been used properly, the Chinese say. 
After more than 15 years of fighting the 
BCP is still. isolated in the northeast, 
militarily as well as politically. Lee Chu- 
yoo, the Chinese commander of the BCP's 
683 Brigade, spent the last rainy season 
with Sao Hso Noom, and is reported to 
have admitted in private conversations 
with SSA officers that there has been a lot 
of Chinese pressure lately on the BCP to 
come to terms with Burma's minority 
leaders and to stop alienating them by de- 
manding full control over their armies. 
China's current problems with the BCP 
are à hangover of previous policies pur- 
sued by China during the Cultural Revolu- 
tion of the 1960s. In retrospect it seems 
China made a grave mistake when it de- 
cided to support the BCP in the late 1960s 
and help it build a base near the Chinese 
border. Now China has to bear the conse- 
quences and skilfully play its cards so as 
not to jeopardise relations with any of the 





three forces fighting Burma's civil war: the 
BCP, the minorities and the Rangoon 
government. ; 

Prior to the arrival of the communists, 
Panghsang was a relatively small market 
town located on the western bank of the 
Nam Hka river, which forms the border 
with China. When the BCP took over 
Panghsang, the town developed rapidly 
into a formidable military base with army 
barracks, training facilities, hospitals, 
schools and cinemas featuring films about 
the Chinese civil war. Overlooking the 
Nam Hka river — and off limits to all but 
the most trustworthy among the inner cir- 
cle of top party leaders — is the secluded 
residence of party chairman Ba Thein Tin. 
A nearby radio station, the Voice of the 
People of Burma, has since 1971 been 
broadcasting daily news bulletins and 
fighting reports of in Burmese, Chinese, 
Shan, Kachin and a number of other 
minority languages. 

A bridge was built by Chinese engineers 
across the river to the Chinese side and 
supplies transported into the BCP area; 
arms and ammunition, uniforms, radio 


equipment, cars, petrol and even rice, 
other foodstuffs, cooking oil and kitchen 
utensils. The Chinese also helped the BCP 
build a hydroelectric power station which 
provides electricity to the BCP headquar- 
ters, the military base area and neighbour- 
ing civilian living quarters. 

A rather incongruous, capitalist ele- 
ment in this bastion of communist life- 
style and rigid revolutionary discipline is a 
sprawling free market-place, frequently 
visited by local Indian and Chinese mer- 
chants from Tang-yan, Lashio and Man- 
dalay. Insiders report that Panghsang is 
now an important transfer point for all 
sorts of contraband from China and 
Thailand; soap, cloth, toothbrushes, 
medicines, radios, cassette recorders, 
bicycles, refrigerators, new air-condition- 
ers and other goods destined for Burma's 
parallel economy, the ubiquitous black 
market. 


Atto illegal, this lucrative border 
trade in smuggled goods is of vital im- 

rtance for Burma because of the col- 
apse of the country's own consumer- 


goods industry after a 1962 coup d'etat. 
Given the choice between contraband 
goods and no goods at all — and hence 
social unrest and a fertile ground for com- 
munist propaganda — the central au- 
thorities are forced to turn a blind eye to 
this traffic. For the BCP, taxes levied on 
the contraband trade have become an in- 
creasingly important source of income to 
finance the party's political and military 
activities. 

Panghsang is also the place where most 
BCP leaders reside. Changes at the top 
have been few since the bloody in-fighting 
at the old base area in the Pegu Yoma 
mountain range during the 1960s, and the 
present leaders are mostly old party vete- 
rans with decades of revolutionary experi- 
ence behind them. They include: 

» Ba Thein Tin, the ailing party chairman 
who is in his late 60s and suffers from heart 
disease, which prevents him from fully 
participating in meetings, planning and 
other political activities. A native of Mer- 
gui in Tenasserim Division, he fought the 
Japanese during World War II as a 
member of Aung San's Anti-Fascist 


People's Freedom League and comman- 
der of the Burma Independence Army 
forces in the Moulmein area. A Chinese- 
Burmese, he spent several years in China 
and has always been loyal to his benefac- 
tors in Peking. 

» Pe Tint, whois also in his 60s and is one 
of the so-called Peking returnees who took 
over the BCP in 1967-68. He is the BCP's 
vice-chairman. As such he would automati- 
cally succeed Ba Thein Tin. Pe Tint be- 
longs to the party's "Old Guard" and 
began his political career as a communist 
organiser in his home town Pyinmana, in 
central Burma. 

» Khin Maung Gyi, second vice-chair- 
man, who was educated in Moscow. After 
returning to Burma in the mid 1960s he 
was persuaded to follow the BCP's pro- 
Chinese line. At 43, he is the youngest in 
the party's top leadership. 

The BCP's seven-man politburo also in- 
cludes Myo Myint, alias U Aung, who has 
spent most of his politically active life in 
Shan state and other frontier areas. He is 
known to have visited the Thai border 
areas on several occasions. About a de- 
cade ago, he mended fences with the 
Karen leftists in the now-defunct Karen 
National United Party — a breakaway fac- 
tion from the mother organisation, the 
KNU, with which it is now reunited. 

Recent reports from Burma's minority 
areas say that Myo Myint might once more 
try to establish liaison with his former 
Karen comrades. To what extent he will 
succeed remains to be seen, butas long as 
the firmly anti-communist Gen. Bo Mya is 
in charge of the KNU, any contacts be- 
tween the BCP and the Karen insurgents 
are bound to be low-key and on a personal 
level only. 

Politburo member Tin Yee, alias Ne 
Win, is a Burmese, but was in the past an 
adviser to the Yang family in the Chinese- 
dominated Kokang district in northeast- 
ern Shan state where he still maintains a 
certain amount of influence and respect. 
He also holds the position of political com- 
missar of the BCP's North-Eastern Com- 
mand (NEC) at Panghsang. The sixth and 
the seventh members of the politburo are 
Kyin Maung, a Chinese born jn Burma, 
and Kyaw Mya, an Arakanese national 
who was the communist chieftain in 
Arakan state until he was summoned to 
Panghsang in 1980. His former respon- 
sibilities in Arakan state were then taken 
over by That Htun, who surrendered to 
the government along with most of his fol- 
lowers during a 1980 general amnesty for 
insurgents in Burma, an event which 
marked the downfall of the BCP's influ- 
ence in Arakan state — the last com- 
munist stronghold outside the Shan, 
and Kachin states. 

The CPB's military commission consists 
of the seven members of the politburo plus 
Kyaw Zaw, a famous brigadier from the 
Burmese Army who defected to the BCP 
in 1976. It was once rumoured that Kyaw 
Zaw had broken away from the main 
camp and was relocated near the Lao bor- 
der, ostensibly heading a pro- Vietnamese 
splinter group. However, these rumours 
were denied by spokesmen from ll the 
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leaders, out- 


made he mistake of siding with the Gang 
.of Four and they condemned Deng Xiao- 
ping. In those turbulent years the BCP 
had its own Deng, Yebaw Htay, who was 
branded a renegade and later killed along 
with a number of other party moderates. 
Later, when Deng returned to power in 
China, Peking-BCP . relations waned. 
They deteriorated even further in 1978-79 
when China launched its new policy of 
friendship with Southeast Asian govern- 
ments and reduced its support for insur- 
gent groups in the region. At about the 
same time, Vietnam invaded Cambodia 
and Peking severed ties with the BCP's 
equivalents in Thailand and Malaysia in 
order to build up an anti- Vietnamese bloc 
among the governments of the so-called 
| front-line states in Southeast Asia. 
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ost of China's aid to the BCP was cut 
off, and the Burmese communists — 


| come across the bridge daily at Panghsang 
— were suddenly forced to stand on their 
own feet. The most urgent task was raising 
money. The BCP's annual budget, esti- 
mated-at Kyats 56 million, had to be met 


poor Wa state. Taxes on the contraband 
trade. at Panghsang’s market provided 
some income, but not enough. The com- 
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Following the unprecedented success of the firs 


exploration and production. About 30 foreign 
state of China’ s offshore exploration. 


Organizers 
ж Wah-Chang International Marine 
Industry Co. (WIMIC} Ltd. 


Trade (CCPIT], 
Guangdong Province Sub-Councit. 


Sponsors 
€ The China Nanhal OU Joint-Service Corporati 
"Guangzhou Shipbuilding Company Ltd. 
Geological Survey Headquarters of 

` South China Sea, Ministry of Geology and 

minerals 

China Ocean Engineering Services Ltd. 

; Guangzhou Office, -. 


China Council for Promotion of International 
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The 2nd Offshore Oil Exhibition & Conference #— " Fa Pig: тиши " 
November 22-26, 1983 • Guangzhou (Canton) China 


t Offshore China 81 Exhibition and Conference, Offshore 


China '83 wil! be held when the first Chinese concessions wili have been awarded and the oil companies 
‘will have started drilling. The show wit! be even more ambitious than Offshore China '81. 
senior end 20,000 Chinese officials and engineers involved in offshore exploration and production will 
mingle with foreign delegates, confirming Guangzhou's role as the Houston of China. The Canton Trade 
Fair Centre has bean booked for exhibitors to present the latest equipment and services for offshore 


Over 3,000 


and 30 Chinese speakers will Present papers on the latest 


Chinese Society of Ocean Engineering. 
South China Saa Institute of Oceanology, 
Academia Sinica. 

Guangdong Society of Naval Architecture 
& Marine Engineering. 


e Guangzhou Marine Rescue & Salvage Equipment 
Research institute. 
on. Official Exhibition Magazine “Offshore | 
* Offshore Magazine i 


Official Conference Magazine 
ә. Petroleum Economist. 


Official Regional Magazine 
* Petroleum News ^ 





Contact: 
Mr. С.Т. Wee 
Suite 1005, 10/6; World Trade Centre, ^ 
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опаре across the Salween near Mong 
Hsu. 

These activities have caused much con- 
cern among BCP cadres at Panghsang. 
Many expect — and are preparing for — 
an attack on the headquarters, though the 
Burmese Army has not yet indicated that 
a final assault is imminent. And the BCP 
also suffered setbacks in January at its im- 
portant strongholds in Mong Ma, Sam 
Tao and Keng Lap districts in Kengtung 
state, near the Lao border. A major Bur- 
mese offensive, involving thousands of 
government soldiers, drove the BCP out 
of the area. More than 200 BCP soldiers 
— in an attempt to escape Burmese Army 
columns in hot pursuit — crossed the 
Mekong and surrendered to Lao au- 
thorities. Their fate is unknown. 


mu. the BCP's apparently successful 
attempts to win over the armed mino- 
rity groups have come at a time when it 
badly needs support and a wider work 
base. The BCP has failed to gain signifi- 
cant support in Burma proper, but win- 
ning over the minorities puts the party in 
an advantageous position for the future. 
The BCP could be trying to polarize 
Burma's political forces by ridding the 
country's political scene of its third force, 
the minority groups, thus strengthening its 
own position. 

But this policy does not necessarily 
mean that the BCP is planning a military 
adventure with its new allies in Burma 
proper — something which would be ex- 
tremely difficult with an army mainly 
made up of hill-tribe soldiers. They may 
fight well in the cool hills of Shan state, but 
they would be of little use on the hot, sun- 
baked plains of the Irrawaddy region in 
central Burma. 

In the past year the BCP's radio has 
broadcast almost daily pleas for renewed 
peace talks with the government. As op- 
posed to their inflexible attitude during 
talks in May 1981, the communists this 
time seem to be open to a compromise, 
which could include a communist proposal 
for a ceasefire in exchange for participa- 
tion in the government. 

More flexibility on the government's 
part — not an impossible prospect when 
Ne Win goes — could result in a policy of 
national reconciliation in place of con- 
tinuance of the seemingly futile 35-year- 
old civil war. Costly asit is and with no end 
in sight, the BCP claims that the only feas- 
ible solution is that the two main an- 
tagonists try to come to terms with each 
other. With the KIA, the SSA and possi- 
bly some other minority groups behind 
them, the communists have gained a 
strong bargaining position in future 
negotiations, and Rangoon would have to 
make concessions. A settlement would, 
moreover, suit China's security interests 
in the region by putting an end to the fight- 
ing within a front-line state that could be 
crucial in stemming what the Chinese see 
as a Vietnamese threat to Southeast Asia. 
It would also solve China's dilemma of 
seeking peace and stability in the region, 
and at the same time coping with an insur- 
gent army it has armed and equipped. 







Chiang Mai: Even experts can become 
confused by the diversity of insurgent 
groups in Burma. It is a motley mosaic of 
communist and nationalist rebels, self- 
made warlords, mercenary armies, con- 
traband traders and assorted outlaws. 
With the exception of the Chins, every 
frontier minority group has its own 
nationalist army and some of them have 
two or more. Frequent shifts in the al- 
liances between the different groups do 
not make identification easier. Here are 
some better-known groups. 

Burmese Communist Party (BCP) — 
Rangoon's main enemy. Based in Pang- 
hsang. Chairman is Thakin Ba Thein 
Tin. Standing army: 12,000 soldiers sup- 
ported by village militias totalling 8,000 
men. The loyalty of the militias is uncer- 
tain, with recent reports of defections to 
government troops. Also linked to the 
BCP are the *Red Pa-Os," or the Shan 
State Nationalities Liberation Organisa- 
tion (SSNLO), led by Tha Kalei, and the 
Kayan New Land Party (KNLP) under the 
leadership of Shwe Aye. The SSNLO has 
4-500 soldiers, while the KNLP has less 
than 100. The Kayan tribespeople live in 
southern Shan state and in the Mong Pai 
area of Kayah (Karenni) state. The Pa-Os 
live in the hills surrounding the Shan state 
capital of Taunggyi. 

Karen National — Union/Liberation 
Army (KNU/KNLP) — the second- 
largest group, with 3,500-4,000 soldiers. 
The Karens resorted to armed struggle in 
1948 and have been variously allied since 
then with the BCP, the Chinese Kuomin- 
tang and various regional minority 
groups. Its present leader, Gen. Bo Mya, 
is staunchly anti-communist, but there is 
an important leftist faction within the 
KNU which previously was organised in 
the now-defunct Karen National United 
Party. 

Shan State Progress Party/Shan State 
Army (SSPP/SSA) — the main Shan 
nationalist group. Troop strength tends to 
fluctuate with the availability of arms and 
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SSA river patrol: lack of arms, plenty of troops. 
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ammunition. The SSA reportedly can call 
on 8,000 soldiers, but only 2-3,000 are 
armed. President of the SSPP and com- 
mander of the SSA is Sao Hso Lane. 

Shan United Revolutionary Army 
(SURA) — led by Moh Heng, SURA is 
closely allied with the remnants of the old 
Kuomintang forces still in Burma. The 
group is based at Pieng Luang, near the 
Shan-Thai border. Its armed strength is 8- 
900 men. Because of its Chinese connec- 
tion, SURA is economically strong, but 
militarily it is clearly on the defensive. 
Most of the SURA's former territory in 
Mong Pan and Mawkmai, on the western 
side of the Salween, has been taken over 
by the SSA. 

Shan United Army (SUA) — Chan 
Shee-fu, or Khun Sa as he is known, leads 
SUA, allegedly the world's best-equipped 
and most heavily armed narcotics organi- 
sation. However, its fighting record is not 
very impressive, and defections since a 
Thai attack on its former Ban Hin Taek 
stronghold in January 1982 (REVIEW, 
Feb. 19, '82) have cut heavily into its 
ranks. SUA maintains a force of nearly 
1,000 soldiers in the Doi Larng-Mong 
Yawn area, southwest of Ban Hin Taek, 
another 80-90 near the Thai border at Mae 
Hong Son, and 2-300 still at Loi Maw, 
northern Shan state, which is Khun Sa's 
birthplace and the old SUA stronghold. 
The “Loi Maw Rebels" or the “Loi Maw 
Army” are more popular names for the 
SUA. 

Other armed groups in Shan state in- 
clude the Palaung State Liberation Or- 
ganisation/Army (PSLO/PSLA), led by 
Aung Kyine. The Palaungs live mostly in 
the tea-growing district of Namhsan in 
northern Shan state. The Lahu peoples 
are divided between BCP crony A Bi and 
the non-communist Lahu National United 
Party/Lahu State Liberation Army 
(LNUP/LSLA), led by payah (politico- 
religious leader) Ja-Eu, who until recently 
was staying at Doi Larng, but has now 
transferred to the SURA area near Pieng 
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former monk from the Taunggyi area. 
- The “Wild Wa” — former headhunters. 
from the Shan-Chinese borderlands — are 
good fighters and willing. mercenaries. 
Most of the BCP's soldiers are Wa, às are 
nearly half of the SUA’s troops. The Wa's 
own army is the Wa National Army 
(WNA), led by warlord Mahasang, son of 
he last sawbwa (local prince) of the Wa 
tate of Vingngun. The PSLO, LNUP, 
PNO and WNA have only a few hundred 
soldiers each. 
< Kachin Independence Organisation/ 
Army (KIO/KIA) — reputed to be one 
of the toughest of all Burma's insurgent 
groups. Popularly known as the “amiable 
issassins" during the World War I anti- 
nese struggle, they have been fighting 
achin state independence since 1961, 
€ pro-BCP faction of the KIO/KIA is 

y Brang Seng, who is more influential 
т. oppositionist. N'Chyaw Fang, a 
itish-trained army veteran who was 
ed at Saugar Military High School 
a prior to Burma's independence. 
strength of the KIA is hard to deter- 
ne, but military analysts y put the. 
ure at 3-4,000 soldiers, armed. mainly 






























weapons captured in battles with the : 







rmese. The 4th Brigade of thé KIA is 







perates with the PSLO. — — 
Karenni National Progressive Party/ 
the Karenni. Army — represents. the: 


rs. Saw Maw Reh, one of the old hands 


1948, is party president. The army's 

mmander is Abel Tweed, a young Ran- 

oon University graduate. à 
ew Mon State Party/the Mon State 

irmy (NMSP/MSA) 

jurma's southeaste 


, who was appointed new president of 

NMSP last year after some infighting 
h the old leader, Nai Shwe Kyin. The 
er is still trying to make а comeback, 
e has no more than 2-300 followers 
stay in the rugged hills near Three: 
as.Pass opposite Thailand's. Kan-. 
buri province. 2 
rakan Liberation Party/Army — is 
of several nationalist 


п state in the 















‘remote and isol 





аз Rohingyas, һам 
Rohingya Patriotic. 









| Asi-ayone, or Our Burma Party, the most 


‚ Slowly faded away. 


: munists were the first to contact the Allies 
“nationalists still 
€ in northern Shan state, where it- 
grudges ап 
Karenni and consists of about 600 sol- 


f the Karenni rebellion which broke out. |- 





Thakin Soe, who had played an important 


‘pendence, claiming that “any indepen- 
| dence wrested from the hands of the im- 


© ;However, while Soe. was basking in 


(KNDO), they staged an armed uprising 
-and managed to-capture many provincial 
‘towns, including Pegu, Taungoo, Man- 


1 the communists and they had a coi 


able influence among labourers in Ran- 
goon, Mandalay and the oil fields of 

| Yenangyaung. It was not until 1953 that 
the U Nu government took relatively firm 
control of the whole country. 

The communists then were forced to re- 
treat to isolated jungle areas, far away 
from urban and industrial centres. But 
pockets of resistance lived on in some 
parts of the country throughout the 1950s, 
especially in the Pegu Yoma mountain 
range in central Burma. A number of 
leaders managed to reach China, where 
they were warmly received and given poli- 
tical and military training. 


Chiang Mai: Burma’s communist move- 
ment was founded by-a handful of idealis- 
tic student: leaders from the Dobhama 


militant. nationalistic political party in 
Burma before World War II. In the late 
1930s, a group of young nationalists met in 
a small flat in Barr Street, Rangoon, and 
decided to set up the Burmese Communist 
Party (ВСР). Among the founders were 
Ko Thein Pe, Thakin Ba Hein, Aung San 
and Thakin Hla Pe, later known as Bo Let 
Ya. The young and charismatic Aung San 
was elected secretary-general. The ac- 
tivities of the BCP were limited to occa- 
sional discussion meetings. The more im- 
portant. Dobhama Азѕі-ауопе : claimed 
most of their time, however, and the BCP 









he results of this became evident in the 
# 19605, when the BCP flourished anew.. 
m3 ‘Shortly after a general amnesty and peace 
About a decade later, towards the end | talks with the government in 1963, a seri- 
of the war, the BCP re-emerged — ini- | ous struggle broke out within the BCP. A 
tially as a member organisation of the | tightly knit and intensely militant group 
greater front, the Anti-Fascist People's | known as the Peking returnees — Maoists 
Freedom League (AFPFL). During the | who had lived in Chína — began att 
Japanese occupation of Burma, the com- | the old party leadership and accuse 
-of revisionism because they had pa 
in India. At that time the Burmese | patedinthe peace talks. Led by Thaki 
ved in Japanese pro- | Thein Tin, the Peking returnees executed 
would be granted inde- |- 








































mises that Burm 
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When the war was Ose 
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BCP itself. | sin: 
moderate 
the title of |- 













| Trotskyite by some foreign observers | pr 


because of its independent line and |: 
theoretical. orthodoxy.. Its leader was 







role together with Aung San in the resis- 
tance movement against the Japanese. 
The Red Flags took an uncompromising 
attitude towards Burma's hard-won inde- 






Probably under. C 
Thein Tin and the p 
retreated to Kokang 
where they had easier a 
arms, ammunition and. i 
| were recruited from the hill trib 
sides of the Burmese-China border. With 
the help of, Chinese. advisers from the 
People’s Liberation Army, the new BCP 
built-up a formidable fighting force of 
more than 10,000 well-equipped soldiers... 

A new headquarters was established at- 
Panghsang in the Wa А i 
came the operational centre 
North-Eastern Command. Its first military 
chief was Naw Seng, a well-known former 
Kachin captain in the Burmese Army. 

Today, the trols an. area of. 
nearly. 15,000: si 



















perialists without a war is a sham." 





publicity, it was the White Flags rather 
than the Red Flags who became the real 
threat to the Burmese Government. To- 
gether with Karen rebels from the then 
Karen National. Defence Organisation 































dalay, Maymyo, Taunggyi, Loi-] 
Lashio. The combined. BCP-F 
rces even beseiged Rangoon 
d into Insein, an outlyi 
tudents.-and workers rallied | 
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Whatever kind of project 
you're trying to land - and no 
matter how difficult it may seem- 
Barclays Bank International can 
help make it happen. 

With project finance packages 
that are tailor-made to meet your 
needs. 

Wherever in the world you're 
doing business. 

That goes for everything from 
smaller deals to the most specta- 
cular-and with Barclays' total 
assets of over US $93 billion (as 
at December 3151, 1981) it's hard to 


imagine anything too big. 


HOW WE WORK. 

Barclays International starts 
to work by puttingtogetherateam 
of experts. 

People with experience in the 
markets and the industries that 
matter to you. 

People with specialist know- 
ledge of finance, foreign currencies, 
localregula- ав 
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TOTAL CO-ORDINATION. 

It's a team that's drawn from 
a network spread over more than 
80 countries, including all the 
world’s key financial and business 
centres. Barclays has the people 
on the ground to give you unbeat- 
able co-ordination in even the 
most complex deals. 

Altogether, it’s a package that 
gives you the support you need to 
— £c! your deal off 
F.M 4S the ground. 
ео йүс And, of course, 

ташый to land it safely. 
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FACT: 


TOYOTA ADVANCED ENGINEERII 
ADDS UP TO 10,000,000 COROL 


FACT: In 7 of the last 8 years, Toyota Corolla has 

"selling car in the world. The car everyone їс 
this year, the 10,000,000th Corolla was built—a reme 
popularity that's unique in automotive history. 


FACT: Со"! s popularity has been proved in mo 
* countries around the world —by all kinds of € 
under all kinds of driving conditions year after year. As 
Toyota's quality and reliability, that's a proving ground $ 


FACT: Toyota keeps Corolla on top by a total dedic гай 
* advanced design and engineering, plus qua 
production facilities that are among the most modern in cm world 
We suggest you visit a Toyota showroom soon and see f 
The facts come alive when you drive a Toyota. 
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A refreshing new experience 
comes to Bangkok. 
The Hyatt Central Plaza. 


A soothing, refreshing atmosphere within 
the fast pace and colour of modern Thailand 
this will be the welcome offered by the Hyatt 
Central Plaza Bangkok. 600 rooms ideally 
situated 15 minutes from either the airport or 
city centre. Adjoining Asia's newest and 
largest shopping complex, the new Hyatt 
offers complete resort facilities. Spectacular 
poolside area, tennis courts, fitness centre, 
and an 18 hole golf course nearby. Dine on 
Nouvelle Cuisine, Chinese delicacies or local 
sea-food. Convention facilities for up to 3,500 
available, and exclusive Regency Club 
accommodations. 


Hyatt (Je eni PLAZA BANGKOK 


Сет E HYATT SPIRI "WORLDWIDE эмы 


*For reservations, call your travel planner or your nearest Hyatt. a? 








The king: impressive. 





е ONE of the most attractive delegates 
to the recent non-aligned summit in New 
Delhi was His Majesty King Jigme Sin- 
gye Wangchuck of Bhutan — attractive 
both in the quiet good sense with which 
he stated Bhutan's position (in sharp 
contrast with the ranting extremism of 
other self-styled representatives of non- 
alignment) and for his sheer physical 
good looks. I had the good fortune to at- 
tend the ceremonies when the young 
(then 18-year-old) monarch was 
crowned in the summer of 1974, though 
he had succeeded his father two years 
previously. The colour- 
ful ceremonies were held 
in the shadow of revela- 
tions of a plot to assassi- 
nate the young king and 
to set the capital city, 
Thimpu, along with the 
Tashi Chhodzong (the 
huge fortress monastery 
which contains the gov- 
ernment secretariat) to 
the torch. 

The Wangchucks have ruled Bhutan 
since the beginning of this century, con- 
ducting a running feud with the other 
powerful family of the kingdom, the 
Dorjis. The present king’s father had at 
last united the families by marriage, but 
the reconciliation soured when he took a 
Tibetan woman, Yangki, as his mistress. 
His queen lived in seclusion. After one 
of her brothers, Jigme Dorji, the popu- 
lar prime minister, was assassinated in 
1964, another brother, Lhendhup, and 
sister, Tashi, went into a nine-year exile. 

Despite the uneasy situation the coro- 
nation was a happy occasion, as the Dor- 
jis returned to be reunited with their 
family. Since then the young king has 
continued to work for national reconcili- 
ation and, according to the gossips, is 
likely to follow his father’s example in 
uniting the two major families again by 
marriage. 

Thus, heavy responsibilities fell on 18- 
year-old shoulders, which until then had 
been mostly exercised in saving goals for 
a Bhutanese football team and bending 
bows in the national game of archery. 

e THE transformation has been drama- 
tic. The schoolboy has become a hand- 
some, self-possessed young technocrat. 
All the facts and figures of his admittedly 
small country are at his fingertips: with- 
out referring to notes he tells how the 
process of de-centralisation of adminis- 
trative power to the 18 districts is pro- 
ceeding smoothly, as are negotiations to 
demarcate the 1,480-km. frontier with 
China. Relations with India are excel- 
lent (he would not budge from this, 
though I questioned him repeatedly). 
India is granting Rs 1.34 billion (US$122 
million) for Bhutan’s current five-year 
plan, involving expenditure of Rs 3.8-4.2 
billion. Aid from the United Nations and 
other external donors will provide 
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another 30%. There will be a consider- 
able shortfall because Bhutan's own con- 
tribution is limited, but the king hopes 
that this shortfall of about Rs 1.3 million 
will be made up at a round-table meeting 
with donor countries to be held in 
Geneva next month. 

Again, without need of notes, the king 
lists the actual deposits of minerals — 
copper, lime, dolomite, lead, zinc, 
tungsten and gypsum — which have 
been identified, though the country's 
terrain provides obstacles to easy exploi- 
tation. The opening of the India-sup- 
plied microwave link will help communi- 
cations, and the inauguration of Bhutan 
flag-carrier Druk Air's links with Cal- 
cutta this year will help tourism. Four 
new hotels providing 300 more rooms 
will help push up tourism from the 1,456 
arrivals last year. Behind the king's 
statistics lies a realistic assessment of his 
country's developmental difficulties, un- 
coloured by the socialist rhetoric 
spouted by so many of the other dele- 
gates to the non-aligned summit. 

At the same time, the reconciliation 
process between Bhutanese and the 
many Tibetans in the country appears to 
have been successfully completed. The 
Tibetan refugees who had refused Bhu- 
tan's offer of citizenship have returned 
to India — 1,562 of them — leaving be- 
hind 2,000 who have become citizens 
and 1,500 who are unabsorbed, but who 
are diffused throughout the country and 
now mount no challenge to unity. 

I took my leave, very impressed by 

the knowledgeable setiousness of this 
young man who had greatness thrust 
upon him. 
e THE British royal family is under- 
standably annoyed with the continual ef- 
forts of the London press to penetrate 
their privacies, and recently obtained an 
injunction stopping one tabloid from 
publishing the backstairs-at-the-palace 
reminiscences of an ex-valet. But as 
Garth Alexander in the Philippines 
points out, the headline in Manila's Busi- 
ness Day made it look as if Elizabeth II 
should be renamed Queen Canute: 


Queen orders Sun to stop 


€ A HEADLINE from the Bangkok 
Post which is capable of misinterpreta- 
tion: 


Crash course for 
Pakistani drivers 


е BRAZIL's large petroleum firm and 
conglomerate. Petroleo Brasileiro, or 
Petrobras for short, set up a subsidiary 
some years ago which has recently 
opened an office in Singapore. The sub- 
sidiary’s name is Interbras. It is obvi- 
ously a venture which merits support! 











e THE Korea Times regularly pub- 
lishes excellent lessons to help its readers 
improve their English, though I would 
like to rewrite the title of one of its fea- 
tures: "English Thru Humor." Yvan 
Bourdeau sends us one recent example 
of the way in which the student readers 
are kept motivated and looking forward 
to the next lesson: 
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е READER Teh Soo Seng spotted a 
story in the Malay Mail about a collec- 
tion made to help a four-year-old girl go 
to Australia for some complicated plas- 
tic surgery on her face. But the headline 
read as if she was in for an abdominal op- 
eration: 


Only $149 more for girl’s 





е I REPRODUCE the wrapping of a 
Japanese toilet paper with no comment 
except that I assume the product is sup- 
posed to have the texture of crepe: 





e HEADLINE from Taiwan's China 


Post: 

Cargo vessel 
in mistress 
west of Oluanpi 















Why Islam says ‘no’ to secularism 


M alaysia’s founding father, Tunku 
Abdul Rahman, has never been very 
popular with the country’s so-called Is- 
lamic fundamentalists, or Islamists as they 
are properly called. His indulgence in 
horse-racing and alcohol does not impress 
the faithful. His claims that his deviation 
from the right path in these matters is 
“moderate” only confirms their view that 
the tunku allows personal whims to super- 
sede the law of Allah. Bapa Malaysia’s 
services as the first secretary-general of 
the Islamic Conference, chairman of 
Malaysia’s Muslim welfare organisation, 
Perkim, and head of the Islamic Dakwah 
Council for Southeast Asia and the Pacific 
are viewed cynically by Islamic critics; that 
he has received international honours for 
Islamic work proves nothing to them ex- 
cept that “the Islamic world is ruled by un- 
Islamic regimes, all of which will have to 
give way to the rising tide of Islamic revo- 
lution.” 

The tunku’s recent statement that 
Malaysia should not be allowed to become 
an Islamic state (REVIEW, Mar. 3) is only 
likely to infuriate his opponents further. 
Islam is an emotive issue in Malaysia and 
neither secularists nor Islamists can be ex- 
pected to examine the tunku's appeal for 
the maintenance of the secular character 
of the state in a dispassionate manner. 
While Muslims accuse the former Malay- 
sian prime minister of apostasy and non- 
Muslims praise him for courage against Is- 
lamic extremist pressures, it would be use- 
ful to examine the subject of Islam versus 
secularism in Malaysia without the usual 
rhetoric. 

Islamic revival has been the subject of 
much alarmism in the West and else- 
where. The events in Iran, in particular, 
have given rise to an image of militant 
Islam, which does not need to be under- 
stood, only to be feared. A combination of 
malice and ignorance has resulted in the 
perception of an Islamic monolith, rep- 
resented by religious zealots and hostage- 
taking fanatics. The only moderates in the 
Islamic world are believed to be those will- 
ing to forsake at least part of their faith. 
All Islamic revivalists are “fundamen- 
talists” and therefore extreme. 

In Malaysia, the reality of multi- 
racialism helps to exaggerate what is 
otherwise a worldwide phenomenon. Any 
move in an Islamic direction is interpreted 
as essentially incompatible with the rights 
of non-Muslims. As a Muslim diplomat 
once remarked: “When Singapore tries to 
find a value system in Confucian ethics, it 
is neither backward nor anti-secular; 
when Malaysia traces back its Islamic 
roots, it is dangerous in the eyes of 
everyone." 

From the point of view of Muslims, the 
emergence of extremist fringe groups is 
not peculiar to Islam. In an age of relative 


spiritual vacuum, sects such as those led 
by Sun Myung Moon and Jim Jones 
abound. Even though they call themselves 
Christian churches, no one seriously ex- 
pects their influence to spill over into 
mainstream Christianity. Yet the media 
generally confuse self-proclaimed Muslim 
messiahs with the general trend of Islamic 
revival and portray the entire Islamic 
movement as a bunch of potential killers 
and crackpots. 

Critics would certainly point out that 
they take fringe Islamic groups more seri- 
ously than similar sects in other religions 
because of Islam's political power and ap- 
peal. They could avoid misunderstandings 
and political miscalculations if they stop- 
ped being alarmist about Islamic revival 


The tunku: under fire. 





and accepted it as a legitimate movement 
for social change. 

Green turbans, white robes and com- 
pulsory prayer should not be considered 
representative of mainstream Islam and 
they have as much chance of dominating 
Muslim thinking as the Moonies have of 
taking over the Christian Protestant 
churches. The social order presented by 
more sensibly organised movements, 
however, is to be taken seriously. Only 
when it is discussed academically by both 
Islamists and their secular opponents will 
the issues surrounding Islam as a move- 
ment for social change be clarified. 


Fo Muslims, Islam is more than a reli- 
gion. It is a way of life which has had 
profound influence on the believers’ cul- 
ture and even language. It is a cohesive 
force stronger than ethnicity, language 
and culture and certainly the most pro- 
nounced aspect of Muslim collective per- 
sonality. The Malays define their ethnicity 
through Islam. 

As such, Muslims are essentially non- 


secular, especially if secularism is taken in 
its classical sense of a total divorce be- 
tween religion and state. If the views of 
Malaysian opponents of Islamisation pre- 
vail, the result will be a secular state in a 
non-secular society and Malay chauvinism 
will continue to find expression in pseudo- 
religious extremism. 

On the other hand, if the non-secular 
nature of Muslim society is accepted as an 
unchangeable fact of life, the debate on Is- 
lamisation in Malaysia would have to 
focus on the role of Islam in a multiracial, 
multireligious country. It is natural for 
Muslims to look towards their faith as a 
solution to contemporary problems, par- 
ticularly when they find modern, 
materialistic solutions inadequate. 

The objective of a social system in 
which the quest for material well-being is 
subject to an overriding spirituality a 
peals to the Muslim mind and would pro 
ably find sympathy among Malaysia’s 
non-Malays if it were not accompanied by 
threats of coercion. The major failure of 
Malaysia's Islamists has been the inability 
to convince others that in their pursuit of 
the Islamic ideal they have not lost track of 
contemporary limitations. 

The tunku is right in saying that 
Malaysia should remain secular if he uses 
the term as an antonym for theocratic. It is 
as difficult to establish a theocratic order 
in Malaysia as it is to demand that the 
country should remain secular in the 
strict, classical sense. There is, however, a 
role for Islam in the Malaysian state which 
should neither be played down nor exag- 
gerated. 

The tunku and his critics would both 
serve Islam and Malaysia better by initiat- 
ing dialogue between secularists and Is- 
lamists. The incompatibility of secularism 
and Islam applies to Malaysia as to all 
other Muslim countries. But Malaysia's 
multiracialism necessitates fresh  ap- 
proaches to the practice of secularism and 
the theory of Islamisation. 

In Malaysia, more than anywhere else, 
one feels that Islamic movements are ill- 
prepared to play the role they should be 
playing — that of catalysts of reform 
rather than advocates of unprepared revo- 
lution. An essential element of an Islamic 
state is consensus among its people to 
acknowledge the sovereignty of God and 
accept divine law. Such consensus cannot 
exist in a nation where more than a third of 
the population is non-Muslim and a large 
section of the Muslim population is ambi- 
valent about Islamic socio-political 
ideas. 

To talk of introducing Islam in totality 
from above, without regard for non-Mus- 
lim minorities, is irresponsible as well as 
un-Islamic. It is an argument not dissimi- 
lar to that of Hindu extremists in India 
who demand that Muslims should be de- 
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nied available concessions because India’s 
Hindu majority justifies the supremacy of 
Hindu religious ideas in that state. 

In his book History of the Revivalist 
Movement in Islam, Abul Ala Maududi 
— one of the most important contempo- 
rary Islamists — pointed out the dangers 
of attempting to introduce Islamic solu- 
tions in a society where the thinking is 
primarily non-Islamic. He criticises Is- 
lamic revivalists of 18th and 19th century 
India for not adapting to the needs of the 
time and developing the intellectual 
framework for Islamic revival. “Entire na- 
tions had risen in the West,” says 
Maududi, “and whereas a little work was 
done here in one direction, a thousand 
times greater progress was made there in 
almost all directions.” 

In Maududi's view, it is surprising that 
Islamic revivalists prepared for an Islamic 
revolution in India without even thinking 
of “sending out a deputation of worthy 
ulema [religious scholars} to Europe with 
a view to investigating and inquiring into 
the causes of the material superiority of 
her people.” By calling for an Islamic re- 
volution in a non-conducive environment, 
Islamic revivalists raised alarm but made 
no significant gains. 


Д situation apparently exists to- 
day. Malaysia is caught in the dilemma 
that a totally secular state, with Islam con- 
fined to the mosque, is incompatible with 
the Islamic commitment of the Malay 
majority. The Islamic revolutionary solu- 
tion offered by certain groups tends to 
frighten non-Muslim minorities without 
offering a substantive alternative to the 
Muslims. 

The only way out is for the secularists to 
recognise that rebuilding of Islamic in- 
stitutions is not necessarily a threat to 
them as it is a natural development in a so- 
ciety comprising a Muslim majority. Is- 
lamic revivalists have to work to build 
those institutions and prove their efficacy, 
presenting Islam as an alternative social 
order rather than a mere religion exceed- 
ing its limits and interfering in the socio- 
political sphere. 

Some Islamic revivalists are already be- 
ginning to see the need to revitalise Is- 
lamic thought and build Islamic institu- 
tions. Muslim youth leader Anwar Ib- 
rahim's decision to join the ruling United 
Malays National Organisation and Prime 
Minister Datuk Seri Mahathir Mohamad's 
desire to present his government as an Is- 
lamic alternative to Malay Muslims are re- 
presentative of this trend. Islamisation in 
Malaysia should not remain merely a 
programme to out-manoeuvre Islamists, 
because if it is not pursued sincerely there 
will be a renewal of the phenomenon it is 
meant to suppress. 


Pakistani journalist Husain Haqqani is Hongkong cor- 
respondent for the magazine Arabia, founded in 1981 
às a forum for Muslims throughout the world and to 
ре а source of information on Islam to non-Mus- 
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Island in the stream: ` 


Newly established air links with the Netherlands are only the 
most visible of Taiwan’s extensive but unofficial ties with Europe 


By Andrew Tanzer 


Taipei: People here are fond of pointing 
out the similarities between Taiwan and 
the Netherlands. Both are small, densely 
populated, seafaring and highly depen- 
dent on foreign trade, they remark. Now 
that Holland has decided, within the space 
of a few years, to sell two submarines to 
the Kuomintang (KMT) government and 
to establish air links between Amsterdam 
and Taipei, the Dutch have become dear 
to the hearts of the people of this island. 

With the first KLM Royal Dutch Air- 
lines flight touching down at Chiang Kai- 
shek International Airport on April 3, and 
with a China Airlines aircraft landing 
at Schiphol Airport, Amsterdam, on 
April 13, more is at stake than the open- 
ing of direct air links. The route rep- 
resents a breakthrough for the Taiwan 
Government, which had unsuccessfully 
sought landing rights for China Airlines 
passenger flights in Europe since at least 
1974. Government officials hope the 
flights will serve to broaden contacts with 
Europe. The national carrier began cargo 
flights to Luxembourg in 1982. 

The flights will represent only the most 
visual manifestation of expanding ties 
with Europe. Diplomatically isolated, 
Taiwan has worked overtime — particu- 
larly since the United States broke rela- 
tions with Taipei in 1979 — to expand ties 


Birds in 
the hand 


Peking protests as Taipei 
hopes further transport 
connections will be made 


Taipei: As the head of one European of- 
fice in Taipei put it, China Airlines (CAL) 
is “an instrument of diplomacy.” Add the 
fact that CAL, Taiwan’s flag carrier, had 
long sought a foothold in Europe, and a 
protest from Peking over the opening of 
an air link operated by CAL and Dutch 
flag-carrier KLM Royal Dutch Airlines 
between Taiwan and the Netherlands was 
inevitable. Thus the Chinese d'af- 
faires in The Hague, Guo Jie, accused the 
Dutch Government of taking **a new step 
. .. fo create two Chinas." 

Peking's reaction was expected, but it is 
somewhat puzzling nevertheless. CAL al- 
ready flies to more than a dozen countries 
which do not have diplomatic relations 
with Taiwan. By coincidence, CAL 
started twice-weekly flights to New York 
in March without provoking a protest 


40 


with European countries through discreet 
(and unofficial) diplomacy. Ten West 
European nations, including all the major 
ones except Italy, have opened trade of- 
fices in Taipei; two also maintain cultural 
centres. Taiwan has dozens of offices in 
Europe, including an embassy in the Vati- 
can, the only state there with which it has 
diplomatic relations. Nine European 
banks have opened Taipei offices — six 
branches and three representative offices. 
Taiwan banks have opened three offices in 
Europe. 

Europeans are being lured here for 
economic reasons. While the island was 
once considered a captive market for US 
and Japanese firms, the government is 
striving to diversify sources of supply and 
export markets. European companies 
have already been awarded contracts for 
major infrastructure projects. In recent 
months, the state-run Taiwan Power Co. 


A300 Airbus: deal never got off the ground. 
from China. Fourteen carriers from coun- 


tries lacking diplomatic ties with Taipei fly 
to Chiang Kai-shek International Airport; 
some, including Thai International, 

Airlines and Cathay Pacific, 
have flights to both Taiwan and China. 
Pan Am, which ended flights to Taiwan in 
1978 and now flies to Peking, announced 
recently that it would like to come back to 
the island. 

Holland’s official statements regarding 
the establishment of air links with Taiwan 
emphasise the sensitivity of the issue. The 
Dutch Government told Р that an 
agreement signed by CAL and the Dutch 
company Martinair (which initiated 
weekly cargo flights to Taipei in pening 
was between two private 
did not imply recognition of Taiwan. Tie 
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has signed contracts beginning in 1989 
with Rio Tinto-Zinc, the London-based 
mining house, and Cogema, a French 
Government-owned enterprise, for long- 
term supply of uranium for Taipower's nu- 
clear power plants. The contracts reduce 
US dominance of Taiwan's supply of nu- 
clear fuel, though Rio Tinto uranium will 
be processed in the US. 

With Taiwan moving up the technology 
ladder, European firms think they have 
the sophisticated machinery and equip- 
ment this requires. Taiwan Machinery 
Manufacturing Corp., a state-run enter- 
prise, has entered into technical agree- 
ments with an Italian firm to produce rail- 
way rolling stock. With Sulzer, a big Swiss 
machinery maker, it is to manufacture 
diesel engines for marine use. Sulzer has 
also capitalised on the local textile indus- 
try's need to automate production by sel- 
ling mills here 1,000 shuttleless looms, 
worth an estimated Sfr 100 million (US$50 
million). 

After soaring from US$2.1 billion in 
1977 to US$5 billion in 1980, trade be- 
tween Taiwan and Europe declined 
slightly in both 1981 and 1982. Analysts 
view the dip as a temporary phenomenon 
caused by recession and by the steep ap- 
preciation of the New Taiwan dollar 
(which closely follows the US dollar) 
against most European currencies. 





explanation for the fact that KLM Royal 
Dutch Airlines, 75% owned by the gov- 
ernment, would be making passenger 
flights to Taipei was that Martinair was a 
charter airline which subcontracted the 
route to KLM. According to a Communi- 
cations Ministry official, CAL actually 
signed two contracts, one each with Mar- 
tinair and KLM. Although CAL purports 
to be a private airline, most observers con- 
sider it a quasi-governmental company. 
One tactic Peking may adopt is to pres- 
sure European countries to deny CAL 
overflight rights. When the airline began 
cargo flights to Luxembourg in May 1982, 
саша reportedly to France 
a use of French airspace. Pe is 
also said to have tried, м 
coerce Luxembourg to have the Taiwan 
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Taiwan enjoyed a surplus of US$478 mil- | П 
pagum 3 lon of trade with 


Europe last year. 

The island's major exports were elec- 
tronics, textiles, garments, wood pro- 
ducts, plastics and toys; the biggest ship- 
ments from Europe were machinery, basic 
metals (including scrap ships), chemicals, 
motor vehicles and aircraft. 

Double-digit unemployment in Euro- 
pean countries such as the Netherlands 
has brought short-term economic consid- 
erations to the fore. Governments want to 
separate business and politics, a point dri- 
ven home last year during the dispute be- 
tween the US and its Atlantic allies over 
the Siberian gas pipeline. While in the 
1970s political considerations kept Euro- 
pean contact with Taiwan in check, 
. economic necessity is emboldening the 
countries today. 


he Dutch policy is a case in point. The 

Hague decided to sell submarines to 
Taiwan and to grant landing rights to 
China Airlines over the opposition of the 
Dutch Foreign Ministry. Taiwan hopes 
European economics ministries will con- 
tinue to carry the day over foreign minis- 
tries. 

Disillusionment with the China market 
also has European companies and semi- 
governmental trade offices heightening 
their profiles in Taipei. Doing business in 
Taiwan's open economy is easier than in 
China, and business executives note that 
Taiwan's external trade still exceeds the 
mainland's. 

The best of all worlds is doing business 
in both China and Taiwan. “At one time 
they [European countries] were worried 
that Peking might retaliate, but now they 
see they can do business on both sides of 


flag wiped off the side of the CAL aircraft. 
Many E nations have little choice 
but to grant CAL overflight rights because 
their national carriers use Taiwan airspace 
on flights to Tokyo. 

Ассо! to the official, the 17-hour 
passenger to Amsterdam, which 
will stop only in Dubai, will take a south- 
ern route over Greece, Italy, 
and France. But since a flight path over 
Eastern Europe would be quicker, the 
ا‎ may try to negotiate use of 

airspace through a third 


through Thai 

Taiwan hopes the Dutch decision will 
influence other European countries. A 
number of E carriers are keen to 
add Taiwan to their itineraries, but their 
governments have been unwilling to ex- 
tend reciprocal landing rights to CAL, 
The Hongkong-Taipei-Tokyo route is 
dubbed the “golden link” by some in the 
industry because it is а big топеу-та! 

Paris was CAL's first choice in Europe. 
Late last year French Foreign Minister 
Claude Cheysson was quoted as telling the 
National that France would not 
establish commercial air links with Taiwan 
because Paris “cannot accept gestures of a 
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the straits," said Wellington Tsao, secret- 
ary-general of the Euro-Asia Trade Or- 
ganisation (EATO), a local group prom- 
oting trade relations with Europe. 

Indeed, the emptiness of many of Pe- 
king's threats has instilled confidence in 
European organisations dealing with 
Taiwan. After the submarine sale, China 
threatened to break relations with The 
Hague (and did downgrade ties to charge 
d'affaires level) and to boycott Rotterdam 
harbour. In March 1982 the Chinese 
Foreign Ministry sent notices to embassies 
in Peking, cautioning them against open- 
ing official and semi-official offices in 
Taiwan. 

This caused European governments to 
sit up, but Peking apparently let the mat- 
ter drop. “Peking has to make noises so as 
not to lose face, but it has more bark than 
bite," explained a foreign diplomat. A 
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of the Formosan au- 
thorities. Therefore, it cannot envisage 
the establishment of a regular air route 
with the island." 

Some people here are particularly bitter 
about the failure in France because of re- 
ports that the French Government had led 
Taiwan to believe that if CAL purchased 


Airbus A300s it would gain landing rights 


do, send troops to attack West European 
countries?" 

Taiwan has attracted European coun- 
tries by demonstrating its determination 
to diversify trade partners. The island sent 
procurement missions to Europe, opened 
trade offices there, sponsored a European 
trade fair in Taipei and invited European 
bids for local projects. European fears 
that Taiwan was propped up by the US 
vanished when, after the US severed its 
defence treaty and diplomatic ties with 
Taipei, the island managed to stand on its 
own two feet. 

One by one, the countries are opening 
trade offices in Taipei — Denmark will re- 


portedly become the 11th in the next few: 


months. No one wants to miss the bus. 
*We saw the British and French were very 
active and had secured some interesting 
projects," commented W. K. Mueller, di- 
rector of the Trade Office of Swiss Indus- 
tries, which opened its doors in Taipei last 
December. Switzerland was irked when 
NEI Parsons, a British firm, beat Brown 


Boveri last year in a bid for turbines for 


Taiwan's seventh and eighth nuclear 
power reactors (the project was sub- 
sequently shelved). Trade offices provide 
direct access to high levels in Taiwan's 
ministries and national enterprises. 

There are basic similarities among the 
offices. Most are branches of semi-official 
trade organisations, or at least of groups 
that can be traced to European govern- 
ments. Agreements are usually signed 
with Taiwan offices in Europe or with 
EATO, but the applications are reviewed 
by a department of Foreign Minister Fred- 
rick Chien, which requires that the offices 
can at least communicate with European 
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in Paris. In 1980 Taiwan signed a contract 


to buy four A300s for about US$200 mile — 


lion (purchased by the Civil Aeronautics 
Administration and leased to CAL), but 
traffic rights were not forthcoming. 
“Many years ago we were told if we 
bought Airbuses we could land in Paris,” 
said the Ministry official, adding no pro- 
mises were made when the A300s were 
ordered. — ANDREW TANZER 
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governments. “We want to be sure they 
can represent the general interests of 


the European country, and not just groups 
in the country,” said a Foreign Ministry 
official 


In some cases Taiwan initiated contact, 
in others European countries made the 
first move. Negotiations can be time-con- 
suming. Mueller said it took two years for 
Taiwan and Switzerland to work out an ac- 
ceptable formula and name for the Swiss 
office in Taipei (the opening was also de- 
layed by the March 1982 warnings from 
Peking). In the end, Taiwan’s Far East 
Trade Service office in Zurich signed an 
agreement with the Swiss Taiwan Trading 
Group, a newly formed private organisa- 
tion backed by the semi-governmental 
Swiss Centre for Trade Promotion, to 
open the Trade Office of Swiss Industries 
in Taipei. 

By verbal agreement, most of the of- 
fices are accorded limited diplomatic 
privileges, such as duty-free imports of li- 
quor and office-equipment facilities, 
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know-how in communications, 
transport and land reclamation. 

The Dutch, not isingly, are the 
most eager. They hope to be awarded at 
least pieces of projects including harbour 
expansion, nuclear power plants, a Taipei 
transport system and water conservation. 
When Taiwan signed a contract worth 
more than US$ million with now- 
troubled Rijn-Schelde-Verolme (RSV) in 
September 1981 for delivery of two sub- 
marines, the KMT government also com- 
mitted itself to purchase US$200 million 
worth of non-military products from Hol- 
land before taking receipt of the sub- 
marines in 1985. 

The government has already spent 
about US$80 million of the amount on 
projects including a US$35 million con- 
tract for RSV to convert boilers in a 
Kaohsiung power station from coal to oil, 
purchase of liquefied petroleum gas stor- 
age tanks from RSV for US$16 million 

and a Kaohsiung harbour tunnel light- 


CAL; KLM: flying West, flying East 


tax-free status for European representa- 
tives, special car-registration plates and 
access to the airport. Most offices take 
visa applications and send them to consu- 
lates in Hongkong for processing, though 
some are moving towards handling the ap- 
plications in Taiwan. Belgium, for in- 
stance, sends a telex to Brussels and has a 
response back within 48 hours. The Tai- 
wan traveller can present the return telex 
for a visa upon arrival in Belgium. 

But the prime function of the offices is 
to promote trade. They supply Taiwan 
market information to exporters at home, 
find local agents, study the credit standing 
of local companies and protest to the local 
government on such issues as Taiwan 
counterfeiters. Several have sponsored 
Science and technology seminars in Taipei 
to show local businessmen what their 
manufacturers have to offer. 

The biggest of these to date, sponsored 
last November by the Austrian trade dele- 
gation, drew 6,500 people. Thirty Aust- 
rian companies introduced their technol- 
ogy in industries including steel, plastics 
engineering and telecommunications test- 
ing equipment, Holland will hold a 


ing contract for Philips, the Dutch elec- 
tronics giant. 

The inaugural China Airlines flight to 
Amsterdam will carry a “buy-Dutch” mis- 
sion that is expected to speed an addi- 
tional US$60-70 million of the US$200 
million commitment on more boilers, gas 
facilities, tugboats and other goods. A 
buying mission sent to Holland in March 
1981, several months after the Dutch 
cabinet decided to permit the sale of sub- 
marines, purchased US$100 millon of 
Dutch products. н 


Wr European trade promotion of- 
ficesin Taipei are reasonably straight- 
forward and of traceable origin, Taiwan's 
counterparts in Europe are an array of cul- 
tural, economic, trade, investment, infor- 
mation and tourist offices. Officials from 
the foreign and economics ministries, the 
Board of Foreign Trade, China External 
Trade Development Council, Tourism 
Bureau and Government Information Of- 
fice staff the offices. 

A Foreign Ministry official said his 
ministry recognises 16 offices; by the 
REVIEW's count there are-probably twice 


so-called underground em- 
bassies masquerade under names like Sun 
Yat-sen Centre, the Free China Centre, 
Far East Trade Service Inc., the Taipei 
Trade, Tourism and Information Office 
and the Taiwan Products Promotion Co. 

They take marching orders from vari- 
ous branches of the Taiwan Government. 
"They try to make it as confusing as possi- 
ble," said the head of a European trade of- 
fice. This is presumably an attempt to 
cover tracks. The government does not 
make available a complete list of the of- 
fices, some of which appear to be more 
"official" than others. In fact, some 
people doubt whether even the Taiwan 
Government has kept track of all the of- 
fices. 

The foundation for Taiwan's *non-offi- 
cial" relations with Europe has now been 
laid. Setting up banks and trade and cul- 
tural offices has eased communications. 
“Only when you have institutionalised 
links can trade, commercial and cultural 
exchanges be promoted regularly,” com- 
mented Chang King-yuh, director of the 
Institute of International Relations. 

Still, there is no substitute for diploma- 
tic relations. On the eve of the KLM and 
China Airlines flights, it was still taking a lo- 
cal tourist up to six weeks to obtain a visa to 
Holland. Because Taiwan is not a member 
of the General Agreement on Tariffs and 
Trade, the island's exports to the Com- 
mon Market do not enjoy duty-free status 

under the Generalised 
System of Preferences 
(GSP). This puts local 
manufacturers at a dis- 
advantage to South 

Korean, Hongkong 

and Singaporean ex- 
porters in the Euro- 
pean market. (Taiwan 
products do enjoy GSP 
status in the US and 
Japan, even without 

diplomatic recognition.) 

Similarly, Taiwan officials complain 
that lack of diplomatic relations undercuts 
their position in bargaining on quotas for 
Taiwan's exports to Europe. The situation 
in textiles was improved somewhat last 
year when the European Economic Com- 
munity allowed the government's Board 
of Foreign Trade to represent Taiwan, 
rather than the private Taiwan Textile 
Federation. 

Dutch submarine sales notwithstand- 
ing, European governments are still un- 
willing to sell arms to Taiwan. A trickle of 
weaponry has reached the island, how- 
ever. Oerlikon, a Swiss firm, sold anti-air- 
craft guns with radar to Taiwan a few years 
ago through an Italian licensee. The con- 
tract was reportedly worth NT$5 billion 
(US$125 million). Taiwan is also said to 
have received anti-ship guns from Bofors, 
the Swedish arms producer, and tor- 
pedoes from Italy in 1976. But for politi- 
cal, psychological and practical reasons — 
uncertain supply of spare parts and follow- 
on training and the added cost of switching 
weapon systems — Taiwan prefers to rely 
on the US to keep its arsenal full. 
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The big Prize Game for 188 Millions Deutsche Mark 
offers you chances as no other Lottery has offered before. 
Chances which you should not miss under any circumstances. | 


The new round of games starts on 14 May 1983. 


All winnings are exempt from German 
taxes and will be paid out without any 
deductions, and in strictest secrecy. 
According to your wishes — and nobo- 
dy will know about it. 


Here are the facts: 


The Süddeutsche — Klassenlotterie 
(South German State Lottery) is a State 
Lottery — not a private corporation. It 
` is being commisioned and controlled 
by the West German Government. All 
winnings are guaranteed. Tickets are 
sold only by government appointed 
and approved State Lottery Recipients. 
A Lottery has a duration of 6 months 
and consists of 6 classes. Each class 
runs for at least 4 weeks. Of 500000 
tickets in the game over 241000 are 
winning a prize. Therefore, aimost 
every second ticket-number wins. 


You never had a bigger 
chance to become a 
millionaire! 


How you can partici- 
pate? Nothing is 
simpler than that. 


1) You order your ticket on the accept- 
ance form below and send the cou- 
роп to me. You will receive your 
original ticket within a few days, by 
airmail. 


2) Pay your stake in good time and 
chose one of the means of pay- 
ment as shown in the Application 
Form underneath. 


3) After each class you will receive an 


official winning Hst from me, to 


Join in — Order your 
ticket immediately! 
Don't hesitate and participate in Euro- 
pe's most successíul State Lottery 
with it's superior winning chances. 


on in block 
letters. or by typewr 


Kaiser, Staatliche Lotterie Einnahme 
P.O.Box 3523 du LO 
D-6200 Wiesbaden, West Germany. 


: Ticket Application Form 
Yes f would ке to participate in the new prize game of the South German State Lot- 


. detach at the dotted lina 
- and send it by airmail to: 


gether with your original ticket for... 
the next class. : 


4) You will receive written information . 
about each prize won. 


5) It is for you to decide how you would 
like to receive your size money, бу i 
cheque ог апу other manner. For a — 
very big prize it may even be worth- 
while to travel to Munich. W. Ger-. 


vidual wishes will be consi 
personally, and that ус 

the best and satisfactory | 
ali times. | wish you lots of luck! 


WIESBADEN. 
Government Accredited Lottery Agent _ : 


Langgasse 8- P.O.Box 3523 
D-6200 Wiesbaden, West Germany. 


tery and ask you to send me the following original tickets for the 73rd Lottery, 


starting on 14 May 1983. 


half 


winning lists inci. postage 
Prices are for the entire duration 


of thegame, lor classes lasting 26 weeks. 


or approx.: US$ or £ or HK$ 

(Л) tickets at 720.— OM each, 300.—192. —1930. — 
(U2) tickets at 360.— DM each, 150.— 96.— 965.— 
quarter (l/4) tickets at 180.— ОМ each, 75.— 48.— 483.— 


инин 


11.— 7o 65. 


the total amount of 


1 enclose my cheque in DM or the equivalent in US$ or Е. | ST 
The quoted US$, HK$ or £ equivalents are only a rough estimate. Forexactexchange ^. 


rates please ask your bank. 


Cheques should be made payable to: I. 


Kaiser, P.O.Box 3523, D-6200 Wiesbaden. If 


you pay by German cheque or DM bank draft made payable to a German bank, bank 


charges not applicable. 


in all other cases, especially when remitting in currencies other than DM, you will be 
credited with the equivalent received for your remittance. Cash (only bank notes) 


should be mailed by registered letter. 


Attention: Payments are also possible at the counter of Dresdner Bank AG, Hong 


Kong Branch, 4/F World-Wide House, 19, Des Voeux Road, Central, Hong Kong in 
HKS in tavour of my account, No. 300-007-00-004. Exchange rates will be quoted. 


at the counter. 


Г] {will make payment immediately after receipt of ticket(s) and your invoice. 


Please tick off whichever applicable. 
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Washington’s disclosures on weapons sales to 
Taiwan draw fresh broadsides from Peking 


By Robert Manning 

Washington: The haranguing given to 
senior United States Democratic Party 
congressmen by Chinese officials and the 
press during their recent visit to Peking 
underscores both the displeasure felt by 
China over Taiwan and other sticky bilat- 
eral issues, and a conscious playing to the 
Democrats who may be in power after the 
1984 election. 

In the midst of the US congressional de- 
legation’s tour, the English-language 
China Daily charged the US with “double- 
dealing” following the disclosure by 
Washington that it plans to increase arms 
sales to Taiwan to as much as US$800 mil- 
lion in fiscal 1983 and US$780 million in 


' 1984. While stopping short of formally ac- 


cusing the US of violating the August 17, 
1982, joint communique on arms supplies 
to Taiwan, the tone of Peking's rhetoric 
underscores the differences in interpreta- 
tion of the document and the fact that US- 
China relations have shown few signs of 
improvement since the visit to Peking in 
February by Secretary of State George 
Shultz. 

The US disclosure in mid-March on 
arms for Taiwan came quietly and without 


any elaboration in a routine report to con-, 


gress on projected US global military 


. sales. President Ronald Reagan’s admini- 


stration's rationale is that these are the 
upper limits of what Taiwan arms sales 
may be, essentially à "guesstimate," ac- 


-cording to Pentagon officials. The actual 


figure may be far below what was pre- 
sented to congress. More contentious as 
far as Peking is concerned is the US argu- 


"ment that these figures for Taiwan arms 


are in accordance with the August com- 
munique. That document commits the US 
“to reduce gradually its sale of arms to 


"Taiwan leading over a period of time to a 


final resolution." The US also pledged to 
limit the quality and quantity of arms to 


, Taiwan to the sales level reached in 1979, 


which was US$600 million. 

The US logic is that the figures pre- 
sented to congress are merely inflation- 
adjusted amounts. According to US offi- 
cials, if calculated in 1983 dollars, the 1979 
Taiwan arms sales figure would amount to 
US$830 million, which Washington claims 


is the outer limit. 


US Defence Department and State De- 
partment officials play down the signifi- 
cance of the figures. A Pentagon official 
told the REVIEW that actual arms de- 
liveries to Taiwan so far in fiscal 1983 
(roughly mid-year) have amounted to 
only US$166 million. The source added: 


“The figures are at best estimates; they are 


not policy, proposals or goals.” More- 
over, Pentagon sources say that there are 
only US$101 million in services and equip- 


44 


ment on offer to Taiwan. Delivery of 66 
F104 jets to Taiwan earlier this year 
amounted to about US$32 million, and 
the aircraft were aging fighters, hardly the 
sophisticated equipment on Taipei's list of 
wants. 

State Department officials also point 
out that the original projections for 1982 
were US$300 million, and eventual de- 
liveries were twice that amount. China 
analysts in the department emphasised 
that the US is firm in upholding the Au- 
gust communique — as it interprets the 
document. “Where in the August com- 
munique,” asks a State Department offi- 
cial rhetorically, “does it say we'll mea- 
sure arms to Taiwan in dollar amounts?” 


Another official said: “Our position is that 
the downward trend in arms to Taiwan 
will become apparent over time, and we 
are committed to it. That doesn’t neces- 
sarily mean this year or next, but over 
time.” 


W hen pressed, US officials explain that 
the dispute with China over Taiwan is 
not really about figures but, according to 
one official, “they would like a clearer way 
to judge adherence to the communique.” 
Officials say that Peking would like a firm 
commitment in dollar terms with a timeta- 
ble for reductions, but the Reagan admin- 
istration is against further negotiations on 
the Taiwan arms issue. 

When asked about the impact of the 
Taiwan arms issue, a State Department 
official told the REVIEW that “the Chinese 
haven't made all that much of it. They're 
making noises, but less shrill than ex- 
pected." 

Moreover, some US officials say they 
view the tone of Chinese statements in re- 
cent months as a sign that Taiwarris being 



















ite the amount of arms, 


t be viewed as a gesture to 


which migh 
Taipei, the quality of weaponry has cer- 


tainly begun to decrease since Reagan 
vetoed sales of the FX fighter last year. 
But any such separation in the Chinese 
view has been difficult to discern because 
of the continued diplomatic faux pas by 
Washington since the Shultz visit. Most 
dramatic was an interview Reagan gave to 
a rightwing weekly where he was quoted 
as saying the US “did not give an inch" in 
the communique. That led Peking to call 
on US Ambassador Arthur Hummel to re- 
gister a protest. 

Aside from Taiwan are what State De- 
partment officials call China's “litany of 
complaints,” such as the US failure to de- 
liver high-technology exports, the dispute 
over Chinese textile exports to the US, 
another dispute over Qing dynasty railway 
bonds and, probably the most pressing 
issue, the case of the defecting Chinese - 
tennis star, Hu Ма. 

The defection question dragged on for 
eight months, with Peking making a major 
issue of it, before the US Justice Depart- 
ment finally agreed to grant Hu asylum 
and consequently earned fresh Chinese 
wrath against the Reagan administration. 
There was unusual lobbying in the case, 
with State Department China specialists 
pressuring outside normal channels 
against her plea for asylum, while the 
Bureau of Human Rights within the de- 
partment arguing — successfully as it 
turned out — for asylum. 

With regard to the US$40 million 
railway bonds, over which US citizens 
have sued China in a US court, no decision 
is anticipated until after the visit of a US 
legal delegation to Peking in mid-April. 

Central to both issues is the separation 
of powers in the US Government, a con- 
cept alien to the Chinese political system. 
How they are resolved could be a telltale 
sign of the condition of US-China rela- 
tions, 

Still another outstanding issue, also in- 
volving Taiwan, is Peking’s request to join 
the Asian Development Bank (АРВ). 
The Reagan administration has come out 
in support of Peking’s membership, but is 
seeking to prevent the expulsion of 
Taiwan. A 1980 joint resolution of con- 
gress requires a review of US funding and 
participation in the bank if Taiwan is ex- 
pelled. US contributions to both the ADB 
and the Development Fund account for 
16.3% of the total capital. The US argu- 
ment for both Peking and Taipei being 
members is essentially that when Taiwan 
helped found the bank in 1966 it did not 
pose as the representative of the main- 
land. 

The affair is unlikely to result in 
Taiwan's expulsion and thus may add to 
the strains on US-China relations. 
Another signal of Chinese displeasure is 
that no date has been confirmed for the 
US visit of Premier Zhao Ziyang, and the 
status of a proposed visit to Peking by US 
Defence Secretary Caspar Weinberger 
is,Jaccording to a State Department offi- 
cial, “absolutely constipated.” [г] 
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Household appliances 15 written with a “2” 


Every single working day 16,000 domestic appliances roll off 
our production lines. 
Bound for kitchens anywhere in 111 countries. 
Because we are Europe's biggest manufacturer of domestic 
appliances ...and its most innovative. 
Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
To bring you technology you can really feel at home with. 
Because Z is for Zanussi. 


e‏ ق 
people working for people‏ 
Industrie Zanussi spa‏ 


P.O. Box n. 218 - 33170 Pordenone (Italy) 
Tel. (0434) 3941 - Telex 450363 - Cables: Zanussi spa Pordenone 


BIG TOP 
IS COMING. 
THE BIGGEST 
747 OF ALL. 


4 


The airline with the world’s most modern fleet 
takes another leap ahead with the introduction of 
BIG TOP — the biggest 747 of all. BIG TOP is a 
remarkable achievement in aviation technology. Never 
before has a commercial aircraft been so large nor its 
engines so powerful. But to you, the passenger, BIG TOP 
means something closer to your heart: more room, more comfort 





On BIG TOP you'll find more of just about everything. 
More restrooms, more movie areas, more galleys. And more 
gentle hostesses to give you the kind of inflight service that 
even other airlines talk about. Starting 5 May, you can 
enjoy regular BIG TOP 747 services between Asia 

ithe USA. Fly our exclusive BIG TOP soon. 

And sit on top of the world. S/NWGAPORE AIRLINES 


The upstairs deck, designed expressly for business class 


passengers, is almost twice the size of normal 747s. W 
exclusive window or aisle seating. Downstairs, the 

cabin is one of the most spacious in the world, and every 

seat is a fully reclining snoozzzer. There's also extra room to 
relax in economy class, with more generous legroom between 
specially contoured seats. 





First class. 

International Treasury Management, Ltd. 

We are brand-new. But we have years of experience providing 
first-class global financial services. 

ITM Ltd. is a joint venture of The Hongkong and Shanghai 
Banking Corporation and Marine Midland Bank. We are here to 
help you manage your international financial exposures with broader 
and more in-depth services. 

‘To meet your world-wide requirements, only ITM Ltd. has 
coordinated and fully integrated offices operating in New York, 
London, Singapore, and Hong Kong— the world's money centers. 

Our wider spectrum of information, advisory and transaction 
services, is tailored to the financial needs of international corporations 
and institutions. Our global services are designed for maximum 
flexibility to meet individual needs. So when financial challenges 
surface, you are provided with the appropriate solutions. 

An integral part of our services is our flexible computer software 
programs on 24-hour access via a satellite network. These data ser- 
vices encompass: foreign exchange rate forecasts and analysis for 21 
currencies; market reports with interpretations, updated six times a 
day from the major markets; and analysis of your foreign exchange 
contract portfolio. 

We are an organization with ideas. We offer corporate advisory 
and consulting services that specialize in exposure management, 
treasury systems development, training, and tactical/strategic 
hedging advice. 

Our innovative transaction techniques give you superior capa- 
bilities in long-term debt conversion, assessment, guarantees, 
and swaps. 

Because two leading financial institutions have combined as 
never before, you now can have a complete grasp of immediate 
economic and financial developments throughout the world. 

Our offices may be reached at the following telephone numbers: 
New York, (212) 440-5690; London, (01) 638-9411; Singapore, 
2240-333; Hong Kong, (5) 256145. 

International 
Treasury Management, Ltd. 
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Shrines — апа а mosque — on the Ganga: а city of gods. 





RELIGION 


New light on the city of light 


Banaras, City of Light by Diana L. Eck. 
Routledge and Kegan Paul. £14.95 
(US$22). 


THE title may be misleading; giving the 
impression that this is a travelogue of 
the “sun-sinking-slowly-over-the-Ganga” 
variety. But it is far from that. The City of 
Light in the title refers to the original 
name of Banaras (Benares or Varanasi), 
which is Kashi. 

Kashi means literally the city of light. 
But it is not a literal light — it is the light of 
the soul. For this to Hindus is the holiest 
city in the world. It was founded by gods, 
inhabited by gods. It is the city where all 
good Hindus wish to die — for to die there 
is to be assured of no further rebirth but of 
direct entry into paradise. 

To the European visitor, Banaras 
comes almost as a physical shock. Enter- 
ing the city from the Cantonment, where 
the tourist hotels are, one is hit im- 
mediately by the crowds, the noise, the 
alienness of it all. The greasy smoke rising 
from the burning ghats on the banks of the 
river, the ashes floating on the water are 
immediately repulsive to Western sen- 
sibilities. Even such places as Calcutta 
seem comfortably familiar to a European 
compared to Banaras. 

But to a Hindu, the city is quite literally 
home. The gods of India, with their 
human failings and foibles, are much 
closer to the average Hindu than is the all- 
powerful but unknowable God to the 
average European Christian. And it is 
Eck's gift to be able to introduce these 
friendly gods to a Westerner. 

An associate professor of Hindu reli- 
gion at Harvard, with a clutch of academic 
honours in the field of comparative reli- 
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gion, Eck takes the view that it is impossi- 
ble to discuss the city without discussing its 
original inhabitants — the gods. And 
though the more the average Westerner 
reads about the Hindu gods the more con- 
fused he becomes, she brings them to life 
in a remarkably vivid way, aided by 
dozens of excellent photographs (one as- 
sumes her own). 

And happily, she also gives a passing 
nod to that other deity who dwelt in the 
city of light, the Buddha, who preached 
his first sermon at the Deer Park in Sar- 
nath, just outside Banaras, today one of 
the most tranquil spots on earth. 

This book is a work of scholarship, but it 
also seems to be a labour of love. Eck's en- 
thusiasm and sympathy with her subject 
— enlivened by a delicate sense of humour 
— communicate themselves to the reader 
so well that even a layman does not be- 
come bored (except very occasionally, for 
example, during her long tour of the ghats 
— there are an awful lot of ghats). 

One anecdote which perhaps sums up 
the book as well as the subject is of the 
priest at the temple of Madhyameshvara, 
right at the centre of the city, who was tell- 
ing the author how old his temple was. It 
dated back to the days, he said, before the 
Ganga river fell from heaven to earth, 
when present-day Banaras was a wood- 
land known as the Forest of Bliss, and pil- 
grims walked to the temple along a foot- 
path through the forest — from the sta- 
tion! 

When she asked whether the station 
was indeed there before the Ganga fell 
from heaven to earth, he took it as an ap- 
parent slur on the Indian railway system 
and retorted that of course it was the old- 
est station in the city. — M. MacL 


. SOCIOLOGY 


Unrevised 
edition 


Women and Child Care in China 
Ruth Sidel. Penguin. £2.95 (US$4.35). 


THIS short book based on the author's in- 
terviews in China has enjoyed consider- 
able popularity despite its somewhat criti- 


cal approach. In her introduction to the 
revised edition, she calls attention to - 


things that have changed in Chinese socie- 
ty since the death of Mao Zedong. 
Nonetheless the text is little more than the 
reproduction of propagandistic state- 
ments made by Chinese women who in 
1971 were far from being able to speak 
their minds, but simply followed the offi- 
cial line. 

This is described as a revised edition, 
but in revising the book, Sidel has not 
adequately researched new aspects of the 
subject which have been widely docu- 
mented in the post-Mao media — infan- 
ticide of girl babies, enforced abortion 
even at advanced stages of pregnancy, the 
one-child-only policy, sale of women into 
enforced marriage or concubinage, rape 
and the ruinous implications of the pre- 
sent rate of population growth. Nor does 
she seem to have read the already quite 
voluminous: material on love, marriage, 
sex and contradictions with other social 
roles, which have appeared in the Chinese 
press. The photographs (by the author's 
husband) are very poor indeed. — p.p. 


HISTORY 


Getting back 
to the basics 


China Without Mao by Immanuel C. Y. 
Hsu. Oxford University Press, Hong- 
kong. HK$50 (US$7.50). 


THIS brisk and workmanlike account of 
Chinese history since the death of Mao 
Zedong can be recommended as basic 
reading and reference material on the sub- 
ject. The author, professor of history at 
the University of California in Santa Bar- 
bara, clearly approves of the reforms in- 
itiated by Deng Xiaoping and his follow- 
ers. The book includes a realistic chapter 
on the Taiwan problem and concludes that 
"the genius of the Chinese people will find 
a way to make China one again." How- 
ever, it is hard to see how a discussion of 
the Chinese economy and China's reunifi- 
cation can fail to mention the Hongkong 
problem. And what about the so-called re- 
sponsibility systems? One would also have 
liked to see sources for the quotations as- 
cribed to Jiang Qing, Mao's widow, at the 
trial of the Gang of Four. —D.B. 
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sr the devaluation will prove 


be seen. It is equally 
Whether Tunaway in- 
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marked deterioration of Indo- 
nce- of-payments position on. 


f global recession and the oil glut 
eady noticeable by early 1982. 


been repeated devaluation | 


in thé past year but each time 
а resisted, on the grounds that gains 


р (of which Indonesia is a 
mber) cut oil prices by US$5 in March, 
ual impossibility of financing In- 


esia’s widened current-account deficit 


coming year became obvious. 


tthe outgoing cabinet would not (аке ` 


ial decision, which was delayed 

he first plenary session of the newly 

d cabinet on March 30, a day before 
start of the long Easter weekend. In 
last few weeks of March there was a 

c rush to convert rupiahsinto US dol- 

‚ In the absence of foreign-exchange 

; ntrols, US dollars moved from Bank In- 
іа, the central bank, through the 

tip network to clients, thus causing a 
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p in official reserves, Conversely any | 
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s rupiahs remaining in 
ded to be concentrated | 


S tightened the rupiah supply in the 
arket: prime. borrowers were. being 
harged more than 20% interest and 

one time, inter-bank rates climbed 
ve 30% — very high by Indonesian 
dards. Some policy statement. from 


Following the ‘devaluation announce- 
ient, Ali Wardhana, who replaced Wid- 
j  Nitisastro as Econc mic Coordinating 


the rupiah to ma ; | 
given that its inflation rate had been 
than those of its tradinj 
‘petitors. 
Figures cited by. Ww 
that on the basis of rel 


Jakarta should devalue by some 23% to 
maintain its trade equilibrium with the 
United States:as at the end of 1978, and by 
almost double that rate against the yen and 
the Deutschemark. In fact, the devaluation 
against the US dollar has been considera- 
bly larger. — suggesting some margin of 
safety. 

But Indonesia did not devalue even 
while many other countries faced with 
balance-of-payments .. difficulties. pro- 
ceeded to do so. As a result, the rupiah 
grew stronger against most major curren- 
cies, including the yen, Deutschemark, 
sterling and the Dutch guilder, between 
the end of 1978 and the end of 1982. But 
against the US dollar, it slid from Rps 634 
to Rps 692 Аш the same period, War- 
dhana said. 


М> point was that Indonesia’s 


exports were being hit and its imports 
encouraged not just by the strong rupíah but 
also by relatively high domestic inflation. 
He did not say why Jakarta had not taken 
measures sooner to maintain the interna- 
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Indonesia's devaluation of the rupiah from 


:202.5 to 970 against the US dollar repre- 


sents а 27.6% devaluation in terms of the 
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днн however, that the oil 


cut was a decisive factor in forcing the de- 

valuation decision, which suggests that 

financing the expected huge current-ac- : 
count deficit in fiscal 1983-84 (which has 

just begun) has become the most im- 

mediate preoccupation of the policymak: 

ers. 

The budgeted current-account deficit 
for fiscal 1983-84, according to the govern-.. 
ment, was to be US$6.2 billion. This: 
amount plus US$1.1 billion in loan repay- 


` ments due in the fiscal year was to be fi- 


nanced through official borrowings of. 
US$4.9 billion, “other capital flows" (not- 
ably direct investment and trade credit) of. 
US$900 million an pletion of reserves 
of US$1.5 billion. 

The US$5 drop : е il price would 
have widened the current-account deficit 
by. at least-US$2. billion. Neither Ward- 
hana nor the new Bank Indonesia gover- 
irector of the 
bank who replaced Rachmat Salleh (who 
in turn took over the trade portfolio in the 
recent cabinet reshuffle) offered a precise 
estimate, but clearly they decided that 
continuation of past policies — depleting 
accumulated reserves and borrowing com- 
mercially — was no longer sufficient to 
meet the contingency. 

Wardhana explained that in the year to 


“March 1982 — the first year in which the 


world oil market softened — Indonesia de- 
pleted its official. US dollar reserves by 


about US$1 billion, from US$7.34 billion 


to US$6.35 billion. But by March 10 this 
year, the reserves were down to US$3.35 
billion — an alarming loss. 

A. recently raised balance-of-payments 
loan of US$1 billion will be added to these 
remaining reserves, but even so Jakarta 
cannot keep on reducing the size of official 
reserves. With a relatively weak economy 
maintaining, largely by default, a converti- 
ble currency, Indonesia needs a relatively 
high level of official réserves because of. 
the full convertibility of the rupiah and In- 
donesians' ready access to US dollars. 

Borrowing. will. also become. progres 
sively ‘more. difficult, according . 
Wardhana. Indonesia’s debt-service йо 
is quickly reaching 20% (a level where 


| multilateral agencies such as the Interna- 


Попа]. . Monetary 


Wardhana. Although there are plenty of 


other. countries ee much. higher rates, 





oil-dollar sources of funds are drying up. 
Meanwhile, Indonesia is believed to be 
about to borrow between US$500 million 
and US$1 billion from the IMF and is hop- 
ing to raise a similar amount from Saudi 
Arabia. Je 

According to Arifin Siregar, the govern- 
ment's post-devaluation estimate for the 
current-account deficit for 1983-84 stands 
at slightly less than US$6.2 billion. This 
figure, as well as the original budget esti- 
mate (before the oil-price drop) are consi- 
dered on the low side by most independent 
observers. But there is general agreement 
that by devaluing the rupiah, the govern- 
ment has more or less compensated for the 
negative effect of the oil-price drop on the 
current account. 

The devaluation will also allow the gov- 
ernment to go on with most programmes 
set down in the 1983-84 budget, provided 
that inflation does not catch up with the 
currency adjustment too quickly. A rough 
calculation suggests that the government's 
oil-tax revenue, which still accounts for 
more than 60% of domestic revenue (and 
which would have fallen by some Rps 1.5 
trillion after the oil-price cut but before 
devaluation) will in fact exceed the origi- 
nally budgeted Rps 8.8 trillion by about 
Rps | trillion after devaluation, assuming 
oil exports remain constant. Most of this 
increment should be offset by the inflated 
rupiah requirement to service external 
debt. 

Project aid received by the government 
in foreign currency, which is included in 
the budget, will be boosted by 38.1% — 
the internal effect of the devaluation. 
However, this will not have substantial ef- 
fects on budget implementation since most 
of the aid funds will go to financing imports 
of equipment, inputs and services. There 
is concern that the devaluation has too eas- 
ily relieved the pressure for fiscal auster- 
ity, from which the country as a whole 
would benefit. 

There are suggestions that the new ex- 
change rate was chosen so that the govern- 
ment would not have to face the politically 
difficult task of choosing projects to axe. 
The new Finance Minister Radius Pra- 
wiro said, however, there would be a more 
stringent re-ordering of projects according 
to welfare priorities. 


B: logic argues that the government 
will have gone for a sufficiently large de- 
valuation to avoid a further one in the 
event that oil prices tumble further. 
Jakarta is hoping, too, that Indonesian 
products will ride on the first wave of any 
global economic recovery. A relatively 
deep devaluation will encourage this. The 
need to ease the plight of non-oil and non- 
gas exporters, who live outside the rela- 
tively wealthy island of Java, was also ur- 
gent. Devaluation is not likely to boost ex- 
ports quantitatively for the time being but 
it will at least inflate these exporters' 
rupiah incomes. 

The big question is whether the govern- 
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ment can contain inflation, which will in- 
evitably be fuelled by the substantial de- 
valuation. The last devaluation, in Nov- 
ember 1978, in which the rupiah dropped 
from Rps 415 to Rps 625 to the US dollar 
(by 33.3%) was quickly followed by a 
marked rise in inflation, despite the gov- 
ernment's | strong  counter-measures. 
Jakarta introduced price controls, main- 
tained a tight credit policy and even im- 
posed export restrictions to prevent 
domestic shortages and price increases. 
Inflation during this period was not en- 
tirely due to devaluation. It was exacer- 
bated by the unexpectedly rapid rise in 
world oil prices which boosted Indonesia's 
export revenues and foreign-exchange re- 
serves. In the 12 months to September 
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Wardhana; oil refining: exports hit. 







1979, consumer-price inflation rose to 
30% — from the 10% registered in the first 
10 months of 1978— thus dissipating many 
of the gains made by the devaluation 
within a year. Nevertheless, the 1978 de- 
valuation is thought to have brought about 
significant increases in exports of manu- 
factured goods such as textiles, clothing 
and electrical products. 

The situation now is different. Reces- 
sion at home and abroad is likely to work 
as a damper on inflation here. But at least 
for a while, capital which fled Indonesia 
should return — a factor which will boost 
the rupiah supply in the market. In the ab- 
sence of speculation against the rupiah, 
Bank Indonesia may wish to ease credit 
somewhat to encourage businessmen, as 
has been advocated by some experts, but 
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‘dle- and lower-income groups. 5 
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i Ad 
this could simply stimulate imports i 
fuel inflation. 

Prices in Jakarta, notably in the super- 
markets catering to expatriates and the — 
higher-income groups, were quick to rise, _ 
by up to almost the full amount of the de- ~ 
valuation. But the average consumer in In- _ 
donesia is assumed to spend 70-80% of his. — 
income on food, housing and clothing, the 
rupiah costs of which should in theory be 
less sensitive to the devaluation. Experts _ 
say that, with luck, Indonesia may be able _ 
to keep devaluation-induced rises in the _ 
general consumer-inflation rate withii 
10%, for a total inflation rate of less than А 
20% during 1983-84. & 


т government has already assured the _ 
public that prices of major goods and _ 
services, such as rice, sugar, flour, fuel, - 
power and transport, will be maintained al | 
stable rates. The national logistics board, — 
Bulog, has indicated that it has 1.2 million — 
tonnes of rice in stock to control market _ 
prices and will import more in the near fu- 
ture. State oil company Pertamina now 
has a record stock of 2.2 million kilolitres — 
which is sufficient to flood the market _ 
should the need arise, according to offi- x 
cials. : 34 
But in an economy which is oddly de- 
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void of foreign-exchange controls, and is 
thus overly conscious of the reduced value — | 
of the rupiah against other currencies, — 
price increases ostensibly induced by de- — 
valuation can occur in unlikely places for — | 
unlikely products. Thus price controls тау _ X 
become necessary again. Ironically, too, 
the government may decide that it must — 
once again raise outlays for subsidies to 
ensure the availability and price stability — 
of essential goods consumed by the mid- — 
Cutting subsidies has been a long-term 
goal and it was implemented vigorously —— 
when difficult times began for Indonesia. · 4 
The slump has continued to cause suffer- 
ingsothatthegovernmentmustnowdoits 
best to avoid serious inflation, even if it — 
means a reversal of its subsidies’ policy. 
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A syndication in Seoul 


Bank of America and 17 South Korean partners set up 
the country’s first joint-venture commercial bank 


By Reginald Child 

Seoul: The KorAm Bank officially 
opened for business on March 16 as South 
Korea's first joint-venture commercial 
bank. It has an initial capital of Won 30 
billion (US$40 million), of which 49.9% 
has been subscribed by Bank of America 
and 50.1% by a consortium of 17 South 
Korean businesses. Of the local partners, 
Daewoo Corp. holds 9% and Samsung 
Co., through subsidiaries, and Daehan 
Electric Wire 7% each. Other smaller 
shareholders include: Sammisa Co., Jinro 
Ltd, Pacific Chemical Industrial, Hon- 
chang Textiles and Dongil Textiles. 

The bank's formation followed pro- 
tracted negotiations, particularly over the 
extent of Bank of America's interest and 
management control. As a preparatory 
step, local groups established Hanmie Fi- 
nancial Corp. in June 1981 under 
guidelines announced earlier that year by 
the Ministry of Finance; this consortium 
was used later as a forum to represent 
local interests in the then planned joint 
venture with Bank of America. Agree- 
ment was reached last July on setting up 
the bank and the country's monetary 
board approved it in early March. In addi- 
tion to its main office, now with a staff of 
160, it plans to establish three branches in 
Seoul this year. 

KorAm's president is a Korean, Kim 
Mahn Je, former head of the Korea De- 
velopment Institute, the government- 
financed economic think-tank. Charles 
Yirchott of Bank of America is executive 
vice-president and vice-chairman. Man- 
agement control will be in the hands of the 
American bank for the first three years. 

KorAm is offering a full range of com- 
mercial banking services with some em- 
phasis on foreign exchange and interna- 
tional facilities. However, its anticipated 
strengths will be in its ability to offer ad- 
vanced banking products and services and 
its use of more commercially sophisticated 
banking management, drawing on the ex- 
perience of the American partner — the 
world's foremost bank. 

Indeed, the government's decision to 
authorise such a venture comes amid 
other moves designed to open up and im- 
prove the quality of the banking and finan- 
cial sector, deficiencies in which were 
highlighted by last year's kerb-market 
scandal (REVIEW, May 21, '82). 

A programme to hand over manage- 
ment control of all five of South Korea's 
long-established nationwide commercial 
banks from the government to the private 
sector has recently been completed. The 
banks are being encouraged to offer more 
outlets and a greater variety of services, 
becoming more universal in character. 
The Finance Ministry has stopped prior 
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approval of managerial appointments and 
now requires only reports from banks. 
Supervision now means setting up 
guidelines on such areas as capital-to- 
lending ratios and liquidity requirements, 
a move away from direct control. 
Additionally, conditions for new entry, 
particularly for institutions to go into the 
secondary market, have been eased in an 
effort to encourage funds from the unoffi- 
cial kerb market. Interest-rate determina- 
tion is in stages to be left to market forces 
and, in time, government direction of 
bank lending, through the system of “pol- 
icy financing” — loans directed to indus- 


inance Ministry: а. more relaxed brief 


tries and economic sectors designated by 
the government as strategic — is planned 
to be phased out. One distinct advantage 
KorAm will have over its competitors is 
that it is not burdened by a past legacy 
from such a regulative framework. 


Hover KorAm is not the only recent 
arrival on the commercial-banking 
scene that may draw from earlier exposure 
to foreign banking practice. In July 1982 
Shinhan Bank opened for business as the 
sixth nationwide commercial bank. 
(KorAm is the seventh.) Shinhan's initial 
share capital of Won 25 billion was paid in 
by 25 private businessmen who are all Ko- 
reans but who operate in Japan. The 
board chairman, Lee Heui Geon, is also 
president of the Jaeil Investment Finance 
Corp., a financial institution established 
by Korean entrepreneurs in Japan. 
Shinhan Bank, with a staff of some 300, 


has already set up 10 branches, of which 
two are in cities outside Seoul. Plans are to 
open 12 more this year. As might be ex- 
pected, the bank's operations registered a 
deficit, of Won 956 million, for the first 
five months but significantly, deposits ac- 
quired, of Won 106 billion, well surpassed 
those gained in the whole of 1982 by one of 
the older domestic nationwide banks. 

Further new entrants to the commer- 
cial-banking network are possible, but it is 
believed the government will watch the 
performance of KorAm over the next two 
to three years before approving any 
further joint venture. One expected ven- 
ture, involving a Middle East banking in- 
terest, failed to materialise. 

Although KorAm is the first joint-ven- 
ture commercial bank, there have been six 
merchant banks formed as 50:50 joint ven- 
tures between South Korean and foreign 
institutions under a law enacted in 1975. 
They offer a range of banking services 
such as corporate bond and security deal- 
ing, leasing and foreign-currency lending, 
but short-term financing has dominated 





their activities, partly reflecting the rela- 
tively underdeveloped markets for tradi- 
tional merchant-banking activities. 
Besides its participation in KorAm, 
Bank of America operates two foreign 
bank branches in South Korea — one in 
Seoul, established in 1967, and the other 
in Pusan, licensed in 1977 — indicating 
perhaps that prospects for the new joint 
venture look promising. Although the two 
branches' combined net earnings of Won 
3.71 billion in 1982 were down by 2596 
from 1981, partly reflecting a reversal in 
the differential between international and 
domestic interest rates, the performance 
compares with the 50% cut in the earnings 
of the five major local nationwide com- 
mercial banks in the same period. As a 
ratio of the branches' basic operating 
funds, arguably the nearest equivalent to 
paid-in capital, the earnings represented a 
return of 2.5 times. [Г] 
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Grindlays i in 1982 


Ф Capital resources increased by 50% to over £290 million 


@ Operating earnings for 1982, before substantially higher debt provisions 
and tax, were £55 million (1981 £40.3 million) 


@ Net profit for 1982 (including special transactions) was £22.7 million 
(1981 £10.3 million) 


@ Treasury business achieved excellent results in all sectors 
@ India has again been an important source of earnings for the Group 


@ Our Personal Banking activities in London and around the world have had 
another successful year 


Grind 
Li d 


Head Office: 23 Fenchurch Street, London ЕСЗР 3ED. 
Tel: 01-626 0545. Telex: 885043/6 GRNDLY G. 


Grindlays Bank branches or offices in— Australia - Austria - Bahamas - Bahrain - Bangladesh - Brazil: Canada - Colombia ` England - France Germany - Ghana ` 
Greece: Hong Kong - India - Indonesia - Iran : Japan- Jersey : Jordan- Kenya - Republic of Korea · Malaysia: Mexico - Monaco · Oman · Pakistan · Qatar 
Scotland - Singapore - Spain - Sri Lanka- Switzerland - Taiwan - Uganda - United Arab Emirates - United States of America · Zaire- Zambia Zimbabwe 





ә Kota Kinabalu: One thing the govern- 
ment of the East Malaysian state of Sabah 

. could never be accused of is modesty. 
“The achievements of the Berjaya [Party] 
in accelerating socio- 


| government 
.. economic development and in raising liv- 


ng standards and the quality of life of the 
people of Sabah in the shortest possible 


| time can have few parallels anywhere,” 


sa ys a publication from the office of Chief 

Minister Datuk Harris Salleh. The gov- 

ernment does indeed have a lot to boast 
about. 

... Sabah's balance of trade, for example, 

been in massive surplus every year 

nce Harris' Berjaya Party took office in 

976. The inflation rate has been cut from 

— double digits to just 4%. Registered un- 


employment stands at only 2% of the 


workforce, and tens of thousands of im- 
migrants from Indonesia and the Philip- 
pines have flooded in, hoping to share in 


| _ the state’s wealth. For with only 7.5% of 


Malaysia's total population, Sabah pro- 


T duces nearly a quarter of the country's 


crude oil, more than a third of its log out- 
put and all its copper. 

. The signs of spreading prosperity are 

` everywhere, in the towns as well as the 

‘tural areas. One in 16 of the population 

now has a radio, and one in 15 owns a TV 

_ set. One in 12 has bought a car, and traffic 

| jams daily clog the roads of the capital, 


|: Kota Kinabalu, as commuters make their 


: 


. But looking beyond the evident con- 
'sumer-goods boom, it becomes very clear 
that Sabah's basic economic structure has 

- changed little in recent years. It remains a 

_ fragile economy, still highly dependent on 
overseas demand for a small number of 

. raw commodities. Foreign labour, foreign 

_ expertise and foreign imports dominate 

the system, and now, as an ambitious, cap- 

_ ital-intensive industrialisation plan gets 
under way, foreign borrowings, too, are 


` beginning to play a major role. 


Much of the apparent economic pro- 
gress for which Berjaya claims credit can 
be traced to the development of two new 
extractive industries, copper and crude 
oil, both of which came on stream in 1975, 
before the party's landslide election vic- 
tory. While the two minerals obviously 
make a substantial impact on the state's 
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national income figures, their only real 
contribution to the economy comes in the 
form of limited royalties rather than any 
major industrial spin-off. Petroleum deve- 
lopment is actually a federal preserve. 
These and other primary commodities 
— mainly timber in log, rather than pro- 
cessed, form — make up 49% of Sabah’s 
gross domestic product, compared to 28% 
for Malaysia as a whole. They also make 
up nearly 90% of the state’s export re- 
venues. One single market, Japan, takes 
70% of all the logs sold, and 44% of total 
exports. A gauge of Sabah’s overall de- 


Harris: reason to boast. 


pendence on external demand is the fact 
that foreign trade exceeds the state’s GDP 
by a factor of nearly 3:2. Even the govern- 
ment recognises the structural problem. 
"The continued dependence on these 
commodities will surely bring about the 
eventual stagnation of the economy, if not 
its regression,” John Maluda, head of the 
Sabah Department of Industrial Develop- 
ment, told a recent conference. 


Т regression which Maluda fears may 
already be happening. In 1980, the 
latest year monitored, the state’s real GDP 


-actually fell by 0.9%. Much of the downturn 


can be accounted for by a temporary cut- 
back in timber and crude-oil production. 
But with Sabah's population growing from 
653,000 at the time of the 1970 census to 
1.002 million 10 years later, the effect on 
per capita incomes has been striking. 
Sabah's per capita GDP, M$1,800 
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's impressive growth is heavily dependent on diminishing resources 


fragile prosperity 


` By Jeffrey Segal 





(US$780.9) in 1980, grew 4295 over the 
decade, which compared badly with a 
growth rate of 57% for the whole nation. 
The average Sabah citizen had been the 
second most prosperous among all the 13 
states in 1971, behind only those of Selan- 
gor (including the federal capital, Kuala 
Lumpur). By 1980 he was placed fourth. 

And the state's wealth is still unequally 
distributed. The most. recent statistics, 
dating back to 1976, show the incidence of 
poverty in Sabah as 51.2%, against 37.7% 
for the whole country. In the rural areas, 
58.6% of the people fall below the poverty 
line, according to a federal datum based 
on cash income. Analysts say that could be 
an underestimate, since the cost of living 
in Sabah is generally felt to be about a fifth 
higher than in Peninsular Malaysia. 

A more accurate, estimate of current 
poverty levels is impossible to obtain, 
though the situation may well have worse- 
ned in 1982. Many rural people depend for 
a large slice of their cash income on a 
hand-out from the Sabah Foundation, a 
unit under the chief minister's depart- 
ment. In 1981, this payment reached a 
high of M$150, but last year it was zero. 
Poor world timber demand is blamed. 

The rural districts obviously bear the 
brunt of poverty in Sabah, with paddy far- 
mers, rubber smallholders, fishermen and 
the remaining shifting cultivators hardest 
hit. Going by ethnic groups, the Muruts, 
centred on the Tenom area, are the worst 
Off, with a 74.4% poverty rate, followed 
by the Bajaus of the Kota Belud region, 
with 72.9%. 

Malnutrition is still noticeable in some 
parts, particularly in the mountains, 
where the diet is starchy. The infant mor- 
tality rate showed big improvements in the 
early 1970s, but has not changed since 
then. Two-thirds of the entire population 
is still without piped water, and the ratio 
of hospital beds and doctors to the popula- 
tion actually fell between 1970-80. 

Not surprisingly, then, migration to the 
towns is heavy. The population of the five 
biggest urban districts increased three 
times as rapidly as that of the rest of the 
state over the 1970s, and the number of il- 
legal squatters on government land grew. 
Maluda says that the urban areas, too, are 
beginning to experience socio-economic 
problems. He says there is "apparently 
serious unemployment" among urban 
school-leavers, despite the impressive of- 
ficial statistics on joblessness. 

If the economic situation in Sabah has. 
indeed worsened in the past year, it is 
primarily because of the recession in the 
industrialised countries. In the first 11 
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Softwoods joint 
Sabah Foundati 


: concession area has been reduced to: an- 
À 80-year cycle, meaning it can now cut 
ports — palm oil, rubber, cocoa beans, | 1.125% of its forest every year. In fact in 
copra, palm kernel and coconut oil — fell | its first years of operations, ending 1981, 
by between 16-26%. Only sawlogs showed | nearly 18% had come down. 
an improvement, rising by 16% in Secondly, the government. last Sep- the end of 4981, ош of 
January-November. Since then, though, | tember imposed a cess of M$18 a cu. m. of | 60,000 һа. ` 
log prices have again fallen back. sawn timber exported. Sawn timber had The fourth project.is run 
et at the same time Sabah's trade | been supposed to take up where reduced | self, and after four years of pl 
~~ surplus soared, from 501 million in the | log exports left off, though by 1981 it only | covers 15,000 ha. Safoda has two 
. first 11 months 9 1$2.25 billi accounted for 676,000 of the 11.97 million | planting schemes, both drawr 
a whole, the ba- | cu. ms of timber produced in the state. | rural welfare as a prime object 
ertain to be in the | The government had already put a freeze | first, people in the Kota Belu 
margin than the | on sawmill licensing. More than 200 saw- | Marudu: areas in the north 
st by the state govern- | mills had been set up by 1981, of which a | are hired, through their village. 
ts November budget. | third are out of operation. Industry | as “planting contractors," They г 
sources say the new cess will only reduce | wages for tending the new trees, 
not, as Datuk | demand for sawn timber still further. planted on areas largely reduced. to T 
oor, the state's The current increase in the logging rate | by shifting cultivation methods. | 
brings forward the date when Sabah’s Safoda's second type of scheme 
tropical forest will be totally exhausted. | scale settlement project, which cà 
harp re Already the centre of activity has shifted | ri 
in psc: les a d | from Sandakan, in the south, to Keningau 
oil биг biggest i in the north, as the southern forests have 
but more to a rapi become logged-out. The acting general 
tation rate pre manager of the Sabah d Develop- 
ment Author (Safoda), M. P 6066, 


prices of all the 
ural commodity ex- 




















































































| ost 1 these natural re- 
sources are cr hardwood logs, 
which each accou fo 38% of total ex- 
port earnings. 




























88,000 barrels ; Sabah's crude 
oil output — all of from offshore fields Exports 

and all of it exported —declinedineachof || Timber (logs) | 

the following three years as part of the fed- . Crudeoil 

eral government's national depletion po- | | Sawa mber 

licy. The federal oil corporation, Pet- .Copperconcentrates 

ronas, controls all Sabah's petroleum re- Cocoa beans 

sources under production-sharing agree- = Other 

ments with Sabah Shell and Esso. The Imports | | 

state receives only a royalty of 5% of the . Machinery & anspor equipment 











gross value of each barrel. Last year, 
though, the depletion policy wasreversed, || < 
and in the first 11 months crude-oil pro- Surplus 
duction rose from 50,000 b/d to 74,000 b/d. | | Source: Statistics Dept., Sabah. 

Hardwood-log exports, which «co 
under direct state contról, have also 
creased sharply, again back-tracking on 
declared policy. The state government an- 
nounced proudly in January 1977 that log 
exports would be reduced by 5095 in 
stages between 1976 and 1982 to stem the 
destruction of Sabah's natural forest, a re- 
Source that takes upwards of 80 years to 
replace. 

-Initially non-conifer exports continued 
to edge up, from the 1976 level of 12.06 
million cu. ms to a peak of 12.39 million 
cu. ms two years later. Then they began to 
drop, to 9.72 million cu. ms in 1979 and 
8.21 million cu. ms in 1980. The target 
seemed achieveable. In 1981, though, log 
export volumes crept back up to 8.7 mil- 
lion cu. ms and last year, according to the 
financial planning minister, they were due 
to reach 10.44 million cu. ms. The govern- 
ment says this is a result of increased fel- 
_ ling to make way for agricultural schemes, 
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“quotes varying ii fires on depletion, the with water and сейл. апа 
worst of which show that the area of undis- | оѓ fully developed forest piant 
turbed high forest land in Sabah fell from 
‘40,400 sq. kms іп 1973 — 55% of the total 
land area — to just 18,100 sq. kms seven 
years later. Udarbe told the REVIEW: “By 
1986 there will be a sudden drop in timber | eventually cater for about 2 
production simply because of the areas | and already about 4,000 in 
being depleted.” ‘employed on Safoda's contract 
Some of the drop will be compensated | schemes. Other agricultural age nc 
for by increasing production from the | been nowhere near as successfu 
state's new softwood plantations. ||. Government schem 
Softwood output is forecast to reach 1.45 | families in them, and cooper: 
million cu. ms in 1990 and 7 million cu. ms | 5,500 individuals at the end of 1980 
-20 years from. now. There are four main annual intakes have been falling. . 
projects for growing softwoods, which 
mature in anything from seven up to. 12 art of the problem is poor living coi 
years. tions for settlers on the stateschemes 
Two of the projects are mothballed. 2 problem compounded by weak manag 
One is a joint venture between the Sabah | ment. Management of the biggest set 
Foundation and the Weyerhauser Co., | ment agency, the Sabah Land 
covering 15,000 ha., and the other isa gov- ment Board ы hadt 
"but two other measures make it look more | ‘ernment scheme to plant 60,000 ha. to 
like a distinct policy switch. feed a pulp-and-paper complex at 
In the fi place, the Sabah Founda- Sipitang, which is now almost certainly 
i r le | cancelled. third project, the Sabah 


































































vestments are in viene 
motor. assembly, paint p 
building, flour and feed 
‘making and cement production 
But out of Sedco's 17 operating sub- 
sidiaries and associates, only three — the 
cement works, one of the brick factories 
and'a trading company — have a profit- 
able record. The paint plant and the flour- 
and-feed mill should be in the black this 
year. Another enterprise, the. vehicle 
plant, was formerly profitable but has slip- 
DB’ s actotiülited debts had reached | workforce in the logging sector, 64% in | ped back into deficit. | 
421 million by last November. The fed- | wood-based industries and up to 90% in | , With so few profitable enterprises i 
government has recommended that | oil-palm and cocoa plantations, a recent | among so many state agencies in agricul- 
1 Federal Land. Development Au- | report from the chief minister's depart- | ture and industry, the government's fi- 
ity take over the SLDB. ment said. The immigrants, often illegal, | nances have inevitably suffered. Add'to _ 
[he SLDB situation mirrors other prob- | breed prejudice among native Sabahans, | that falls since 1980 in royalties · 
lems among state agencies in the agricul- | while. the continuing labour shortage | timber, crude oil and copper — th 
ural sector. The Sabah Padi Board had to | pushes up manual wages to levels twice as | €rnment's financial mainstays — ап 
t down two years ago because of | high as in other parts of the country. books begin to look unbalanced. Despite 
Market : cutbacks last year in ordinary expenditure 
— about a third of which in fact goes 
on development. projects — the current- 
turing. Commercial-bank lending to the | account deficit for the three years from 
manufacturing sector stood at к M$230 | 1981 to 1983 has reached more than M$1 
million in the middle of last year, less than | billion. By the end of this year, the con- 
11% of total loans. And o ib: solidated current-account balance will 































"here is also a serious shortage of pri- 
vate capital for investment in manufac- 





зе activites after incurring loss 
f M$19 million. 
Paddy producton has declined, ànd 
bah now. has. to rt half.its ric 
d ut of rüb } 






















































































































-based company is quoted on have shrunk to. just M$182 million. 
im oil, because of the introduction Of | -In these circumstances it has fallen to | hoisted the amount in the state kitty from 
1e pollinating weevil, and cocoa. thé state government itself to provide the | just M$6 million at the end of 1975, when 
ng, the manufacturing sector has failed to | Its wholly owned Sabah Development | Organisation- government . under. Tun 
dvance. Manufacturing industry's share | Bank, for example, had 21% of its loans | Mustapha Harun was still in power, to 
nce 1975, while in Malaysia as à whole it | jects at the end of 1981, a total of M$141 | Now it, too, is having pronus keeping 
las increased from 16% to 19% over the | million. The state is also putting up M$567 out of the red. | a 
ates’ functioning — two in. Kota 
abalu, one on Labuan Island and one The bu of 
Sandakan — and the factories operating ming issue 
n them are largely unsophisticated. ? MP 
ат | Sabah's unused gas 
in the towns, ‘while in the rural areas : 
-oil milling, cocoa fermenting, rub- | valuable natural resources is going up in Yet there are still substantial quantities 
moking and coconut-oil production. | flames. Every day, platforms off the | of gas left under the sea bed. The Malay- 
tries consist of one paint factory, one | lion cu. ft of natural gas that bubbles up | Shell say there will be at least 438 billion 
le-asseinbly plant, one palm-oil re- | from their oilwells. That is enough gas to | cu. ft available at Samarang, Erb West 
powder-maker. city as Sabah currently consumes, and is | the beginning of 1985. On that basis, the 
l'he prospects for the further develop- | worth more thàn M$200 million (08586. 8 | state government signed ап ag ent. 
e state are poor. A conference last The flaring has been goirig on since oil | the remaining gas at the three fields. Pet- 
lovember on diversification of the econ- | production started eight years ago, but by | ronas originally guaranteed a flow of 60 
ernment has ambitious plans for exploit- 
ing the associated gas which, if successful, 
the turn of the century. The first stage in Sab 
The biggest gas burner. is Shell’s | plans is a sub-sea pipel 
50 million cu. ft a day. Shell's South Furi- to Labuan island, ies ci 
ous, St Joseph and Barton, plus Esso's y. 
Sulawesi and Timor, а ili | from | ft. Erb West, another’ Shell. field. fluc- 
. the southern islands та! 6096 1 | tuates, but daily flaring | there, in nthe future, | 


'ovements have been in production of | change — North Borneo Timbers. Berjaya has always boasted that. it 
And while agriculture has been falter- | lion's share of industrial capital in Sabah. | the discredited United Sabah National 
abah's GDP has stayed at the same 3%. | outstanding tied up in manufacturing pro- | nearly M$1.2 billion just five years later. 
пе period. There are only four industrial 
Food manufacture and simple wood- 
rce processing is limited to simple | Kota Kinabalu: One of Sabah's most | could rise to as high й 170 iilos cu. ft. 
sah’s more technologically advanced | state's coastline flare off close to 100 mil- | sian national oil company, Petronas, and 
, one shipyard and one cocoa butter- | produce, say, five times as much electri- | and thestillundeveloped Ketam oilfield at 
of light and medium-scale industries | million) a year: with Petronas in July 1980 to acquire all 
my heard speaker after speaker stressthe | 1984 it should be curbed. The state gov- | million cu. ft н; over 20 D but i in 
could guarantee it financial security past | lion for five rete 
Samarang oilfield, currently flaring off 45- | will run 88 miles eas 
Tembungo fields add about 15 million cu. 
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All five aircraft quickly on : 











used by the For inform: 
United States on Air Niu 
Air Force to non-stop Bx 
fly the President, 707 flights t 
Congressmen ~, 





and foreign dignitaries are special | Air Niugini passengers get 








versions of the Boeing 707 trans- | VIP treatment, too. 
ports used by Air Niugini. 
The RAAF jet which flew Her The President of the United 






States of America is flown by 
pilots who average more than 
9,000 flying hours. 
So are Air Niugini’s international 
passengers. 
The Australian Government's 
VIP Boeings are maintained to 
the world's most rigorous safety 
standards. 
So are Air Niugini's Boeings. 
Like other people in high places, 
Air Niugini passengers 
-— enjoy the security of 
a fine aircraft, 
maintained and 
flown by experienced 
crews. 
Our 7075 are friendlier than most 
international jets, and we carry 
more cabin crew per passenger. 
When you fly with us, you'll be 
less crowded, and you should be 


cleared through customs more 


Majesty the Queen around the 
South Pacific is another Boeing 
707, and a sister ship to Air 
Niugini's Boeings. 

The Boeing 707 has a legendary 
reputation for security and 
reliability. It’s among the world's 
most successful commercial air- 
craft-and the world's most 
popular VIP planes. 
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Hong Kong Eugene Zau 5-2421 
Singapore Тап Soon Heng 235 49 
Manila Howard Lahari 864713 
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A country 


shouldnt 
have to put 

inanew 
telephone 


system _ 
avery time It 
needs more 
telephone 
1= 14. : 





For along time any number of countries had a problem with 
their telephone systems. They were growing, and their systems 

| couldn't keep up with 
them. 

So, if these countries 
wanted to add more tele- 

4 phone lines, they had to 
completely replace the 
Eg Central computer that con- 
Bowe trolled their exchanges. 

An enormously expen- 
sive process. 

Or, they could put in 
an extra large central com- 
puter with enough capacity 
© to handle their future 
OPEN E needs. 






w “4 ‹ Also very expensive. 
This special circuit board Well, ITT's System 12™ 
allows ITT's System 12 to expand offers a better way. 
easily and economically. With System 12's 


fully distributed control, 
control capacity isn't centralized. Instead, control elements are 
contained in each individual switch. 

That means extra control can be added as the system 
expands. 

Which is important, because a telephone system that's too big 
for a country is just as uneconomical as one that's too small. 

The advantages of System 12 don't end there, either. 

System 12 is designed with a radically new, fully digital archi- 
oe that can easily handle both voice and data in a single 
switch. 

Subscriber features (like call forwarding, for example) can be 
added as desired. 

And System 12 is easy to maintain, too. 

What all this means is that the telephone system your country 
buys today can continue to meet your needs far into the future. 





© 1982 International Telephone k, N.Y 10022, U.S.A 


ЧОТТАЅГА 1983 
YEARBOOK 





Asia houses over half of mankind. Every day events are 
happening here that not only shape Asia’s future but af- 
fect the entire world. Asia 1983 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 24th Edition 

The Asia 1983 Yearbook, celebrating its 24th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development; we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that no person who has any dealings with 
Asia can afford to ignore. 


Features 

The Asia 1983 Yearbook includes two new chapters in 
the Special Section, namely ASEAN and Fishing. You 
will find familiar chapters and features as well: a Re- 
gional Round-up, The Power Game, Population & Food, 
World Bank and Asian Development Bank, Asian Fi- 
nance, Asian Investment, Energy, Commodities, Avia- 
tion, Shipping, Trade & Aid, West Asia, Islam, South 
Pacific and Asian Organisations. 

The main body of the book contains chapters on 32 
countries. Each is divided into 3 sections: political and 
social, foreign relations, economy and infrastructure 
ranging from Afghanistan through China, to Korea and 
Japan, down through the Philippines to Australia and 
New Zealand, and then back to Pakistan via India, In- 
donesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews on its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from Market Poten- 
tial and Population Trends to Foreign Aid Involvements 
and Social and Cultural Landmarks. Each section has 


minus the 
Asia 1983 Yearbook 


Announcing The All New 24th Edition 
We give you Asia, 


minus the mystery, 
myth: 





also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the REVIEW's cor- 
respondents provide on-the-spot reports from every 
major Asian capital. From Islamabad to Tokyo, Peking 
to Canberra. And virtually every area of interest 
throughout Asia. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 24 years) to keep the Asia Yearbook pertinent. 
To give you Asia, minus the mystery. Minus the myth. To 
give you Asia as only the Far Eastern Economic Review 
can. 


Soft Cover: HK$110/US$16.95/£9.95/S/M$38.50 
Hard Cover: HK$130/US$19.95/£11.75/S/M$45.50 
For airmail delivery, please add: - HK$39/US$6/£3.50/S/M$13.50 
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To: Publication Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





Please rush me copy/copies of the Asia 1983 Yearbook as 
indicated. | enclose a cheque/postal order for 


Name . 
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Asia 1983 Yearbook (Soft Cover) 

Price: HK$110/US$16.95/£9.95/5/M$38.50 each 
No. of copies П by surface 
Asia 1983 Yearbook (Hard Cover) 

Price: HK$130/US$19.95/£11.75/S/M$45.50 each 
No. of copies LJ by surface L1 by airmail* 
"For airmail delivery, please add — HK$39/US$6/£3.50/S/M$13.50 
per copy 


О by airmail" 
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и Spy in dhe sky puc 
ese men out of work. 





i i inal 
i Spotted easily in marg 
d weather thanks to 
sophisticated airborn radar. 


— 





HE Nomad Searchmaster 

is a unique and proven 
patrol aircraft, that represents 
the best maritime surveillance 
package currently available for 
coastal surveillance. 

The range includes the 
Searchmaster 'Lima' with chin- 
mounted radome equipped 
with 360? Litton search radar. 

'Sublima' with nose- 
mounted 240? radar or 'Bravo' 
with forward-looking 120° 
Bendix Target radar. 

Nomad Searchmasters 
have proven their efficiency 
in the protection of off-shore 
resources, control of illicit 
trade and entry, and security 
of coastlines, shipping, and 
coastal waters. 

Designed primarily for all 
weather surface surveillance, 
the Searchmaster offers all 







ё 


the search sophistication of a 
larger aircraft at a fraction of 
the cost. 

Increased reliability and 
outstanding fuel-efficiency 
add to the economy of this 
aircraft's operation. 

Examine the features 
of the Searchmaster and 
youll discover the natural 
advantages of the Nomad « 4 

genealogy. | 

Features like low service 
and maintenance costs, 
unsurpassed crew vision and 





resources of the Australian 
Government and its aircraft 
factories. 

For further details on any 
of the Searchmasters, contact: 
The Nomad Marketing 
Group, 226 Lorimer Street, 
Port Melbourne, Victoria, 

3207 AUSTRALIA. Telex: 
DEPRODY AA 30252. 
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comfort, real low- We 
speed manoeuvrability Д 
and outstanding 
STOL capability. 
Searchmaster 
comes with full 
technical and spare-parts 
back-up through the wide 
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Raising finance 
from the 
international 
capital markets’... 


When you need substantial funds from 
the international markets you want the 
certainty that the money will be raised and 
the terms will be right. 

At Lloyds Bank we are both a merchant 
and commercial bank. Integrating proven skills 
with financial strength, we match your needs 
with the conditions of the market place. And 
we know we must serve your future interests 
as well as satisfy your current requirement. 

We help you decide on the appropriate 
instruments, whether syndicated eurocurrency 
loans or other facilities, eurobonds or other 
international securities. 

You obtain immediate access to the inter- 
national capital markets through our experts 





„OUr integration 
makes it certain 


based in the banking centres of the world. With 
our established record you can be confident of 
professional and efficient service. 

Mandate us to lead manage your 
financing. You appoint a bank able to commit 
substantial funds and to place effectively in 
the markets. A bank with the experience to 
innovate responsibly, and the reputation 
which ensures success. 

Wherever you deal with us, you secure 
the fast and sure response that gives 
you the edge. 


ET 






actual tanneg throu, t is onl 
82 million cu. R. pe : 

A further rete section of pipe will 
cross the shallow waters separating the 
landfall, at Shell's Kiamsam Peninsula oil 
terminal, from the industrial estate at 
Ranca-Ranca, where the gas will be di- 
vided three ways. Some 53 million cu. ft a 
day will go to a plant producing 660,000 
tonnes a year of methanol, used mainly in 
the petrochemicals. industry or as a 
gasoline extender. 

Another 21 million cu. ft a day will be 
used to manufacture 715,000 tonnes a year 
of sponge iron, which is basically iron ore 
with the oxygen removed and which is 
used as a raw material for the steel indus- 
try. The remaining 8 million cu. ft a day 
will feed a 45-mw. power plant, which will 
provide electricity for the methanol works 
and for Labuan town. 

The whole system — pipelines, indus- 
trial plant, wharves, tugs and infrastruc- 
ture — will be 100% owned by 
the state through a company call- 
ed Sabah Energy Corp. (SEC), 
formed in April last year. SEC, 
whose nine-man board includes 
five federal. and four state- 
appointed directors, will also 
manage the offshore section of 
the gas-gathering grid and the 
infrastructure. A wholly owned 
subsidiary, Sabah Gas Industries 
(SGI) — which has two federal 
and four state nominees on its 
board — will operate the sponge- 
iron and methanol plants. Sabah 
Shell itself will run the offshore 
pipeline for a fee of around 
M$25 million a year. 

The scheme has raised con- 
troversy in Sabah right from the 
time the gas-supply agreement 
was signed. At that point, the 
only firm industrial proposal was 
from South Korea's Daewoo, 
which had put forward plans for 
making sponge iron and convert- 
ing it into 600,000 tonnes a year 
of steel billets for rolling mills. 
The state government eventually 
decided that the steel-making 
side would be unprofitable and instead 
called for bids to build a sponge-iron plant 
only. 

Daewoo, piqued by this time, was told 
that it could bid only with an experienced 
partner. It chose Dravo, of the United 
States, but they and another group lost out 
to Voest-Alpine, of Austria, when the 
construction job was finally awarded in 
July 1981. The Austrians were proposing 
to use more proven technology — the mid- 
rex system, used in 80% of the world's 30 
sponge-iron plants — and were offering 
better financing. 

Daewoo was furious, and immediately 
made it known that it now considered the 
project was unworkable and the sponge 
iron unmarketable. The authorities dis- 
missed the criticism as sour grapes, but 
later developments would show that even 
they saw a grain of truth init. The next two 
contracts awards raised no such problems. 
A West German consortium, Klockner 
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pv АШ five other international 
groups. The jetty contract'went to Asean 
Development Co. of Malaysia, and 
Japan's Penta Ocean. 

But the decision on the gas-grid con- 
struction deal was also far from straight- 
forward. According to senior state offi- 
cials, the only serious competition was be- 
tween a Japanese-American group, made 
up of Marubeni, Nippon Kokan and 
Brown & Root, and a South Korean- 
French consortium, Hyundai and Fleur. A 
third bidder, Malaysia's Promet with 
McDermott of the US; was out of the run- 
ning. 

In the event, the state last July selected 
the Marubeni consortium, since it could 
offer the best financial terms. But its re- 
commendation to the federal government 
was rejected. In August, Prime Minister 
Datuk Seri Mahathir Mohamad instead 


Sabah energy: under construction. 





sent back his own proposal for a “restruc- 
tured" consortium comprising the three 
original winners plus Promet, a company 
with which he is said to enjoy close ties. 
The new group was duly awarded the for- 
mal contract in February. 


at canta аге now questioning the gas 
utilisation project on the grounds of 
cost and economic viability. The total esti- 
mated cost of the entire complex now 
stands at M$2.25 billion, a full M$140 
million up on the figure given last April. 
That makes the project the second most 
expensive in Malaysian history after the 
federally funded liquefied natural gas 
plant at Bintulu in neighbouring Sarawak. 

Financing the huge bill puts Sabah in a 
position of heavy dependence on long- 
term overseas borrowing. Of the total 
combined cost of the sponge-iron and 
methanol projects, only M$375 million 
will be in the form of state equity, with 









lion is coming from a commercial loan: 5 
dicated through Chase Manhattan 


Bank Bumiputra, M$60 million of that in ip 


Malaysian dollars and the balance in US 


dollars. That leaves M$139 million to be { 


made up in commercial loans now under - 
negotiation with Japanese banks. 

Funds for the gas grid come from M$192 — 
million equity capital, M$251 million 
being sought on the long-term yen mar- 
ket, M$30 million being arranged with 
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1 
n, 4 
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Fuji Bank and around M$300 million in _ 


soft credits from Japan's Overseas 


Economic Cooperation Fund. The jetty 


will be financed by а M$45 million com- _ 


mercial borrowing, also from Fuji Bank. 
For a tiny state like Sabah, the ability to 
repay successfully such a huge financial 
burden is critically dependent on the 
sponge-iron and methanol pro- 
jects operating profitably. Of the 
two, analysts agree that the 
, methanol plant is the safer bet. 
In the first place, the bulk of its 
raw-material input — natural gas 
— is being supplied by SEC at a 
fixed price, starting at US$2.65 
per 1,000 cu. ft in 1984 and rising 
by 10% each year after that. 


the first five years are guaran- 
teed under an agreement with 
Borden World Trade Inc., which 
will buy up exportable produc- 
tion in that period and sell it to 
markets in the US, East Asia and 
Europe. Sabah itself only has 
one methanol user at present, a 
glue factory in Sandakan, and 
Malaysian demand as a whole is 
only around 15,000 tonnes a 
year. 

Thirdly, world methanol 
prices are rising steadily. From 
an average US$160 per tonne in 
1980, the price in the industrial 
markets increased to around 
US$180 last year and now stands 
at some US$200. That is still sub- 


Secondly, overseas sales for | 


stantially below the US$233 assumed in _ 


the feasibility study as a 20-year average 
from 1984 — a figure which excludes ship- 
ping charges. But with the deregulation of 
US gas prices due next year, methanol 
values in turn are expected to go up still 
further. 

The sponge-iron project is likely to face 
much more serious difficulties all round. 
Apart from gas — which forms a far small- 
er percentage of total inputs than it does in 
the methanol plant — the whole question 
of raw-material supply is still not settled. 
The project will also need 1-1.07 million 
tonnes a year of imported iron ore, but 18 
months of negotiations have still not 
brought about a supply deal. 

An Indian offer to barter 250,000 ton- 
nes of ore each year for the finished pro- 
duct from Sabah is likely to fall through as 
it is considered uneconomic, while an 
Australian bid to provide virtually the 
whole annual requirement could fail on 


эт 







Shipping charges are anothe 
‘but so far no arrangeme 
made for either the inward fi 
„ using ore carriers of up to 150,000 
orthe outward freighting, on product 
ers of a maximum 30,000 dwt. 

The sponge-iron project feasibility 
idy added up the various costs and came 
with a 20-year average price of US$185 

! a tonne to make.the plant profitable. 
eight rates of US$10-50, depending on 
ination, bring the profit-making price 
to around US$200 or more for the final 























































current sponge-iron price in the 
example is only US$135.a tonne, 
enezuela is selling the product for 
e as US$90 a tonne. Forecasts for 
upgest an increase in the American 
only. about 059150: 


of the reason is that sponge-iron 
ets are becoming cramped which 
damages the: prospects. of. the, 
roject. Malaysia’s annual demand 
und 80,000 tonnes will all be met by 
rally backed plant now under con- 
on in Trengganu state, for example. 
inwhile, there will be stiff competition 
sales in Asia from other sponge-iron 
iplexes in Indonesia, Qatar and possi- 
even the Philippines and Thailand. 
ing units in Canada, West Germany 
Scotland have alréady been mothbal- 
because of either low steel demand or 
as prices. 

е management hopes to export the 
duct to American, Middle Eastern, 
tralian and East Asian consumers, but 
no deals have been made. A threes- 
rketing arrangement signed with a | 
-Alpine subsidary, Voest- -Alpine In- 
ding, only provides for the inter-- 
ry to handle, on a commission basis, 
tever exports are made. It does not 
rantee sales, unlike the methanol deal 
h Borden. 

Critics of the sponge-iron project say a 
sion last year to.alter the product's 
cifications was an implicit admission 
at Daewoo was correct in its prediction 
marketing problems. In. August, SGI 
cided to switch from basic sponge iron, 
hich can become re-oxidated and. ex- 
emely volatile if it is exposed to air or 
ater, to a system called hot briquetting, 
ch adds a stabilising chemical coating. 
ccording to SGI executives, ordinary 
onge iron can only be sold to electric arc 
irnaces, which make up 22% of the world 
eel market. Briquettes, however, open 
p 75% of the market. But they strongly 
eny that the decision was made on mar- 
ing grounds. It was prompted; they 
Say, by new international regulations on 
'sponge-iron ship safety and also because 
the M$31 million extra cost could be met 
without going over budget. 

` “Opponents of the scheme also say that 
the failure to achieve any private-sector 
equity participation in either the sponge- | 
on or the methanol projects is a further | 
| dication ofthe ae about | E | 


















p 
eral government’ s Heavy Industries Corp. 


of ‘Malaysia. Sabah state was only plan- 
“ning to take 50% or 51%. Likewise, a pri- 
‘vate consortium had proposed buying а 


40% stake in the methanol plant. 

SEC officials again deny that the failure 
of these plans reflects on the viability of 
the scheme. They explain that the federal 
government will only guarantee loans 
taken out by Sabah state in proportion to 
public-sector equity in the project being 
funded. If the state government had only 
51% Kuala Lumpur would only guaran- 
tee 51% of the loans. At the same time, 
they say, private companies would be re- 
luctant to issue their own guarantees if 
they were restricted to minority holdings 
only and had to surrender management 
control. In the event, the federal govern- 
ment guaranteed loans worth M$1.44 bil- 
lion for SEC. 

The state authorities have two other ar- 


guments to silence sceptical observers. - 
First, they say, the Project Investment 
Unit — a division.of the chief minister's: 


department charged with vetting big pro- 








; they rejected proposals. Tor an. 
aluminium smelter, a mainland electricity - 





- grid, а liquefied petroleum gas plant and’ 


for factories producing caustic soda, cal- 
cium carbide and carbon black, used in 
making ink and rubber products. 

Their second. argument is that even at 
present low prices, the projects are likely 
to make money. At the prices assumed in 
the feasibility studies and with a 5% an- 
nual inflation factor, the government fore- 
casts 20-year cumulative gross profits of a 
staggering M$13.97 billion. The state 
would net M$11.18 billion, with the bal- 
ance going to SGl asa processing fee. At 
zero inflation; gross profits would Бе 
M$8.64 billion;of which the state wound 
take M$6.77 billion. 

With income like that in prdipect: con- 
struction work is going ahead at full speed. ; 


Pipelaying should Беріп in August or Sep- Е 


tember, with the first gas flowing from’ 
Samarang in March 1984 and from Erb. 
West three months later. The power plant 
should be on stream in April next year, the . 
sponge-iron plant in May and the. 
methanot plant in June.— JEFFREY SEGAL. 


Front-runner Labuan will | 
need plenty of stamina 


Kota Kinabalu: Banking in to land on the 
flight from Kota Kinabalu, or gazing out 
across the harbour in the capital, Victoria, 


-the visitor to.-Labuan is immediately 

l struck by the number of idle oil tankers 
| ling anchored in Brunei Bay. To their 
-dustrialists of the island, the sight of the | 

“big black-and-red hulls is ‘depressingly |- 
1 familiar. The shipbuilders of Labuan look. 
at them and see excess world tonnage. The | 


ойтеп see ‘surpluses and falling prices. 


The sponge-iron executives see a vast | 


source of scrap for steel furnaces edging 
their product out. 

If the numbers of supertankers there 
fall; there is some cause for optimism. Be- 
tween 1979 and 1981 they did, from about 
two dozen to 15. Ominously, though, they 
have trebled to a record'45 in the past year 
— a major indicator of the problems 
ahead as the island struggles in the fore- 
front of Sabah’s efforts to industrialise. 

The fortunes of Labuan, a 32-sq. mile 
speck in the South. China Sea some 80 
miles southwest of Kota Kinabalu, have 
always been more closely linked with poli- 
tical and economic ebbs and flows in the 
Western world thar with the mainland. 
The island was ceded to Britain by the sul- 
tan of Brunei a full 35 years before the rest 


| of North Borneo became a British protec- 


torate in 1881, and for the next century it 
was administered separately. Early on it 


became an important naval station and 
| coaling depot for the fleet. | 
In the mid-1970s came two welcome 


boosts. First, in 1975, offshore oil produc- 








‘tion began and a number of support indus-- 


tries — such as rig servicing and repairing 
— soon sprang up. In 1976, the most 
famous of Labuan’'s: 26,000 inhabitants, 


-Datuk Harris Salleh, became ‘Sabah’s 
chief minister. He im mediately took a 





ing the island and other 
major companies began locating there. ` 

The. centrepiece f industrialisation on 
Labuan is the industrial estate at Ranca- 





"Ranca, southwest of Victoria; which sits 


on 320 acres of reclaimed land between a. 
coral island and the shoreline. Ranca- 
Ranca is impressively. full. Down on the 
southernmost tip is a flour mill, and next 


to that a milk factory. Further along the 


causeway, past the 53 acres reserved for 
the methanol and power plants, and the 
96-acre site for the sponge-iron works, is 
an area belonging to state oil corporation 
Petronas. Then come tory making 
steel bars from scrap, a shipyard and civil 
engineering group, a sawmill, an indus- 
trial oxygen plant, a palm-kernel oil mill 
and a unit making toolings for the offshore 
oil industry. 

The long-term viability’ of the: sponge- 
iron and methanol schemes is still open‘to 
question. But the performance so far of 
the biggest of the existing projects — the 
shipyard апа {һе flour mill -— give few 
grounds: for optimism: The. conclusion 
drawn by a team of Japanese consultants 





| in their recently submitted “master plan” 


for Labuan seems. accurate. ‘Labuan’s 
economy, the Japanese firm said, is un- 
likely to be self-generating is century. 

` Sabah Shipyard, Repair and Engineer: 
ing (SSRE) i occupant. of 











The. profi it of HKS600. 7 million attributable to shareholders of Swire Pacific Limited: for 1982 included а profit kom Swire Properties Limited 
HK$229.1 million which was lower than that of the previous year, reflecting the difficult conditions in property markets during 1982. Catha: 
Pacific Airways Limited's results showed an improvement over those of the previous year reflecting the maintained profitability of airline 
орегайопв and surpluses on the disposal of aircraft and equipment. The shipping, offshore services, and dockyard division recorded substantial 
improvements in profits during the year. Industrial activities, enhanced by acquisitions, achieved a substantial increase in operating profi ts The. 
results for the year of the trading division were affected by the world trading recession and were marginally lower than in: 1981. : 


Final dividends. : The directors of Swire Pacific Limited will recommend to shareholders at the Annual General Meeting on 27th May ‚1983 the: 

` payment of final dividends of 52.0¢ (1981: 52.00) per ‘A’ share and 10.4¢ (1981; 10.4¢) per 'B' share payable on 10th June 1983 to shareholders on 

the register of members on 29th April 1983; the share registers will be closed from 18th April 1 to 29th April 1983, both dates inclusive. 

Once again, the.final dividends will be satisfied by the issue of scrip to each class of shareholder, with the: option. being given to: shareholders 

to elect to receive cash in lieu of scrip in respect of part or all of such dividends. Full details of the scrip dividend procedures will be set out in а 
circular: letter which; together with the forms of election for the payment of cash dividends, will be sent to shareholders on 6th May 1983. 


Investment properties and net assets per share. The annual valuation at open market value of the investment properties of the Swire Properties 
gat р was carried out at 31st December 1982 by Jones Lang Wootton; their valuation of HK$3,939.2 million represented a reduction of 
K$1,436.3 million in. comparison with the valuation at 31st December 1981. Of this reduction, HK$1,040.3 million is attributable to Swire Pacific 
_ Limited and has been taken to reserves and set off against previous | increases in valuations. Taking into account both the retained earnings in... 
1982, and the reduction in the valuation of investment ps Ihe net asset values of the shares of Swire Pacific Limited at 
Hid Dece miber d were HK$12.33 per ‘A’ share and HK$2.47 per 'B' share which compare respectively with не 02 апа HKSZ 80 -" 
st December 1 


Prospects. There are. now positive indications.of some improvement in demand іп ће property market in Hon ng Kong and, if this is соот, it 
should result іп better trading results in the property division; recurrent earnings from investment properties will increase further from present 
levels and the division as a whole is well placed to take advantage of any further improvement in market conditions. The first quarter's results of . 
Cathay Pacific Airways are encouraging; with some reduction in fuel prices, we would expect an improved operating result іп 1983. All other 
divisions within the Group are expected to achieve satisfactory results in 1983. 


The Annual Report for 1982 will be sent to shareholders on 5th May 1983. 




























D.R.Y. Bluck 
Chairman 





,, Hong Kong, 30th March 1983 
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‚ with 720 personnel. 
operating in 1974 as a joint mde be- 
tween local and Hongkong interests, but 


. was bought out two years later by the 


Sabah Economic Development Corp., 
Sedco, which holds 91.9% of SSRE's 


— M$S7 million (US$24.7 million) paid-up 


capital, with the Sabah Foundation own- 


‘ing the balance. 


` SSRE’s output in its first eight years has 


been mediocre. It has launched only 20 
- vessels, most of them small boats such as 


stern trawlers, vehicle ferries, cattle car- 
riers and tugs. Without the support given 


_ by part-owner Sabah Foundation, the list 


would have’ been embarrassingly short. 
The foundation’s wholly owned shipping 
line, Yayasan Sabah Shipping, has been 


Kota Kinabalu: In slightly more than 


| E years' time, all that will be left of 


ysia's only copper mine will be an 
ugly scar on the thickly wooded slopes of 


Ё . Sabah ssacred Mt Kinabalu. There will be 


` no spin-off industries, no supporting infra- 
Structure, no smelter and no long-term fi- 


nancial benefits once the royalties have 
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. Japanese. They, 


. Mine officials chuckle about the 


Е E: legacy they will leave: a mile-wide 


in the mountainside, on the very bor- 
_ ders of a national park, where no trees will 
| grow again. It could become a tourist at- 


р роботі in its own right, they joke. 


' The mine, located about a third of the 
way up up the 4,125-m. mountain at Mamut, 
east of Kota Kinabalu, is, like most 
other big industrial enterprises in the 
A a division of the Sabah Economic 
lopment Corp., Sedco, which holds 
49% worm the M$30 million (US$13 million) 
mU capital of the mine company, 
MRD Sabah, a stake which it bought in 
980 from local individuals. The majority 
shareholder is still Overseas Mineral Re- 
sources Development of Tokyo, a partner- 
ship between seven Japanese mining and 
coh companies and the Japanese 
Government's Overseas Economic Co- 
operation Fund. 
Despite the sizable state interest, the 
Mamut copper mine is in many ways typi- 
cal of an export enclave within an under- 


4 sry ie country. It is physically sepa- 


rated from the nearest town, Ranau, by 
company roads and a heavy security pre- 
sence. Direct economic links with Ranau 
are largely limited to occasional purchases 
of food there for the mine canteen. Many 
of the mine’s 1,000 employees — particu- 
larly the 130 labourers — come from the 
district, but the top management is all 
like other senior 
staff, live in an isolated company com- 
pound. 

1 The mining operation itself is primitive 
and the level of processing minimal. Bulk 
carriers taking the concentrate from Usu- 





ships wit 
tive tender first. 

'SSRE's biggest projects so far — four 
identical 8,000-dwt log carriers — have all 
been for the foundation line. Two have al- 
ready been launched and the other two are 
due to come off the stocks in the second 
half of this year. 

Despite the effective subsidy from the 
foundation, SSRE has still run up a deficit 
in each year it has been operating. Ac- 
cumulated losses now stand at M$13 mil- 
lion. Executives at the yard claim that 
turnover should reach M$72 million this 
year, a jump of M$20 million over 1982, 
but beyond that the outlook is bleak. The 
only entry in the yard's order book is a 
memorandum of understanding from 


kan to the smelters of Japan have to be 
chartered from the Malaysian Govern- 
ment’s shipping line, but the marketing is 
done by a Japanese company through the 
Nissho-Iwai trading house. Most of the 
value added goes to the Japanese smelting 
firms, which then sell back to Malaysia the 
bulk of the 10,000 tonnes of copper bars 
and wire which the country imports every 
year. But in fact OMRD Sabah's licence 
includes a condition that the company 
should conduct a feasibility study on 
building a smelter in Sabah every three 
years. 


he first of these studies, carried out in 
1978 after the mine had been in opera- 
tion three years, concluded that a smelter 
project would not be viable. The second, 
in 1981, said that it might be marginally 
viable given tariff protection against im- 
ports and a minimum capacity of 50,000 
tonnes a year. But that would mean bring- 
ing in ore from overseas, as Mamut's out- 
put is barely half the required level. 
Exports of copper concentrate — which 
is only 24% pure copper — came to 
107,000 tonnes in 1980, 128,000 tonnes in 
1981 and 112,000 tonnes in the first 11 
months of 1982, According to the com- 
pany, 44% of the total 83.2 million tonnes 
of mineable ore reserves at Mamut has al- 
ready been extracted and the mine is due 
to close in 1991. There is another 95.5 
million tonnes of ore lying deeper 
se the pit, but it is considered uneconomi- 
с 
In the event, the arguments against the 
smelter prevailed and it was announced in 
November 1982 that the plan had again 
been shelved. Some government officials 
were angry at the outcome. One senior 
civil servant told the REVIEW: "The Ja- 
panese strategy is to identify just enough 
reserves to show that there are insufficient 
resources for local processing. That way 
they can keep the Japanese smelters 
going." He accused OMRD Sabah of “not 





on ship-repairing activities — recently up- 
graded by the addition of a 7,000-dwt ship- 
liftsystem installed as part of a M$105 mil- 
lion expansion plan — and on civil en- 
gineering. The company has already built 
several major steel structures on Labuan, 
including the palm-kernel oil mill next 
door and a frame for the sponge-iron pro- 
ject. 

Down at the other end of the causeway, 
Sabah Flour and Feed Mills has also been 
financially ailing. Originally set up in 1972 
as a private enterprise, the company — 
which employs 120 people — was taken 
over three years later by Sedco and its 





spending. one cent" on exploration in its 
4,800-acre mining lease area, apart from 
preliminary drilling for the open-cast pit. 
Only 500 acres of the lease has so far been 
developed for mining, with another 500 
for the primary processing facilities. 

Company executives respond that the 
mine does not make enough money to fi- 
nance an exploration programme. With 
only two profitable years between 1975 
and March 1982, accumulated losses total- 
led M$86 million. Besides the initial mine- 
development cost of US$92 million and 
growing bills for overheads such as fuel 
and spare parts, OMRD Sabah has also 
had to pay out more than M$100 million in 
state-government royalties, M$30 million 
to build a tailings dam and some 
M$700,000 a year in compensation to 
families whose paddy land has been 
ruined by silt carried down from the over- 
burden dump. 

Low copper prices worldwide make the 
immediate financial outlook bleak. Physi- 
cal prices in New York fell to a four-year 
low in mid-1982, and the subsequent par- 
tial recovery has still left them around 
25% lower than the 1980 average of 99 US 
cents alb. To some extent OMRD Sabah's 
earnings have been insulated from the 
drop by the high by-products content of 
the ore. Every tonne of concentrate con- 
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Mahathir: switching sympathies. 
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ivalent in Sarawak state. They each 
now hold 48% of the M$12.3 million 
equity, leaving Filipino, French, Malay- 
sian and Hongkong partners with 4%. 
Production of the various flour products 
and animal feeds did not begin until 1979, 
but losses soon followed. Senior staff re- 
fused to reveal the extent of the accumu- 
lated losses, but did disclose that the mill 
had borrowings of M$40 million. They 
also stressed that the company’s perfor- 
mance had improved sharply in the past 
few months with an injection of aid from 
the private sector, Under the terms of an 
interim agreement reached in October 
1982, publicly quoted Gold Coin — a 
West Malaysian company — is to take 
12.5% of an enlarged paid-up capital of 
M$32 million, subject to ministerial ap- 


a or 


tains iron and sulphur plus about 120 
grammes of silver and 18-19 grammes of 
gold. 

Still, the unit value of the concentrate 
exported dropped from an average 
M$1,650 a tonne in 1980 to M$1,356 the 
following year, and then fell again to 
M$1,178 for January-November 1982. 
The financial year ended March 31 was 
showing an overall loss as at the end of 
January. 


A third feasibility study on the smelter 
project is due next year, but the mine 
management is appealing to the federal 
government to call it off as the result, they 
say, is a foregone conclusion. By then, a 
decision may already have been made to 
switch the project to the east coast of 
Peninsular Malaysia. The West German 
company, Metallgesellschaft, has recently 
been holding talks with federal govern- 
ment agencies about setting up.a 100,000 
tonnes-a-year copper smelter in Kelantan, 
using ore from three sources: Mamut, Ok 
Tedi in Papua New Guinea and possibly 
from deposits now being investigated in 
Kelantan itself. The neighbouring state of 
Pahang has also been suggested as a plant 
location. 

Coincidentally, a second large-scale in- 
dustrial project originally intended for 


Mamut copper mine: bleak outlook 
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proval. In return it will hand over part of 
its existing market in Sabah and Sarawak 
to Sabah Flour and Feed, which hopes to 
capture 34% of feed sales in the region in 
1983 and 68% of the flour business. 

Gold Coin has already, been giving 
managerial and technical assistance since 
May 1982, and operating profits are 
now said to be running at M$250,000 a 
month. 

But other industries on Labuan have 
not been so fortunate. The American- 
owned Brown and Root offshore installa- 
tion yard had to close in July 1982 after a 
five-year contract for Shell ran out. A 


total of 550 workers lost their jobs. The : 


Minyak Berjaya palm-kernel oil mill on 
Ranca-Ranca — another Sedco project — 
also shut its doors about a year ago, citing 


Sabah is also likely to end up in Kelantan: 
a timber, pulp and paper complex which 
Sabah itself had "inherited" from Pahang 
six years ago. 

The proposed complex, producing 
125,000 tonnes a year of paper, was to 
have been built around the port of 
Sipitang. An initial plan by the Indian 
company, Birla, was turned down in 1980 
as it would have required heavy protec- 
tion. Competitive bids were called in- 
stead. Five groups made offers, and in Oc- 
tober 1982 the Sabah government selected 
the lowest — à M$1.59 billion bid from a 
consortium made up of Klockner Stadler 
Hunter of Canada, Klockner Industrie 
Anlagen (West Germany) and Voest-Al- 
pine (Austria). 

Sabah recommended the consortium to 
the federal government and late the same 
month came the stunning reply from 
Kuala Lumpur: the pulp and paper pro- 
ject was being switched to Kelantan. 
Sabah could keep the timber plantation 
side only. Subsequent discussions be- 
tween Sabah Chief Minister Datuk Harris 
Salleh апа Malaysian Prime Minister 
Datuk Seri Mahathir Mohamad produced 
a glimmer of hope. If Kelantan had not 
made progress on the scheme by the end 
of June 1983, Mahathir conceded, then 
Sabah could go ahead with the complex. 
On March 13, how- 
ever, the Kelantan 
chief minister an- 
nounced that the 
project would defi- 
nitely get off the 
ground there by 
July. 

Sources saw the 
shift as politically 
inspired. Just as 
Sabah's new gov- 
ernment had the 
sympathy of federal 
politicians in 1977, 
when the project was 
moved there from 
Pahang, nowitis Ke- 
lantan which needs 
federal aid to count- 


er rising Islamic 
fundamentalism. 
— JEFFREY SEGAL 


the uneconomical cost of shipping kernel 
from the mainland. And plans for a Pet- 
ronas supply base at its site on Ranca- 
Ranca have been shelved because of the 
downturn in oil-exploration activity. For 
the industries that remain on, Labuan — 
and those due to come on stream in 1984 
— there are still daunting day-to-day pro- 
blems to face. 

At least the infrastructural problems 
can be solved using local resources. Voca- 
tional schools are being set up, dams are 
being built, a new telephone exchange is 
being installed and a new power station is 
under construction. Within a couple of 
years, a solid infrastructure should be in 
place: but the industries that rest on it may 
take much longer to mature. 

— JEFFREY SEGAL 


Putting into a 
siding — after 
77 years 


Kota Kinabalu: For many of the 180,000 
people living in Sabah's vast Interior Divi- 
sion — a mountainous, largely unde- 
veloped tract of land reachi 

shores of Brunei Bay in the north to the 
Indonesian border in the south — the rail- 
way provides a vital lifeline to the capital. 
From Tenom, in the heart of Murut coun- 
try, diesel locomotives and railcars haul 
passengers, freight and sometimes live- 
stock the 82 miles to Tanjung Aru, on the 
outskirts of Kota Kinabalu, passing 
through the towns of Beaufort and Papar 
and 14 other stations along the way. 

Without the railway, Tenom and the re- 
mote districts to the south would be al- 
most completely isolated. The only road 
from the capital is a poor dirt track via the 
timber centre of Keningau, which is also 
as far as scheduled air services reach. Vil- 
lagers in less-accessible locations still have 
to depend on horses or river boats to 
travel any distance. 

The narrow-gauge line has been rattling 
along now for 77 years, interrupted only 
by Allied bombing towards the end of 
World War II. Invading Australian troops 
rapidly repaired the damaged track and 
used a converted army Jeep as a tempor- 
ary replacement for the wrecked steam 
engines. That Jeep kept going for the next 
30 years, latterly as an inspection car. 

For much of the post-war-period, Sabah 
Railways has been running at a loss, like 
most other nationalised systems through- 
out the world. In the past five years alone, 
the operating deficit came to a sizable 
M$19.6 million (US$8.5 million). For 
every dollar spent in that time, only 45 M 
cents were recouped. 

General manager Daniel Wong is unde- 
terred by the railway's parlous financial 
position, He sees the line more as a cheap 
state welfare service to the area’s scat- 
tered population centres than as a com- 
mercial enterprise. “This railway should 
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not be profit-motivated,” he told the 
REVIEW. “It should be considered a public 
utility.” Wong points out that the railway 
could only make money if it were ex- 
tended to other, busier towns which could 
provide increased traffic. In fact, a recent 
study of the possibility of lengthening the 
track as far as Keningau found the 
scheme would be financially feasible. 

It was never pursued, though. Un- 
known to Wong and his staff, the Ministry 
of Infrastructure. Development, which 
had commissioned the study, already had 
other ideas in mind. While Wong had 
been looking at ways of extending ser- 
vices, the state governmentand the World 
Bank had been working out how to cut 
them down. As part of an agreement for 
providing funds to build a new tarred road 
from Beaufort to Papar, the World Bank 
had apparently insisted that Sabah Rail- 
ways reduce its overall development pro- 
gramme and phase out passenger services 
between the two towns altogether. 

The idea was to divert traffic on to the 
new road. Sabah has only a little more 
than 1,000 miles of sealed-roads at pre- 
sent, running between Beaufort, Kota 
Kinabalu and Ranau and between Tawau 
and Semporna, but some routes are con- 
siderably under-utilised. 

Wong says he found out about the limits 
on development only in 1981, the year the 
World Bank-funded road opened. He had 
approached the government about buying 
new rolling stock for carrying cement 
and other construction equipment from 
Kota Kinabalu dock to the Tenom-Panggi 
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abah Railways: coming to the end of the line? 


hydroelectric dam project on the Padas 
river, near Tenom. He was told he could 
only buy replacement equipment. Ex- 
panding the railway’s capacity was out of 
the question. 

Wong learned of the plan to cut passen- 
ger services a year later. The public found 
out last December, when state minister 
for infrastructure Tan Sri Suffian Koroh 
told the state asşembly that passenger 
travel between Tanjung Aru and Beaufort 
would be stopped by mid-1983. Even the 
short stretch between Tanjung Aru and 
Papar had been sacrificed. Coaches and 
railcars would only run on 36 miles of 
line between Tenom and Beaufort, where 
passengers for Kota Kinabalu would have 
to switch to a new bus service, 





The government plan is potentially by 
far the most damaging in a 20-year series 
of cuts for the railway. In 1963, 20 miles of 
track from Beaufort south to Weston was 
dismantled. In 1974, another 10 miles be- 
tween Tenom and Melalap was lifted. The 
four-mile section from Tanjung Aru to 
Kota Kinabalu proper was shut, too, but 
re-opened in 1980 for a 40-month dam 
contract. 

Ironically, the proposed cuts come at a 
time when the railway may have turned 
the corner financially. Total goods ton- 
nage last year rose 52% to 84,000 tonnes, 
while the number of passengers carried 
grew by 2% to 689,000. Revenue was up 
7% at M$3.1 million, and expenditure fell 
6% to M$7.3 million, —JEFFREY SEGAL 
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` dustrialised countries. Do you think this 
кшем, this 


tion: : Accordin: 
buyers, the [S 








imodities like 
“аге already 


crease, thoug 
cocoa, palm oil 
picking: up. I thi uld be able to 
achieve bet growth through in- 
creased agricultural production. 





The state government had. to. make 
roughly a one-third cut in its development 
spending for 1983. Are any major deve- 
lopment projects being shelved? Will the 


welfare of people in the rural areas be аб 
>. fected? 





c Tostart with, we decided to cut spend- 

‘ing after 1981, irrespective of the reces- 
sion. There had been a big jump” from 
about M$200 million [US$87 million] i 





1975 to over M$1.5 billion by then, Soin 


fact we started trimming expenditure in 
the second half of 1981. We are continuing 
with our development. programmes but 
trying to consolidate what we have done in 
;the past. So far as the rural areas are con- 
cerned, our: TAE job is to provide em- 
ployment: - = 





In recent years ‘the state budget has gone 
тот surplus: to deficit, and at the same 
time many of the statutory authorities and 
_ State-owned companies have begun bor- 

rowing. very heavily abroad. Is this a 


< change in Sabah's long-term financial 
i strategy? . ; ср 


We have alr dy spent hundreds of mil- 
:lions of dollars on loans or equity capital 
for various. Sabah Economic Develop- 
ment Corp. projects, settlement schemes, 
rural development and building up a land 
bank, апа now we are investing in the 
sponge-iron.and methanol plants in La- 
buan. The way I look at it, Бу 1984 or 1985 
the world economy should have recover- 
ed, and. we will. be Betting back a few 


iron, from. methanol, from our r softwood . 


plantations, from our cocoa estates апа 
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g land. [We are vul going er 


tó be a long-term borrower of funds, By 
1985 we should be borrowing less. 


Are you satisfied with the export pros- 
pects for the sponge-iron and methanol 
projects? Do you think the profitability 
projections are realistic? 

The feasibility study for the sponge-iron 
plant was based on a price projection 
which was not that high, and the present 
price is off only a small amount. The same 
[is true] with methanol. It is very impor- 


| tant for us to diversify our export base. On 


the agricultural side we are already well 
diversified. [In] Sandakan, Lahad Datu 
and Tawau, something like 200.000 acres 
are being developed either by government 
agencies or the private sector — for cocoa, 
oil palm, coconut, rubber, softwood and 
other cash crops like rattan. 


One area of the Sabah economy which 
seems to have been neglected is light i in- 
dustry. 

Г agree. We are very much behind on 
this: Until recently. we. could not even 
make nuts and bolts here. Everything had 
to be imported. Now we have industrial 
areas and we are catching up. We are put- 
ting up vocational schools in every district 


‚їп Sabah — Kudat, Keningau, Sandakan, 


Tawau, Labuan. We want to convert 
whatever we produce into processed 


| goods for export. The problem is our 


people. They are not convinced that rural 
industries will give them a livelihood. 
They would rather just go fishing or work 
for the government. 


You have a policy of кайкы E 
=a 
VOSPER — 


Public Limited Company 
Financial results for the year to 31 st October 198 





Turnover 


Profit before Tax 
Shareholders earnings 
Retained profits 
Earnings per share 
Dividends per share 
Shareholders’ funds 


There аге two reasons | 


; [Also] we are cutting more timber 











1982. Even with inflation and | igh 
of production, the price of logs is s 
sonable and we аге still making m 


ricultural land clearing апа. | cathe 
burn it we export it. 





Are you satisfied with the level of 
investment coming into Sabah, bot! 
forestry and industry sectors? 

Yes. L think we have got too mi 
have now stopped issuing sa 
— there ате so many sawmills 
now. More wood complexes are 
established, and quite а few propo 
still being considered, includin 
Chinese and Japanese-investo! 






















You have gone for 100% Sa 
equity in the sponge-iron and 
projects, with no foreign p 
all. Is that official policy i in the 
sector? : 

No. The policy isto gofor joint v 
if possible. But when you cannot a 
terms and conditions, yo have 
alone. | 





In the past, the magne t of si 
bodies like the Sabah Land Dev 
Board [SLDB] and the Sabah Ра 
has been strongly: criticised. R 
other organisations were warned 
prove their management or risk 
closed down. Are there any sj 
agencies that you are pla ning t t 
ture or wind up 
То start with, we are talk 
eral government to decide whi 
га federal responsibility 
Ours. We do not want to dup 
tions]. We were originally plan n 
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X-Turnover up by 40% 

3¢ Margin adversely affected by 

costs of developing new products 

ЭС Earnings per share up by 11.6% 
= 9€ Dividends for year up by 25% 





-X- Nationalisation compensation 
submission to European Commission of 
Human Rights declared admissible; This 
is a major step forward. Commission: 
considering merits and in due course w 
conduct friendly setti ement nego tions. 


PB. SUBSIDIARY OF DAVID BROWN HOLDINGS LIMITED 















ions of the federal government": Na- 









e problems have been coming out 
1981 because we have reduced ex- 
diture and become more strict. Before 
"the situation in Sabah could be 
ed to buffaloes that had been fenced 
for years. When Berjaya came to 
fer, we removed all the fences and the 
aloes [came] milling around. 

‘or five years I said to myself: “If you 
nd less and if you are hard on people, 
ninthe 1981 elections the Usno [United 
ah National Organisation] crooks will 
е back to power." But after 1981; 1 
+ "Enough." I appointed internal au- 
rs [and] I introduced village bulletins. 
very house ina village is given a piece of 





e paid. The villagers somehow man- 
toget the bulletins photocopied: and 
. back to me or the anti-corruption 
with their remarks at the bottom. 











lanting grants, subsidies, old-age pen- 
- must be published. Corruption in 
abah is definitely being reduced. - 





[poverty is still widespread in Sabah. 
What measures are you taking n to rediti 
the state’s wealth? 


| ECONOMIC Mi 


наш? s economy: thas continued to 
contract in past months with recently 


ber 1982 showing that gross domestic 
uct fell a heavy 1.4% after a marginal 
396 rise in the September quarter: Fig- 
for the March quarter are expected to 
onstrate a further fall in GDP, given 
dramatic slowing of economic activity. 
January and February. 

recovery may occur later in the year, 
igh to a large extent this is contingent 
rural areas receiving further rain falls. 

cent heavy falls have enabled wide- 
réad plantings to take place, especially 
rains, but good follow-up rain will be 
needed. A recent assessment by the 
Bureau of Agricultural Economics has 
forecast that the real net value of rural 
production could rise by as much as 75% 
above the low level of 1982-83 to A$3.5 
billion (US$3 billion). 

Inflationary pressure is also building up 
as a result of the rain, since a number of 
farmers have held-cattle back from market 


for economic growth here, the overall out- 


onal Padi and Rice Authority, and sec- 
nd because of bad management. All 


listing all the government projects . 
istrict, the name of the contractors, © 


rything we give to the villages now — . 





leased figures for the quarter to De- | 


| workforce, 





sales which will see beef prices rise sub- ^ 
antially. But while there may be impetus“ 


соте is far from certain. Production levels 


ernment projects for planting. wood 








tan or soya bean to generate incom 
purposely pay the villagers M$50-1 
acre per year to induce them to take part. 


The government becomes the tenant, the. 


villagers become landlords. We open the 
land for them, clear the ground and then 
plant. | 

The idea is to transfer technology to 
these people. We also have.a rural credit 
agency, though that was partly abused, 


anda marketing agency, but even that was ` 


swindled, What we need is political will, 
among. the village. community. leaders, 
among the political leaders, among the 
people — a will to improve themselves, a 
will to work. 


One problem that seems to be hindering 
economic. development ів. Sabah is the 
shortage of labour, both in terms of the 
numbers of workers available and in terms 
of the skills they possess. In certain sectors 
of tlie economy, the workers are over- 
whelmingly foreign. 

The Filipinos are construction workers, 
and the Indonesians are agricultural work- 
ers. Not only on the large estates. Even 
smallholders in the villages employ Bugis 
or Timorese to tap their rubber-or grow 
their cabbages. Our people are: getting 
lazier and lazier. We have this migration 
fund within the state, financed by the fed- 


have fallen sharply and unemployment 


-has continued to rise. While the Austra- 
Жап Bureau of Statistics estimates that un- 


employment is standing at 10.7% of the 
there are other (probably 
more accurate) indications that it could be 
as high as 12%. 
° Seasonal factors will have seen un- 
employment levels rise through  De- 
cember and January, owing to the number 
of school-leavers looking for work. This 
will place added pressure on the overall 
budgetary deficit, which is now likely to be 
A$4.6 billion for the 1982-83 fiscal year, 
ending in June. From the December quar- 
ter figures, it can be seen that inflation is 
running at an annualised rate of 11%, 
compared with 15.3% recorded in the 
September quarter’s ^ consumer-price 
index figures. 

A dramatic slowing in the pace of wage 
rises is likely to see the rate of inflation re- 


strained during at least the first half of - 


1983. However, inflationary. pressure. 
stemming from the recent devaluation of 


the Australian dollar is the key danger 
‘area. The government initally devalued 
the dollar by 10% on March 8, though 
there have been some small revaluations J eee 





| Our immigrant workers 









If; you send them by plane, two reeks later 
you see them back in the sz 








not. just 
Filipinos and Indonesians, either, but also 
people from Peninsular Malaysia’ ‘апа 
Sarawak. Half of our lorry drivers are 
from the peninsula, and in Kota Kinabalu 
80% of the coffee-shop workers’ are 
Chinese from the peninsula or Sarawak, . 

The federal government and the: state 
government have thousands o 
but when they advertise the 1 s 
which attract a lot of applications ftom 
school-leavers are in the fire brigade and ., 
the library service. What they like about 
the fire brigade is the uniform. With lib- 
raries it is the thought of sitting down all 
day in an air-conditioned room. 




















































| Now that the recession is finally catching 
‘up with Sabah, do you still feel that be- 
longing to Malaysia gives you overall 
economic benefits? 

c Yes, E.think so, overall. The federal 
government spends more on Sabah than it 
collects in revenues from the state. I think 
everybody is happy and I have not heard 
anybody saying - that independence 
through Malaysia is not.a good thing for 
Sabah. In fact the feeling is that the fed- 
eral government should make its presence 
felt more. They t ignore us because 
“we ate far away.” rg ü 


























since then; so: that the wale we cied 
index, which was lowered 10%: to 73.3, 
has risen to 74.1 now. 

The devaluation: was due almost en- 
tirely to.a rush of speculative funds out of 
Australia because of concern in some 
quarters about the. prospect оѓ а Labor 
Party victory at the recent federal elec- 
tions. There was certainly no pressure to 
devalue becáuse of any weakening of the 
balance of payments, since in the eight 
months to February 1983 the trade ba- 
lance showed a deficit of only A$559 mil- 
lion, well down from the A$2.1 billion de- 
ficit in the previous corresponding eight- 
month period. The Reserve Bank of Aus- 
tralia has estimated that the capital out- 
flow in the five weeks prior to the federal 
election totalled A$3.03 billion.  . 

In the December quarter, capital in- 
vestment fell 3.7% on top of a 7.196 fall in 
the September quarter, while private non- 
dwelling construction. slumped 12.6% 
during the December quarter, with dwel- 
ling construction falling almost: 4% . 

Further falls during the March quarter 
are anticipated, though: it would appear 
| that the recession is: very close to bottom- 

ing out. However, few are expecting a. 
quick recovery, since this will depend to a 
very large extent ona substantial improve- 
ment in the. healthy of the United States 
"BRIAN ROBINS _ 




























The world’s largest single-piece steel jacket 
goes to Magnus Field on schedule. 





Two and one-half years ago, British Petro- 
leum awarded the contract to Brown & Root- 
Wimpey Highlands Fabricators to construct 
an offshore production platform for its 
Magnus Field in the North Sea. 

On March 27, 1982, the 40,000-ton steel 
jacket was handed over to the tow-out con- 
tractor — on the day set when the contract 
was signed more than two years earlier. 

Construction of the self-floating steel 
jacket took place in the Brown & Root- 
Wimpey Highlands Fabricators’ Nigg Yard in 
northern Scotland, where the work force 
peaked at 2,500 employees. Despite difficul- 
ties such as extreme weather, critical time- 
tables were adhered to throughout the con- 
struction period. In fact, very few yards can 
claim such good records. 

The 695-foot Magnus structure is the tall- 
est ever ordered for the hostile environs of 


the North Sea. Upon completion, the entire 
platform will measure 1,020 feet from base to 
flarestack (nearly as tall as the Empire State 
Building). The mammoth structure was 
designed to be secured in 610 feet of water 

and to withstand 100-foot waves and 100-mile- 
per-hour winds simultaneously. 

Call Brown & Root-Wimpey Highlands 
Fabricators for your next project. No matter 
how large, it, too, will be completed on 
time, on budget. 





And Associated Companies 


lj A Halliburton Company 
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shaping the growing 
economic, financial and 
political power of Asia. 


The phenomenon of growth in the largest concentration of top people in Asia. 
Far East is no secret. The Far Eastern Economic Review. 
It is constantly discussed and analysed You can compare circulations with 
from the universities to the public media to other magazines but that would be misleading. 
corporate boardrooms throughout the world. ^ Because while some of those publications may 
Yet, it often goes unnoticed that be reaching Asians at all levels, only the Review 
Asia's economic miracle would have been goes straight to the top, and only to the top. 
impossible without remarkable leadership. The Review forms a vital bond of shared 


Not just political knowledge in a region 
leadership. But leader- Talk to them through that is geographically 
ship at every level of each “the Review.” and socially fragmented. 

a 


society in the region. The people So naturally, it is indispensable for 


who are shaping the future in the countries anyone needing a consistent, reliable source of 
of ASEAN, in Japan and Hong Kong are in-depth information on Asia. 
businessmen, bankers and community leaders The Review is the cornerstone of Asian 
of rare quality. campaigns, placed by serious-minded 
Yet leadership in the oriental world is advertisers marketing quality products and 
not the strident, high-profile performance we services. They know that in the Review their 
are used to in the West. messages are well received throughout the 
These are subtle, sophisticated men who — region by the most influential group of 
often prefer to know rather than be known. leaders in business, finance and government. 
In order to talk to Asia’s powerful The people who control Asia’s growth. 


decision-makers, you first have to find them. 
Fortunately, your task is a lot easier 
than it may seem. 
Because there is one publication, and 
only one, that consistently reaches the 





FAR EASTERN I ECONOMIC 


l'EVIEW 


For Advertisers who take Asia seriously. 








96% of Review subscribers are in business, the professions or government. 
6196 of those in business are presidents, chairmen or board directors. 
8296 of those in government are in senior posts. 

6896 of Review subscribers have household incomes over US$30,000 


(Source: Project Parade 81 conducted by INRA.) Data from Asian Profiles III available on request. 


For further information, please contact 
The Far Eastern Economic Review, 181-185 Gloucester Road, 7th Floor, Centre Point, P.O. Box 160, Hong Kong. Tel: 5-734301; Telex: 62497 


MINOLTA 


My boss told me to put this ship in this bottle. 


Let us introduce you to a new 
concept in office paperwork manage- 
ment. The next time you're faced with 
a thorny copying problem, turn to the 
Minolta EPSOORE. It can turn this 
young lady's problem into a boss- 
pleasing opportunity. 


Using the EPSOORE's enlargement 
mode, simply enlarge the A5 bottle to 
A4 and set this copy to one side for a 
moment. Now reduce the A3 ship to 
A4 using the EPSOORE's reduction 


See the EP3OORE ot these Minolta subsidiaries and distributors 


Taiwan: Aurora Corporation 8th Floor 
Pho 563-9971 

Hong Kong: Minolta 

Phone: 3 








ng Kong Lid. 67-7 
76051 
a Singapore 
е 0718 Phone 











Singapore: Minolt 





3365441 
Malaysia: City 
Phone 
Technic 


Phone: 391-0215 


Thailand 


No. 148, Sung Chiang Road. Toipei 
Chatham Rood South, Oriental Centre, Kowloon 
1d. 110, Middle Road, # 07-01, Chiat Hong Bldg 
sting Sendirian Berhad Lot 3, Jaion 223, Petaling Jaya, Selangor 

6 


5 
Supply Co., Ltd. 1808-1812 Kasemrat Road Klongtoei Bangkok 10110 


How сап 1? 


mode. And then reduce this сору one 
more time while using the ЕРЗООВЕ'ѕ 
built-in manual feed table to feed 
through the bottle copy face up. 


You now have your ship-in-a bottle. 











MINOLTA CAMERA CO. LTD. Business Equipment Division, 30, 2-Chome, Azuchi-Mochi, Higashi-Ku 


Indonesia: PT 





2475, 682476 








Auckland 3 


Philippines: TOPROS Inc. Topros Bldg. Banawe Cor. Atok St., Quezon City, Metro Manila 


Phone: 40-49-21 


Perdana Nirwana Abadi Co. 678, Л, Krekot Raya, Jakarta Pusat 
ms Pvt. Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi-110019 





You've done it in a few easy steps, 
and in less than a minute. When you 
take it back to the boss, you can also 
take full credit for superior copy 
quality, as the EP3OORE's Micro- 
Toning System provides incredible 
copy quality, even reproducing 
, halftones with a sensitivity and 
consistency unknown to most 
other plain paper copiers. 
Neat and easy with the 
EP300RE, wasn't it? Phew! 


EP300RE 


Оѕока 541, Jopan 


Phone 


172-609 


quipment Ltd. First Floor, Nelson Chambers, 1. 1. Chundrigar Road 

3.P О. Box 680, Karachi-1 

Bangladesh: Brothers International Lid G.P.O. Box 767, Adamjee Court 115—120 

Montijheel C.A, Dacca 

New Zealand: Viko Holdings Lid. MSI Bldg. CNR Khyber Pass and Nugent Str. P.O. Вох 220 
Phone: 796-294, 796-295 

Australia: Océ Copying Equipment Pty Ltd. 89 Tulip St., Cheltenham, Melb. 3192 


Phone: 210146 


Phone: 232293 


Phone: 584-1011 





The best 
example 
of Swedish 
reliability 
since the 

Volvo. 














The Sparbankernas Bank of efficiency, style and the ability to 
Sweden is now operating compete and succeed in world 
internationally under а new name- markets. All at your service through 
SWEDBANK. our comprehensive range of 

And reliability is simply international commercial 
one of the qualities we banking services. 
have in common with one of And all highly relevant 


Sweden's most famous А. to your business. 
products. - For full details, contact 


Some of the others: us at the address below. 


SWEDBANK 


AME: SPARBANKERNAS BANK 





Sweden has an excellent name for International Banking. 


Head Office: S-105 34 Stockholm, Sweden. Telephone: 08-762 1000. Telex: 12826 SWEDBNK S 
Representative Office: 7 Birchin Lane, London EC3V 9BY. Telephone: 01-283 1836/7. 


VALIN POLLEN 


Anthony Rowley 





imperial designs of the Overseas Chinese 


e BUILDING Hongkong-based finan- 
cial empires is getting to be a popular 
game among Overseas Chinese entre- 
preneurs from Asean. No sooner has In- 
donesia’s Liem Sioe Liong staked his 
claim (REVIEW, Apr. 7) than the Kwek 
(or Quek) family which runs the Hong 
Leong financial and industrial conglo- 
merate in Singapore and Malaysia is 
showing its hand. 

The first move in the game is to find a 
listed shell company. This the Liems did 
with Shanghai Land and the Kweks are 
doing by acquiring one with the less 
romantic name of Marsworth. They then 
plan to inject various Hongkong finan- 
cial assets into this (including their 
majority stake in the Dao Heng Bank) 
and rename it Hong Leong Co. The 
Kweks should end up owning 50-60% of 
Hong Leong Co. leaving the rest for 
public subscription. 

What gives these vehicles appeal to in- 
vestors (as witness the Liems’ First 
Pacific group of companies) is the mys- 
tique attached to ‘wealthy Overseas 
Chinese in Asean, especially for expat- 
riate fund managers who know Hong- 
kong better than they know the region. 
Carrian was the archetype and when it 
unravelled there was unfortunately little 
sign of its supposedly mega-rich proprie- 
tors. The Liems and Kweks are differ- 
ent, of course, but as with First Pacific it 
would be wrong to see Marsworth/Hong 
Leong as an automatic way into the 
Kweks’ Singapore/Malaysia stable of fi- 
nancial, property-development, hotel, 
construction, manufacturing and trading 
interests. 

Specifically what is going into 
Marsworth is the Dao Heng Bank (ac- 
quired last year from Grindlays Bank 
and majority owned by Hong Leong 
Overseas (HK) and investment clients of 
European investment house Lombard 
Odier & Compagnie) together with Dao 
Heng Finance and Dao Heng Interna- 
tional. Marsworth . will also acquire 
Hongkong-based Hong Leong Enter- 


prises, whose interests embrace 
stockbroking, finance, insurance. and 
trading. 


Marsworth/Hong Leong shareholders 
may, however, get a whiff of the Singa- 
pore/Malaysia action through inter-ac- 
tion among these various Hongkong- 
based activities and the Kweks’ finance 
companies in Asean — notably Singa- 
pore-listed Hong Leong Finance and its 
subsidiary Singapore Finance, as well as 
Hong Leong Credit in Malaysia. Dao 
Heng Bank, with assets of HK$4.8 bil- 
lion (US$716.4 million) also has a re- 
gional spread of trade-finance business. 

Just what is behind this sudden rash of 
Hongkong empire-building is not al- 


FAR EASTERN ECONOMIC REVIEW e APRIL 14, 1983 


together clear. There is political and 
economic uncertainty for Overseas 
Chinese in Malaysia as much as in In- 
donesia — but so there is in Hongkong. 
There may be an element of me-tooism, 
but equally it may be that Hongkong 
merchant bank Jardine Fleming — a 
common factor in the Liem/Kwek/ 
Hongkong equation — has simply done 





a good job in selling the idea of ready- 
made shell company-based offshore fi- 
nancial empires for Overseas Chinese. 
Certainly Jardine Fleming has got the 
production of Hongkong shell com- 
panies down to a fine art. It found one 
existing shell and spun off a new one 
(Jafpac) for the Liems, and it was behind 


the preserving of the quotation under 
the name Marsworth when Smart Shirts 
sold its assets (but not its listing) to the 
United States group Kellwood. 

The Kweks will (via a HK$24-a-share 
cash takeover offer by Hong Leong) pay 
Mrs Yao Liu Po Ching and other 
Marsworth shareholders some HK$7 
million for control of the shell, which 
is about the going price in Hong- 
kong for such vehicles. Marsworth will 
then pay for its Dao Heng/Hong Leong 
assets in new shares and cash, to be 
funded partly by a rights issue. 

Jardine Fleming can take credit for 
persuading the Liems and the Kweks not 
to hide behind nominee names, as the 
proprietors of Carrian did when that 
company was launched on the public (by 
Wardley). But the very naming of such 
proprietors can in a sense create a false 
market. Hongkong investors, anxious 
(as Jardine Fleming says) to diversify out 
of the  property-dominated local 
stockmarket, may easily run away with 
the idea that they are buying into an 
Asean situation. A note in the issue 
prospectus indicating the policy of the 
Asean government concerned towards 
the injection of domestic assets into 
offshore holding companies would leave 
subscribers under no illusions. 





© WITH 1983 now in its second quarter, 
the caution expressed in the re to 
put your money feature this year 
(REVIEW, Jan. 6) does not look mis- 
placed. The US dollar has again proved, 
as suggested then, "strong on demand if 
not on fundamentals." The dollar is 
harder now than it was three months ago 
against almost all major currencies and 
virtually unchanged against the yen. 
There is no reason to expect this pattern 
to alter in the next three months. 

If anything, the decline in US short- 
term interest rates looks likely to reverse 
soon with a rise in the discount rate, as 
Chase Manhattan Bank's International 
Advisory Committee chairman David 
Rockefeller acknowledged in Hongkong 
recently. That would take more interna- 
tional money — already nervous of leav- 
ing the safe haven of US dollar deposits 
for too long while recession lasts — back 
into short-term instruments and money- 
market funds. That could abort the re- 
covery in the long-term bond market and 
draw money out of booming stockmar- 
kets in Asia and elsewhere. 

This is good for US dollar investors — 
but only on a short-term and narrow 
view. International portfolio invest- 
ment, freed of exchange controls, has 
had its most obvious unsettling effect on 
exchange rates and stockmarkets. But 
there are more insidious effects. Access 





Rockefeller: reversal likely. 


to US money-market funds which disin- 
termediate the banks is probably con- 
tributing as much as budget deficits and 
inflationary expectations to the persis- 
tence of high interest rates. 

There is a rub-off effect from the short 
to the long end of the yield curve, and 
US domestic loan demand for capital in- 
vestment is being aborted as a result. 
The world economy no less than that in 
the US will not recover until this vicious 
circle is broken. High financial returns 
and real economic prosperity are incom- 


patible. 


‹ 


СОМРАМІЕЅ 


Boys отоу onc 


The Keswick family re-establishes its niche at Jardine Matheson 
which, with its twin, Hongkong Land, faces difficult times 


By Christopher Wood 

Hongkong: A reshuffle at the top of Jar- 
dine Matheson, announced on March 30, 
marks the restoration of Keswick family 
influence but also reflects, in the view of 
local analysts, a lack of management 


depth at the hong. Instead of meritocratic, 


promotion from the ranks, or the hiring of 
professional expertise from outside, Jar- 
dine has opted to make Simon Keswick, 
younger brother of former taipan Henry 
Keswick, chief executive after the com- 
pany’s June annual meeting. 

Under a gentlemen's agreement, as 
forecast (Shroff, REVIEW, Mar. 31), Jar- 
dine's current taipan, David Newbigging, 
will relinquish the position of senior man- 
aging director but will retain his chairman- 
ship of the company for a handover period 
— probably until June 1984. 

Meanwhile, Jardine's net profits were 


— below market expectations. At HK$708 


million (US$106 million) they were down 
2% from the 1981 figure of HK$723 mil- 
lion. But more significant was the increase 
inloan gearing to what Newbigging admit- 
ted was now an unacceptable level. This 
was the direct result of Jardine's share of 
the extraordinary provisions made by twin 


- company Hongkong Land to the tune of 


HK$544 million and the impact of that on 
shareholders funds (Briefing, REVIEW, 
Apr. 7). The two companies have cross- 
shareholdings and equity-account these 
holdings. As a result, Jardine's debt-to- 
equity ratio was up from 73% to 81% as at 
December 31. Jardine has debts of some 
HK$5.5 billion with an average maturity 
of three-and-a-half years. 

The hong still faces a financing burden 
which has been plaguing it ever since it 
paid for its costly 35% holding in Land in 
1980. Analysts now say that Jardine in- 
terests dictate a dismantling of that con- 
nection or, perhaps more likely, a merger. 
This would allow a rationalisation of man- 
agement, an area in which neither com- 
pany is overly strong, and greater flexibil- 
ity as regards meeting group debt. Jardine 
could, for example, borrow against Land 
assets. 

Land has a more modest gearing, espe- 
cially for a property company, of 76%. 
Both Newbigging and Simon Keswick de- 
nied any such plans were in the offing “for 
the moment" though Newbigging did say a 
*high priority" was to get Jardine's gear- 
ing down to about 50-60%. With Keswick 
interests now holding the executive rein, 
that could well mean a reappraisal of the 
Land connection, though. Keswick at- 
tempted to disarm such theorising by as- 
serting that he was “very positive" for the 
future of the cross-shareholding arrange- 
ment. 1 
Despite the absence of a much- 


76 


rumoured Jardine rights issue, market ex- 
pectation of some form of fund-raising 
exercise will persist. The choice not to go 
to the market at this stage was probably 
the right course. Later in the year, with 
more concrete indications of a United 
States recovery spilling over into the 
Hongkong economy, is likely to prove a 
better time in terms of investor response. 
But for now both Jardine and Land (which 
faces negative cash flow in the next few 
years) remain extremely vulnerable to any 
up-tick in US interest rates. 












bullet and make sweeping provisions and 
a dividend cut for what can only be de- 
scribed as a disastrous year. In his capacity 
as chairman of Land, Newbigging admit- 
ted that the full extent of the downturn in 
the property market had not been fore- 
seen at the time of his interim statement in 
September 1982. But within a month or 
so,  Land's ill-chosen joint-venture 
partners, such as Carrian and Eda-related 
companies Aik San Realty and E Wah 
Realty, had admitted to severe liquidity 
problems. 





s a result, Newbigging said he took a 

decision last November to adopt a 
conservative approach and make prudent 
provisions. The result is a 1982 year-end 
net loss for Land, after extraordinary 
items, of HK$514 million, compared with a 
HK$2.16 billion profit recorded in 1981. 
Provisions were made for "possible termi- 
nation of development projects and 
against interests in associates" of HK$1.9 
billion — an indication of just how badly 
Land has been burnt by its aggressive ex- 
pansion. 

For the moment, the need is for consoli- 
dation and conservatism. Stressing this, 
managing director Trevor Bedford admit- 
ted that it was going to be some time be- 
fore any significant strengthening of the 
property market occurred, while in the 
meantime Land had two or three years' in- 
ventory of developments to get on with. 
Newbigging said that in his view the local 
property market would see “no significant 
upswing for at least two years." 

In the absence of further fund raising, 
either equity- or bank-financed, Hong- 
kong Land may have to look to sell more 
assets — perhaps overseas property and 
Hongkong property outside Land's core 
holdings in Hongkong's Central District. 
Another sale option is the 34% stake in 
utility Hongkong Electric. The recent sale 
of the 34.8% stake in Hongkong Tele- 
phone for HK$1.4 billion (REVIEW, Apr. 
7) came, according to Land management, 
like *a bolt out of the blue." 

Apparently, neither Land nor its mer- 
chant bank Jardine Fleming initiated the 
sale to Cable and Wireless. Rather, the 
offer came from a mysterious third party, 
an "institution," with the deal being sewn 
up in a matter of some 10 days: Land also 
said that in view of the fall in values in 
1982, it was decided to review all its prop- 
erties at year-end instead of the usual one- 
third of the portfolio, though it was not 
disclosed on what basis these valuations 
were carried out by the independent val- 
uer. 

For both Jardine and Land, the theme is 
one of retrenchment and concentration on 
cash flow and their recurrent-earnings 
base — in Land's case executives must be 
looking back with a certain nostalgia to 
the days when the company was content to 
confine itself to its traditional role as a 
glorified rent collector. But with fund- 
raising rumours likely to persist, both 
companies are unlikely to avoid the con- 
tinued glare of publicity, most of it ad- 
verse for their share prices. 
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Hongkong Land 


iy Farm raft up 18% 
to HK$153 million. Hotels 
^... operating profits up 30% 
€ Pau 8 million. 





ady for Renewed Gr wth — 
ith provisions made, 





1982 1981 1982 198}. 
HK$ million НКЕ per share 


Group profit after taxation 
and minorities . 1,038 1.429 49 68 


Extraordinary items 


Profits on sale of long-term 
investments and 
investment properties 


Provisions for possibie 
termination of 
development projects 
and against interest in 
associates 


Total {foss} profits | 2, i 3 _ 24) i 03 





Dividends 


Ordinary — Interim 
— Final 


— Tota 
A Special dividend of 6¢ was Said in respect of the year 1981 
Shareholders Funds* 20,329 19528 $9.49 $9.16 
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The day the Scales Fell 


A leading Hongkong broking figure loses his registration amid 
allegations that he sold clients’ shares without authorisation 


By Chistopher Wood 

Hongkong: In an uncharacteristic bout of 
regulatory fervour, Hongkong’s Commis- 
sioner for Securities Robert Fell has re- 
voked the registration of Peter Scales, the 
chairman of the Hongkong Commodity 
Exchange, as a dealer and investment ad- 
viser in securities with effect from April 1. 
The penalty, the stiffest the commissioner 
could have chosen — he'could have opted 
for a reprimand or suspension — concerns 
an alleged wholesale disposal of clients’ 
shares for which no general authority was 
given. 

No mention was made of Scales' com- 
modity-based activities. His future as 
commodity exchange chairman, however, 
now looks to be in serious doubt. Scales 
has said he will appeal, claiming that he 
was only acting within normal Hongkong 
practice on clients’ discretionary ас- 
counts, 

The March 30 statement from Fell, a 
former chief executive of the London 
Stock Exchange, refers to a business ar- 
rangement with a third party whereby 
clients’ shares were passed to the third 
party and sold with Scales' full agreement 
but "without sufficient safeguards or 
adequate check that the third party would 
be in a position to honour the basic ele- 
ments of the arrangement." The proceeds 
of the sale were then used for the “running 
of" Wustock Brokers, wholly owned by 
Scales and his wife May Wu Scales, and 
were not accounted for to individual 
clients when their securities were sold. 

Adding thatWustock's customer agree- 
ments did not give a general authority for 
what was “in effect the wholesale disposal 
of securities," Fell ruled that the "indi- 
vidual and separate interests of clients 
were not taken into consideration in any 
material way." Mrs Scales has had her re- 
gistration as a dealer in securities sus- 
pended and Wustock's own registration 
has also been revoked. 


Fell's blow, which Scales described as a 
“bombshell,” came after a series of stories 
in a local financial newsletter, Target, de- 
tailing what was to prove a costly arrange- 
ment between Wustock and Kai Fu World 
Finance, part of the Mongkok-based Kai 
Fu stockbroking and commodity-trading 
group wholly owned by William Wong. 
Scales and Wong have both now issued 
writs against each other. 

The relationship between the two began 
in October 1982 at a time when the 
stockmarket was depressed. At that time, 
Scales had shares of Wustock clients 
worth about HK$21 million (US$3.1 mil- 
lion) deposited with various banks to se- 
cure overdraft facilities of about HK$16.5 
million — an accepted practice among 
local stockbrokers. Under the Securities 
Ordinance, brokers are allowed to borrow 
from banks using clients' shares as collat- 
eral but only with the specific authority of 
clients. 

They are not, however, allowed to sell 
clients’ securities to raise money. This is 
the point at issue in the Scales' case. Dur- 
ing a period when the market was falling, 
those shares of Wustock clients were 
transferred to Kai Fu which sold them in 
the market, according to authoritative 
sources. However, as the market rallied 
from the beginning of December, Wus- 
tock's clients' shares had to be bought 
back at a loss. By this time mistrust had 
developed between Wustock and Kai Fu 
and the relationship was terminated on 
January 13. Scales has issued a writ against 
Wong for the return of HK$14.6 million 
worth of securities, and Wong is in turn 
claiming HK$27 million in damages from 
Scales for claimed breach of agreement. 

The authorities' view of this episode is 
that Scales was using the sales proceeds 
from clients’ shares to provide working 
capital for his cash-strapped brokerage 
business. In depressed market conditions, 





Scales; Кей: а bombshell. 
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` The group has again achieved record results with 
ofits exceeding HKS1 billion for the first time. 


The consolidated balance sheet reflects a very ids S 
osition ' with gearing reduced to a low 15%. 


The proposed final dividend is 30 cents per share, 

ng 1 total of 45 cents for the year, an increase tor, 

%0. Puy 

: Although the group faces Ww d Gêhaitioni i ins 

апа profits will be well below 1982 levels, thegroup — 
ona very sound. footing and will strongly. emerge When 5d 
onomic conditions i improve. : 
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есаѕе of Kai Fu, the. xa edi 
the form of a general partnership, 
ven signatory rights to all 
unts. This could well have 
ged an eventual merger or takeover 
Vong. For Wong, Wustock would 




















a | any complaints from clients, ani 


transaction in which Scales 
termediary. P a 
` “Ata press conference called a day aft т 
the annotincement, Scales and his wife 


the shares were sold and that there had 
been an arrangement with Kai Fu for a 
"trial period" of three months, Scales said 
that last autumn the market was facing ex- 
ceptional circumstances and that Wustock 
had taken steps to “protect” its clients. He 
now realised that the link with Kai Fu was 







strongly refuted the Securities Commis- .. 
sioner’s. allegations, But admitting that | 






- been made available, creating ‘additional 


|. age of Wustock’s total stock book was sold 


clude the. earnings in taxable business in- 
“come — and many companies keep stock 






Jave of the future 


Taiwan market — soon to open indirectly to foreigners — 
'ges ahead as investors look for economic recovery 


stock purchases have actually been made 










ndrew Tanzer | 
sustained bull run has sent the 
ed price index of the Taiwan Stock 
inge spiralling up 200. points, or 
50% , since late January. On April 2 
dex stood at 637.88, its highest point 
x mid-1979. This is despite the fact 





















irters of 1982. ‘Even 80, stockmarket 
lysts hold out the possibility that the 
ce index may soon eclipse the all-time 
ord of 688 set in October 1978. — 














| gathered 

tum with each fresh report of im- 

ring business conditions. In quick suc- 

sion, investors heard that the economy 

he United States (Taiwan's biggest ex- 

market by far) was perking up, that 

's export orders were turning up, 

| prices would be cut, that the gov- 

ent was raising projections of real 

growth and that interest rates 

continue to fall. In the past, bull 

ets have preceded. general economic 
eries in Taiwan by six months. 

е period before the Lunar New Year 
ime when individuals and companies 
"aiwan pay off. debts and stockmarket 
ing tends to be listless. This year was 
ption, as market volume fell to 
2-300 million (US$5-7.5 million) on 
ays prior to the holiday. 

start of the.new year investors 
for places. to put their money. Fol 
ing ek 18-month slump in share price 




























dy 
session brought a volume record. The 
NT$2.95 billion turnover on March 31 was ` 
+ the highest in the exchange's21- RE 


2 the stockmarket's. attractiveness. 


` Shares have become the investment of | 
|- preference. The property market, which - 
boomed in 1978-80, is still flat Бесацѕеоѓа - 


glut of residential and office space. The 


government has introduced several. mea-- 


sures over the past few years to dampen 


“speculation in property. One step in- 
creased taxes on earnings from selling + 
¿property dramatically, by.raisi 





ing publicly 
assessed property prices to market lev ls. 


Falling interest rates have also added to 


4.75% a year and time deposits 8.5%. 


According to local press accounts, the 
net gain in deposits in postal savings ac- 


counts in March was-only NT$3.4 billion, 


compared to a monthly average of NT$6 
billion over the past year. With interest 
rates low and still falling, savings are pour- 
ing out of banks, postal accounts and the 
private lending market into the stock- 
market. 

Individual investors have. traditionally 
dominated the stockmarket, and the cur- 
tent bull run is no exception. According to 
Securities and Exchange Commission 
(SEC) statistics, іп 1981 individuals. ac- 


| counted for 54% of stock holdings Бу 2 
| value and more than 95% of trading vol- | | 
{ ume. C. S. Wu, vice-president of Kai Ta | | = 
. | Securities Со:, a major stockbroker, rec- 
y | kons the ratios are somewhat different. 
| In an economy dominated by family-run 
enterprises, the distinction between indi- 


viduals and companies. is often blurred, 
for tax reasons — individuals. do not pay 
capital gains, tax but companies must in- 





Fe Hwa бесш Finance Co., 






On: 
| March 16 bank interest rates were reduced ` 

by 0.5 of a percentage point, the ninth || . 
| consecutive cut since August 1981. Rates | ]- 
| are now at their lowest levels in Taiwan's 
"history. Passbook savings deposits pay 


he had been able to meet 







ion ‘through press articles. 
Asked about Wustock’s present finan- 
al position, Scales said credit lines had 





funding. This is thought to.be to the tune 
of HK$15 million from a local registered 
deposit-taking company, Summa Interna- : 
tional Finance Co., of Indonesian origin. 
The question remains as to what percent- © 










accounts in the names of individuals. Wu 
estimates that in recent months 80% of 






by individuals and 20% by businesses... 
Wu says the average single stock pur- 


chase/he has handled during the current 
"bull run is sold after two weeks, implying 
that many speculators are coming to the 


market. Many stocks are bought and sold 
the same Чаў. Modest stockbrokers’ com- 
missions, which at 0.15% are said to be the 
lowest in the world, encourage such short- 
term speculation. The fact that dividends 
are distributed only once a year, generally 


during the second quarter, also makes the 
post-new year period an attractive time to 
Duy shares. 

By contrast, capital gains earned by indi- | 
{viduals investing in the stockmarket are 
:| tax-free. 


the 
stockmarket’s only specialist financing 
firm, has had a handi in the market! $surge. 















. WEIGHTED | 












































while pooling of shares might be : 
it was certainly not normal prac- í 
fchents’ stock without account- change ѕ licence, now up foi 
, quesi 14d to e 






© СА former deputy chairman of diver: 
sified local company Wheelock Marden, 

Scales started his present brokerage busi- 
ness in 1977. He has lived in Hongkong for 
more than.30 years. Scales may now have 
to step down as chairman of the commod- 
ity exchange. This has had a somewhat 
chequered history in its five years of oper- ` 
ations (REVIEW, Oct. 29, '82). In the past 
;year, the regulatory authorities have sus- 













rently found himself eu ‘of 1 million 
shares in a local blue-chip stock. For his 
part, Scales said that temporary arrange- 
ments would be sought to make sure that 
_ Clients were able.to deal with their hold- 
ings. 
_ Scales also contended that pool trading d 
Of bearer-type shares (which: һауе not 
` been registered in the name of the holder) 






Fell, meanwhile, holds that there 
connection between the affairs of the c 
modity exchange and his present асі 
Scales now has 28 days in which to à 
to a disciplinary committee consti 
under the Securities Ordinance If 1 
fails, he then has the option: ; 
Court appeal. 

























































below market in- - ; n igo Par oo 
ded from three to Eu 1 br 
ver, the SEC] | ~ | sere. 
put the margin deposit back to 40% to 
cool down the market. 








< At the start of the bull market, blue- ; 

chip shares were the most popular issues, : ps 3 {4 The Yen has appreciated. O 
. but buying quickly spread across the | | =/ fA AS E . .  . Prices ook set to fall, Is now 
. board (which lists 115 companies). Plas- | i E. Р ; ^ the time to get in? 

tics stocks, which are expected to benefit | s zd тамына adii 

from lower oil prices, have shown the SIN J OS tebe made now? — 

biggest gains. Since January, Ormosa Us: А: apone . Resilient and successful 

Plastic has risen from NT$14 to NT$25, | | j so 091 мев пом? o> 

Nan Ya Plastic from NT$12 to NT$21, E aust © бојом for So ong. 

USI Far East from NT$17 to NT$26 and КЕЙ Ирр 

China Gulf Plastic from NT$9 to NT$18. С | nO FAKED inveREST Mülti-currency fixed erest 

Machinery and textile. issues have Е: aA Ree hone ao e 


racked up the next-largest advances. Yue 

: Loong Motor has nearly doubled from |. 
қте to NT$19.50, partly because Nis- « 

san of Japan is expected to buy 15-20% of 
its shares in the near future. Yue Loong, 

- Which already has a technical-cooperation 


[DIVERSIFY YOUR INVESTMENTS 





agreement with Nissan, is expected to face The economic recovery so long anticipated is coming. inte: yours investment 
. a stiff test after cars begin rolling off the s strategically placed to take advantage? 
. assembly lines of a Toyota factory to be They should be and it's по use shooting in the dark. Personal Financial 

;' built on the island over the next few years. Consultants, Ltd can show you how to target international Opportunities. 

i The imminent launching of an offshore offer a personalized financial advisory service and a tange of investments i 
trust (REVIEW, Mar. 10) may also be giv- І the industries and regions likely to show growth during the coming prene 
ing a psychological boost to the market, renewed:economic activity. | 

1 though analysts say the effect is minor Come and visit us for a complimentary review of your financial situation І 
‘compared with expectations of economic We can show you where to aim to develop a balanced portfolio: 

. recovery. The initial issue of US$30 mil- | Eo E a E 
lion of beneficial certificates, targeted for | F 





June, will represent less than 1% of the Mi WH Glover of Mc D.T Wilkie 
stockmarket's capitalisation, but investors Persona Опасы Consultanta; 1e 
are already trying to anticipate in which - 
stocks the money will be invested. Given 
athe torrent.of money flowing into t 
'stockmarket now; some so Неў 
the market may be running e out of eam. 
that time 


1301 World Trade Centre, Causeway Bay, Hong Kong. 
Tet: 5-7908448 









Please send details of PFC Services. 








rom 1981 earnings of HK$723 million. 
Exchan е translation differences and. 
| ary items add further HK$173 million 
i and charges of HK$561 million respectively. 


Earnings per share. declined 4.396 to 
81-77. 


Г fected by: Hongkong Land's 
‘ofits and its substantial extraordinary 
provisions in respect of certain joint venture 
developments. ^ 


Turnover 


- producing notable i increases. 


Forecast: Growth i in. 1983 is expected to be 


for the year.) ` 
: | `“ moderate as Jardines will continue to be 


Hongkong Land. 








profits although good earnings were. reco е 
by the Engineering and Construction апа ~ 
Marketing and Distribution Divisions....... 














heec Mo aa 













international operations produced excellent ` 
profit. growth. with operations in South East - 
Asia, the Middle East and Southern Africa 





significantly infl uenced uy the performance of 















Profit. before laxo veo PW a a u^ 
-Tax zx ^3 А 


Profit after 1 tax 
Minorities 


2 Profit after tax апа minorities: M 





Net exchange translation differences 
Extraordinary items (Jardine Matheson Group) 
Extraordinary items (Jardines' share of Hongkong Land} 


Profit available for appropriation 









Unc (28) 






















4 Earnings per share* 
Dividends per share 





;** Adjusted far change ih issued share capital 


D.K. Newbigging - 


Chairman 





* Before net exchange translation differénces and extraordinary. items 


The 1982 Annual Report and Accounts will be posted to shareholders on TGth May, 1983. 






















ited a 1982 net plétion and к of the projects 


bu пега extraordinaries of HK$514 mil- 


now in progress, while continuing to pay 


$77 million) compared with a | close attention to the company's ba- 
billion achieved in | lance-sheet and funding requirements.” 


Net profi bef е extraordinaries 


er making an exceptional 


А final dividend of 12 HK cents a 
share was recommended, making a total 
1982 payout of 26 cents, a drop of 24% 


y) 
ion f HK$152 million against Let- | from the 34 cent ordinary dividend paid 
.B. land-exchange ‘entitlements. | 


Below the line, extraordinary charges 
ed HK$1.9 billion, reflecting provi- 


in respect of the possible future ter- 


in 1981. 

Twin company Jardine Matheson re- 
ported net profits before extraordinaries 
of HK$708 million (HK$723 million pre- 


tion of certain projects including | viously).. Exchange-translation differ- 


the Redhill and Miramar joint ventures, 
the latter with the Carrian Group. Set 
against this were realised extraordinary 


| profits of HK$348 million, principally 


om the sale of floors in the Star House 


Et ° Chairman David Newbigging said the | 
'; fullextent of the problems had not been | 
foreseen at the time of the interim state- 
ment in September 1982. But in the light 


. f= of subsequent developments it had been | 
. decided to adept a conservative ap- 


proach. In addition, all Hongkong prop- 
' erties had. been revalued, resulting in a 
|| net surplus of HK$3.92 billion being cre- 
+ dited direct to the capital reserve. The | 


company's main priority for the future | 


_ would be “to concentrate upon the com- 


Cheung Kong cautious 


~ Cheung Kong (Holdings), one of Hong“ | market's.condition. 


-kong's property-based giants, has re-. 
“ported a62% fall in its 1982 after-tax net- 


"profit to HK$525.6 million. (US$78.9 
milliga} -g excluding. extraordinary in- 
come of HK$ 

г were HK$1.17 billion but the company 
“set aside-HK$637 million against the di- 

,, minished values of its land and property 
‘holdings (HK$458.7 million against land 
held and HK$178.4 million against in- 


; ` vestment holdings-in other land-deve- 
: lopment firms). The dismal performance 
— together with a still-depressed prop- 


erty market — has led the company to 
adopt a more cautious stance this year. 





encesand extraordinary items amounted 
to a surplus of HK$173. million and 


charges of HK$561 million respectively | 


~~ HK$544 million of which came from 
the company's share of Land's net extra- 
ordinary charges as a result of its equity- 


река, "Cathay P. Рас! Cwi 
improve its operating 


' drop i in the fuel price : 


tory results, he said. Eina | 
52 HK cents рег А share, and 10. 
per B share have been recomm 
maintaining total annual payout 
1981 level. 


Saha Union turns 


| Saha Union Corp. 


quoted textile and | 


profit in 1982, a drop | 
from 1981. The is 


1. 1 billion to Baht 


same period.: 


accounted 35% holding. Gearing is up А 
from 73% to 81%. A recommended final. j- tile; 


‘dividend of 57 cents a share takes the |: 
total 1982 payout to 80 cents, maintain- |. 
ing the 1981 level after adjusting for the We 


June. 1982 three-for-20 free scrip issue. 
Newbigging said the company would be 


‘concentrating on the development of its |: , 
recurrent-earnings base and improve- | 
| ment of cash flow in line with the policy 


also to be >e pcsued by Land. 
— CHRISTOPHER WOOD 


.however, Li warned of a substantial fall | 
` lion. Sales of business machines, 
larly plain-paper copiers and wo 
| cessors, jumped 35.4% to comp: 


in group profits owing to the property 


Cheung Kong has ranintained its di- 
vidend of 70 HK cents a share, after dë- 
claring a final payout of 40 cents, while 
Hutchison raised its 1982 dividend by 
| 12.5% to 45 cents after a final payout of 
: 30 cents. —JOSE GALANG 


Swire takes a dip 


Net attributable earnings of Hongkong- 
based conglomerate Swire Pacific were 
down 17% at HK$600.7 million (US$90 
million) in 1982 compared with the 1981 
figure of HK$727,9 million. The dip re- 
flected lower earnings from property, 
though other. operations posted im- 








| automation equipment, was up 37. 9% 
-¥22 billion (05592 million) in calen 


1982. Total sales rose 23.2% to Y5811 1 


53.4% of total turnover. Howeve 


гсотрапу reckoned that the a 


increase would be about. 15-1 


impact of ће уеп» depreciation. сг 
subtracted: - 


For this year, Canon predi 


` 15% in profit and sales on €; 


of continued. strong de 
copiers and word processo: 
per share for 1982 was 
347.37 previously. T ] 
ап шка dividend of ¥1 


Chairman Li Ka-shing said the group | provements. Among firmsin the group's |. 


*. will continue to acquire sizable proper- 
ties but on a selective basis at realistic 
prices. 

Cheung Kong's diversified associate 

Hutchison Whampoa managed to ex- 


| pand consolidated net profit for. the 


„` same period by 21% to HK$949 million, 
| excluding: extraordinary income of 
HK$52 million. The gains were achieved 
some Len Daye results from Hutchi- 


| 


fold, Swire Properties had earlier re- 
ported a 60% decline in net profits to 
HK$316 million. Cathay. Pacific Air- 
ways’ results were up, reflecting con- 
tinued. profitability of airline operations 
and surpluses on the disposal of aircraft 
and equipment. The shipping, offshore- 
-services. and dockyard divisions all 
achieved substantial increases in operat- 
ing profits though the results of the trad- 


- | ing division were marginally lower than 


тай. "The укы 


, turned in a good per- | 


100 For. the current year, 


|inl981.- 


shy tated e ear Bluck was ca 


marked down by 9% to A$13.2 m 
(US$11.5 million) in the six mo 


venue from Australian: : operation 
amounted to A$283.5 million (и 


2.4%); its United States stores grosse 
-jUS$87.5 million (down 6%). Extra 
ordinary profits of A$3 million boosted 


overall earnings, including those of 
ciates, to A$18.3 million. The int 
vidend was raised to 10 A сеп sa 


орай the previous 7.5 cent 






















S i ١ 4 money y Bored i in PE the period to Apr. 4. Elsewhere. | 
uala Lumpur moved ahead arply to lift Fraser's Industrial Index to its highest closing in 
tly 20 months, while Eo in m was огоз depre, slack overseas interest. Most 
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et went wild: as money continued 





explain certain press statements which, they think, | . Aust. All-Ordinaries Index 
in from bank accounts and elsewhere. The | violate rules governing listed companies. Compared: |- маг. 29 __ 506.9 
i | ki i with the previous period's levels, Philex A and В | Mar, 30 808.9 
‘showed a half-centavo gain apiece. San Miguel also | Маг. 31 25127 
Арї1 closed 
rose. April 4 H closed 
Change on week nw +13% 


HONGKONG: in a holiday-sbortened three-day 


‘period the Hang Seng Index advanced 20.11 points to 


щ at 7 р Атой Ж 238 540 64 

close at 996.01. The upward movement reflected the , PRESA D MIO) 

market's generally favourable reaction to а stream Of | ampoiretoieum 123 -22 56 

TEENS | corporate results: Analysts took comfort from the | A828 . im Loo e 

; ‚ : oo ах, Australian Cons, ind. 1.15 +09 130 

rket t took: a + breather on | way major property companies Hongkong Land and | xugranan Guarantee 224 462 49 





e days preced- | Cheung Kong made sweeping provisions. They said 























































































the Easter holidays that saw its best gains for the. | this would give more room for manoeuvre when the | a 1n ov Da 25 
‘so far, despite earlier dire warnings. However, | market subsequently improves, the general view 233 12 64 
i s to be. mes for definite | being that the worst has now been discounted. ae ДАС. 
202 +a? 74 
i AUSTRALIA: Trading w was thin with most attention be TED. de 
$48.6 million | on situation stocks. By the close of trading on Mar. 31 - ~- = = 
this thinned: | (there was no trading on Apr. land 4 owing to the : ке A КС: 
.Easter break). the Australian All-Ordinaries Index | олорло 095 5-31 147 
і | had firmed 5.8 points to 512.7. Convincingly break- Erkama E Wi a 
ing its drifting trend, market appears to be | masei - > ees 
. headed higher but with little good news to affect itat | Heada weeny Times 205° ^ -24 81 
present most traders are unsure just how strong the Mod LAUS as 
“rally will be. Part of the upward trend was due to the 421 +24 on 
firmer. gold price, especially. later in the period, EE oh ES 
for lower-line property though any future deterioration will again upset the 228 +41 26 
arket to its. Bem close in | market, and mining stocks i in particular. з. фе wai Mox Me ө 
: 4.39 +02 4 
NEW ZEALAND: The market was quiet as it ap-- н. ааа 
proached the Easter. holiday, which shortened. һе | -wesent 415 930 | 08 
aling Garden (2.6 айп and Ipoh Garden a. 3 -period to three trading days, with investors absorbi g | Woodside Mer. Жыла 
n). Oil refiners made strong advances inantici- | the government's earlier actions to soak up liquidity. A 
tion of wider profit margins following: the govern- | Interest returned to-exploration stocks. with. NZ 
's decision to cut retail oil prices by less than ће |Goldfields moving strongly back into the limelight. B HONGKONG] 
in crude feedstock prices. Esso Malaysia posted |. Industrials, however, ended the period looking only 
biggest increase. on the board, from M$8.10 | steady and could. well come under pressure? this _ Hang Seng Index 
13,53). to M$9.85, while Shell Refining was | month asthe squeeze on liquidity takes effect. _ Маг. 29 _ ГА 979.56 
20 up at M$8.20. Nr Mar. 30 —t m 982.5 
| ; SEOUL: Share prices remained depressed as in- | ed DE MT 
i 0: The market continued to climb despite a | vestors continued to shun the market to invest in jas apices 
, \ £ Арна uu COSC 
aning of а -investor activity owing to the the more attractive short-term money market. Change on week а +206% 
Stockbrokers blamed'the government's guidelines оп j Merit, Xehange  % 
lower dividends as well as the computerisation of WKS onwesk уша 
trading which put an end to anonymous transactions. | Жн ыш BBG 
Although thé market sáw some stability, With the. | exwoEA exa 3275. *23 — 20 
sets and directed baying. interest to Mia». composite index losing only 0:07 of a point to close at е т о 
pulps and textiles. Blue chips stimulated little | 119.70 on Apr. 4, analysts do not expect it to bounce | сасон 1450 +14 52 
Brokers were also active traders after clos- | back soon. Trading was moderate, with an average | Сос a i uu. e 
books at e end of мин and beginning a 1 9.1 million issues changing hands daily. F Е Cotsortum ола. a2 74 
аі year. On. vigorous trading, the Nikkei рее Нш A0. eee 188 
V Jones Average, closed at 8 “485-82, up: almost BANGKOK: Support-buying enabled prices to. re. ] Жем, Е 













ints for the period, | coup most of the previous period's losses. Buying was: 





encouraged by the ой-ргісе: сш announced by the 
government on Mar. 29. The Electricity Generating 
Authority of Thailand followed up with lower elec- 
tricity rates; this helped the industrial board, with ce- 
ments in the forefront. Finances were close béhind. 
The bullish sentiment influenced by institutions and 
of total value turnover. Philex management апа а | brokers soon attracted small investors. Average daily | 
г minority stockholder-director are 1 verbal | turnover was Baht 29,5 million. (US$1.3 million). 
battle. which has spilled over into th у ег | The Book Club Index posted a gai of 59 of a poi 
nd securities regülators have required b 25 to 47. з 


MANILA: Philex Mining м was the star performer i in 
‘the holiday-shortened period which saw: 48.1 
‘million shares worth P27.6 million (US$2 
‘Change hands. A block sale of P 
Philex B shares accounted for mor an 
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We care enough to bring you a 
Business Class that has 
one feature others lack. Our name. 


бу 
A 





NETS 


Sa 


Г CY т 


EE Nin 


Mr cum 


"| can tell that my passengers really appreciate our Business Class, especially the newly designed 
contoured seating. But | can also tell that they haven't forgotten the newness of our fleet, or our 


amazing on-time record or our high standards of training. Because | know they didn't just decide to 
fly business class, they decided to fly Lufthansa Business Class." 


© Lufthansa 


German Airlines 


126 destinations within 70 countries and 6 continents throughout the world. 


1 4 AINA REG. 


CPT shows how your word processor 
of today can be the first step to 
your automated office of tomorrow. 


ord processing has taken the 
business world by storm. 
Offices large and small are dis- 
covering this great step forward over 
ordinary typing. 

Unfortunately, thats where most 
people stop. 

They ve accepted their new word 
processors as “fancy typewriters: They 
don t realize they're on the threshold 
of an even bigger idea — called office 
automation. 

CPT has long recognized this poten- 
tial in the office. Thats why all CPT 
word processors are designed to let 
you add new powers —a step at a time 

Start with CPT s entry-level word 
processor and expand your system later. 
Your investment is always protected, 
because you can upgrade to the more 
powerful CPT word processors in just 
minutes. 



















Specifications subject to change without natia at the discretion of CPT. 


L 





lt lets your CPT word processors "talk "о nearly a thousand different office devices, including mini and i 





main frame computers, other word processors, phototypesetters and ОСК 


Your different departments will 
soon discover the computer power 
of an advanced word processor. CPT 
software will let them do complex 


math, sort files and make up new lists, 


as their original documents are being 
prepared. 

Electronic storage is another CPT 
breakthrough. 

For individual workstations, CPT 
has just announced the Disk Unit 
series, which can store up to 2,600 
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ы Company 


City 


Phone | 


pages of additional information each 

For larger systems, the CPT Word- 
Pak II™can store over 11,000 pages. 

Perhaps the most remarkable step 
to the automated office of tomorrow 
is СРТ s new Office Dialog Link? 

Unlike present "networks" offered 
by other companies, the Office Dialog 
Link lets CPT word processors "talk" 
to other brands of equipment. 

So what starts out to be a better way 
to type—is in reality a better way to do 
business. And thats what "office auto- 
mation” really means. 





Mail to: CPT Corporation 
C/O Davidson and 
Partners Ltd 
P.O. Box K-1017 
Kowloon, Hong Kong 


[ Please send me your 
free booklet: CPT Shows You Hou 

To Get Into Word Processing—A Step At A Time 
Ога like a CPT sales representative to call me 





Name ни 
Title 

















Address. — 





= State. Zip. 








CPT takes the mystery out of word processing. 


CPT Distributors 
Worldwide: 


ARGENTINA EGYPT 
Buenos Aires Cairo 
33-5453 660865 
AUSTRALIA FINLAND 
Brisbane Espoo 

(7) 52-8455 (0) 803-7199 
Melbourne FRANCE 
(3) 267201 Bue 

Sydney (3) 9549080 
(2) 4198000 Рагіѕ 
AUSTRIA (1) 3600222 
Vienna GERMANY 
(222) 787601 Cologne 
BAHAMAS (2203) 53094 
Nassau GREECE 
(32) 23367 Athens 
BAHRAIN (1) 3640664 
Manama GUAM 
233213 Tamuning 
BARBADOS (1) 4478992 
Bridgetown HONG KONG 
(42) 61070 (5) 717221 
BELGIUM ICELAND 
Brussels Reykjavik 
(2) 242-4224 (1) 29200 
BERMUDA INDONESIA 
Hamilton Jakarta 

(29) 59400 (21) 814708 
CANADA IRELAND 
Toronto Dublin 

(416) 781-9135 (1)952701 
Vancouver ITALY 
(604) 872-8882 Milan 
Victoria (2) 2841141 
(604) 381-3282 JAPAN 
Winnipeg Tokyo 


(204)942-2141 — (3) 8641210 


CHILE JORDAN 
Santiago Amman 
225-0793 723 
COLOMBIA KENYA 
gota Nairobi 
212-4411 (2) 558228 
COSTA RICA KOREA 
San Jose Seoul 
240651 (2) 7781698 
DENMARK KUWAIT 
Ballerup Safat 
(2)976700 453473 
ECUADOR LEBANON 
Guayaquil Beirut 
390166 331336 
Quito MALAYSIA 
540011 Selangor 
131575355 
MEXICO 
Mexico City 
533-3070 
THE NETHER- 
LANDS 
Leiden 
(71) 769245 
s-Hertogenbosch 
(73) 122355 
NEW 
ZEALAND 


Auckland 
(9) 798345 
Wellington 
(4) 726007 
NORWAY 
Oslo 


PHILIPPINES 
anila 

(21854011 

PORTUGAL 

Lisbon” 

QATAR 

Doha 

433119 


SAUDI 
ARABIA 
Jeddah 
(216513940 
SINGAPORE 
2224288 
SOUTH 
AFRICA 
Johannesburg 
(11) 374230 
SPAIN 
Barcelona* 
Madrid 
1114550766 
Valencia* 
SWEDEN 
aby 
(8) 7680940 
SWITZERLAND 
Zurich 
(11418880 
TAIWAN 
мре! 
(2) 3145118 
THAILAND 
Bangkok 
(212770120 
TRINIDAD 
Port of Spain 
(62) 51041 
UNITED ARAB 
EMIRATES 
Sharjah 
(6) 354121 
UNITED 
KINGDOM 
Middlesex 
(1) 741-9050 
URUGUAY 
Montevideo 
184642 
VENEZUELA 
Caracas 


*Telephone numbers: To be announced 


.usiness Tr. vels 
With The Review 


When it comes to reaching Asia's frequent 
business travellers, the Far Eastern Economic 
Review offers you the most mileage. 


At present most of the world's leading airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary advertising 
medium. Why? The answer is simply because 
the Review reaches the highest audience con- 
centration of heavy frequent independent busi- 
ness travellers of any regional publication in Asia 
today. And does it more cost-efficiently. 


If you'd like to know more about our frequent 
business travellers, write on company letterhead 
and we'll be glad to send you a copy of the latest 
1982/83 6 City Media Phase from the INTRA- 
MAR STUDY independently conducted by In- 
ternational Travel Research Institute. The facts 
speak for themselves. You'll see how well-travel- 
led we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 


FAR EASTERN I ECONOMIC 


review 


For advertisers who 
take Asia seriously 





LETTER FROM HAINAN 


Е love, despite its early communist 
air, is hardly something one asso- 
ciates with present-day China. But in the 
less prudish atmosphere which has 
begun to develop since the death of Mao 
Zedong, the ancient sexual customs of 
some of the national minorities are no 
longer considered so shocking. The 
Tibetans, for instance, have never been 
persuaded to give up their habit of 
polyandry — one bride for several 
brothers. 

The Miao minority of southern China 
used to be well known for their love- 
houses, in which numerous couples 
would enjoy intercourse and nobody 
would think anything of it. If a child was 
conceived, the mother would marry the 
putative father. 

Among the Li minority, of whom 
some 700,000 inhabit the large southern 
island of Hainan, premarital sex is 
slightly more restrained. On the edge of 
their villages is an adobe house with no 
windows, the door decorated with a 
blurred but unmistakable picture of a 
couple making love. 

According to a local official, the Li 
custom is for a girl to move in there on 
puberty, and to entertain her lover 
whenever he visits her. Other young 
men, however, are permitted the same 
privilege, within reason. After the birth 





of a baby the mother may return to her 
parents' home to nurse it, and it can be 
years before she sets up house with her 
husband, who may have difficulty raising 
the bride money in cash or livestock. 

The Li live mostly in the Li-Miao au- 
tonomous prefecture which covers most 
of the southern part of the island, itself 
only a little smaller than Taiwan. They 
live a simple life, growing rice, eating 
cooked or raw salted meat, hunting, and 
pursuing handicrafts, of which the most 
notable is hand-weaving. 

Tradition has it that one of the great- 
est weavers in Chinese history, Huang 
Dapo of the Song dynasty, learned her 
skills from the Li, among whom she lived 
for many years. Bright colours and intri- 
cate designs put Li weaving in a class of 
its own, though the craft is popular 
among many minority peoples of China 
and Southeast Asia. 


elieved to have migrated from the 

mainland some 3,000 years ago, the 

Li speak a language loosely related to 

Chinese and the other Sinitic tongues 

such as Tibetan, Burmese, Thai, Zhuang 

and Mon-Khmer. They were originally 

slash-and-burn farmers, but now they 

live as settled communities in houses 

shaped like inverted boats, with raised 

bamboo or rattan flooring. They play the 

nose-flute and practise the art 

of stick-dancing — in which a 

slow or careless performer can 

get a nasty double-rap on the 

ankles. Bronze drums, such as 

are also found in Guangsi 

province, add excitement to 

their ritual or traditional obser- 
vances. 

Hostile to their Han overlords 
for many centuries, the Li staged 
numerous rebellions, successful 
and unsuccessful. They waged 
guerilla war against the Japanese 
occupation forces, which used 
Hainan as a staging post for the 


Li love-hut; girl weaver: the old customs come back. 





invasion of Southeast Asia. They also 
harassed Kuomintang forces, it is alleg- 
ed, and joined hands with the com- 
munists hiding in the hills. They were 
“liberated” together with the rest of 
Hainan's inhabitants by an invasion 
force led by the late Lin Biao. 

Hainan is now a special administrative 
district of Guangdong province, and 
there are submarine pens and destroyer 
anchorages on the southern coastline 
ready to swing into action if the Vietnam- 
ese try to make good their historical claim 
tosovereignty overthe Paracel ( Xisha)is- 
lands which lie to the northern part of 
the South China Sea. 

The Li are primitive animists by reli- 
gion, though officials say most of them 
have given up consulting shamans and 
witches in cases of ill-health, because 
combined Western and Chinese 
medicine is more effective than charms 
and local herbs. Traditionally, a chicken 
would be sacrificed in the event of trivial 
illness, a pig for a more serious com- 
plaint, and an ox to bring about the sur- 
vival of a seriously ill person. 

And medicine is not the only area in 
which the people have exotic tastes. The 
exoticism extends to food, too, with pan- 
golin, civet cat, snake and turtle on the 
menu. And the local speciality of boiled 
chicken is rather different from the 
"Hainan chicken rice" enjoyed else- 
where. It consists of a whole boiled chic- 
ken, complete with head and feet, co- 
vered with a coconut sauce. 

The Li have no writing system, though 
in the 1950s attempts were made to 
popularise a script based on the Latin 
alphabet. Now primary-school children 
are taught to speak Hainan dialect (a 
form of Fujian dialect), and study 
Chinese characters, and will go on to 
learn putonghua in secondary school if 
they get that far. 

The soil of the island is fertile and the 
climate near-tropical, though the win- 
ters are cool. Coconuts, rubber, pepper, 
tea and other products flourish, though 
development has been uneven and has 
wrought much ecological damage. Palm 
oil is expected to become a major crop in 
the future. 

The authorities also talk about open- 
ing up the strategically important island 
for tourists, especially from Hongkong, 
but at present facilities are primitive or 
non-existent. The beaches, on the other 
hand, are still clean and the coconut 
groves have a subtle charm. 

— DAVID BONAVIA 
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BANGKOK 


city, 
Mandarin International offers 
‘the worlds best hotel’ 








Samar 








In a recent survey conducted by the influential 
‘Institutional Investor’, international bankers rated 
The Oriental, Bangkok, as ‘the best hotel, worldwide’ 


For reservations at The Oriental, Bangkok please call: 


the nearest office of HRI, The Leading Hotels of the World, 


your travel agent, the hotel direct at 2348621-9, 
telex TH82997, or any other Mandarin International hotel 









Hong Kong: The Mandarir ки oyal Garden. Bangkok: The Oriental 
The Royal Orchi n. Jakarta: The Mandarin 
Vancouver: The Mandarin (1984). ! 


1984) Singapore: The Oriental (1985 


The Oriental, Bangkok 








COME I. ITO THF 





CITI OF TOMORROW 
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Where electronic banking removes 
barriers of time and distance. 


The Citi of Tomorrow. An electronic banking 
network that helps you do business anywhere, anytime. 
A network that gets remittances to you faster, 
speeds international operations, and connects you to 

over 2,300 worldwide Citibank offices. 

Case-in-point: Using electronic banking, Citibanker 
Rakesh Aggarwal helps the Bank of Ceylon—the 
largest bank in Sri Lanka—provide better and faster 
customer service. Says Robin Talwatte, deputy general 
manager of the Bank of Ceylon, "Electronic banking 
keeps us a step ahead. Rakesh has helped us 
simplify operations and improve service.” F 
Read on to learn how. „ E 

Eo 
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© 1983 Citibank, М.А. Member FDIC 
The C Tomorrow and Global Electronic Banking 
are service marks of Citibank, N.A 











Where the Bank of Ceylon improves 
service, profits, and Sri Lanka. 


Sri Lankans working thousands of miles from 
home send almost $250 million a year in drafts or bank 
checks to their families in Sri Lanka. The problem: 
traditional handling prevents Sri Lankan banks 
from honoring these drafts for two to three weeks. 

Citibank's electronic network enables the Bank of 
Ceylon to access data channeled from overseas 
correspondent banks to Citibank. Result: the Bank of 
Ceylon can make payments in days instead of weeks. 
To receive our “Executive Guide to Sri Lanka,” 
write to: Philip Brown, Vice President, 

Citibank, N.A., PO. Box 888, Colombo, 
e» e Sri Lanka. 


Robin Talwatte of the Bank of Ceylon 

and Citibanker Rakesh Aggarwal use 
electronic banking to give this Sri Lankan 
bank a competitive edge 


СГПВАМ< э CITICORP" 


GLOBAL ELECTRONIC BANKING 













hat else wa: going О in the region, even, 
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There was no cei 150. 
though one New $ 
because of an artic 
in in Hongkong opera 
One wo! 1 










but one will just have to: 


il one crosses the 
border. I accept that a government is enti- 
tled to make its own laws and apply those 


laws to all who live within its borders.. 


, However, I do resent the loss of three en- 


` tire magazines. I do not know if the deci- . 


sion to confiscate them was a local one and 


other subscribers in China have received 


merely emasculated copies. 


I would be interested to find out. How) 7. 


could three whole issues be offensive? Has 


Richard Hughes been panning “commie” 4 | 
“Your cover story on Nepal [REVIEW, Mar. 


cuisine again? Has someone found a.sign 
in English somewhere in China? I’ve only 
“ever seen one, but it wasn't funny. Have 
yeu allowed the Fox Butterfields 6f the 
world to creep into your pages? Ifitis at all 
possible to explain your sins against China 
without again provoking censorship, Га 
be most grateful. 
China ‘READER’ 
@ The REVIEW of March 10 carried two 
articles on China — one about a Chinese 
dissident movement abroad and one on 
further progress in economic reforms. 
That of February 10 contained an article 
on the lingering influence of the Gang of 
Four and that of January 20 a cover story 
on the future of Hongkong. 


The taxman cometh 
Traveller's Tales [REVIEW, Mar. 10] con- 
tained one ‘short and typically pithy 
(please excuse my lithp) paragraph, suc- 
‘cessively accusing Hongkong banks of 
profiteering, casting disdain on the system 
of direct taxation in Hongkong, sneering 
at the fiscal policy i in general and levelling 
a charge of incompetence at the Inland 
Revenue Department. Pretty meaty stuff! 
Just for the record, however, last year 
(1981-82) my department contributed in 
excess of HK$14 billion (US$2.1 billion) 
oto the exchequer — or some HK$4-5 bil- 
Поп more than the revenue yield from 
and transactions in that year. In fact, in 
e 25 years that 1 have been in Hong- 














1 HK$15 billion — just about double the fig- 
"ure for 
| budgetary concessions to direct taxpayers 





activity, which is also at a very low level, is 
| not chànging. Urban unemployment is 





ntly outstripped yields fro 
sales by very considerable margins. 
dentally, the departmental collections for 
the taxation year to March 31 will exceed 





1979-80 (despite _ significant 
over the past three years). 

I take no personal credit for these re- 
sults, of course. On the contrary, the cre- 
dit must go to people like the colleague 
you mention who has made a large con- 
tribution to that HK$15 billion this year: 
What puzzles me, however, is why he was 
not required to contribute an additional 
5% for late payment; for if, as you state, 
his cheque was not cleared for a month, 
our friendly. computer would certainly 
have spat out a surcharge notice. In the 
normal course, cheques received by my 
collection division are banked either on 
the day of receipt or on the day following. 
Exceptionally, during the peak payment 
season we may take a little longer to clear 
some cheques — usually those which ar- 
rive without a covering demand note and 
without a departmental reference, when: 
rather more effort is required to link up | 
fhe е with. the tax charge. 


V. A. LADD 
| Commissioner of inland Revenue: Ў 














24]- beautifully illustrates the nation's 
‘economic, political and social environ- 
ment. The country has an acute problem 
of poverty. It has a high rate of population 
growth, extremely low agricultural pro- 
ductivity and weak agricultural support. 
Natural resources, except water, are al- 
most non-existent or the exploitation is at 
an extremely low level. Rural economic 


sky-rocketing. 

I believe the resources and the know- 
ledge to eradicate poverty exist. The lais- 
sez-faire scenario of rapid growth and 
economic development was indeed em- 
phasised by King Birendra in his inter- 
view. But the country's problem mostly is 
poor management and decision-making. 
The bureaucrats and political leaders need 
stronger commitment to the country's 
economic development. And project for- 
mulation and implementation should be 
done cautiously, cárefully and efficiently. 
Honolulu SHANKAR SHARMA 


Quite a character 


In Richard Breeze's article Four little 
characters [REVIEW, Mar. 17] the English 
translation of. the four characters 
zhongguo renmin (ЖЛ R ) is not exact 
enough. As a translator I would translate 
Zhongguo renmin into English as "the 
people of the Central Kingdom" or “the 
people of China." ” I would translate “the 
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; Advertisement 


AUSTRALIA 
BENDOOLEY 


Built in 1839 and described as one: 
of the most charming homesteads 
in Australia. Stands on 100 acres of. 
fertile land at Bowral, a 90 min. 
drive by freeway to the south of. 
Sydney, Australia’s major city. 



































The homestead is set in 7 acres of - 
lawn and garden. Built of superbly 
cut sandstone it offers excellentac- 
commodation and is ideal for.both. 
formal and informal entertaining. 














The facilities and additional | 
ings on the estate make it a prc 
erty of rare quality and great 

satility. 


Offers are invited in the region of 
US$1.3 million. 


The owner's representative, Mr. W. 
Carpenter, will be available for con- 
sultation at the Hyatt Regency 
Hotel, Singapore — Phone 737 
5511 — from Monday April 18th to 
Wednesday 20th, and the Regent 
Kuala Lumpur — Phone 42 5 
from Thursday April 21 st to 



























On 18th April, 1983, The Gulf brings Kuwait and 

ће Middle East to Singapore... 

The Gulf Bank is one of the Middle East's leading 
banks, and has been at the heart of Arab-Asian trade 
for over two decades... 

During that time, trade and investment between 
г Asia and the Arab World has grown at a substantial 
"rate, Trade and exports from Asia to the Middle East 
totalled over US$ 53 billion in 1982; in the same year, 
"t: Middle East investors placed billions more in projects 
and industry in Asia. E 
` The growth continues, and this means more 
business opportunities for you. 

The Gulf has grown through a singleminded 

commitment to service. And a bank that puts service 


.... THE GULF BANK : 


first has a simple, powerful edge: a better idea of what 
the client and the market demand. 

The Gulf's Singapore Branch is geared to deliver 
the full depth of the Bank's service here in Asia 
Pacific. SER Ua! 

Good business needs efficient and responsive 
banking support. That means competitive and fast 
foreign exchange, professional project and trade _ 
finance, smooth syndications, and flexible deposit 
services. А PS 

Starting today, The Gulf will deliver all this from 
Singapore, with the professionalism that comes only 
from experienced management and commitment. 

Talk over your plans with our team in Singapore. 
We're here, to help you deliver. i 


Established 1960 


We're here, to help you deliver. 


Singapore Branch 
Head Office: The G 


‘ong Bank Building, 21 Collyer Quay, Singapore 0104. Tel. 224-3722, Telex: 
, Mubarak Al Kabir Street, P.O. Box 3200, Safat, Kuwait. Tel. 449561 (20 lines 


122783 GULFBK KT, Foreign Exchange Dept. 22015 GULF BANK FX 

e Gulf Bank K.S.C., 1 College Hill, London ECAR 2RA. Tel. І lex: 
К, 26th Floor, 520 Madison Avenue, 53rd Street, 10022 Ne МУ USA 

UNION 126385 GULFBANKKYC Te. 212-715-2800 -= з 
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_After a decade durin 
as the ace 


which China was re- 
n the United States’ 
pack, Secretary of State 


George Shultz lakes a different view. Now 
China is being increasingly regarded as a 
regional power rather than a global influ- 
ence and Tokyo, already a giant in world 
economic terms, is being assigned a more 
important part in strategic thinking. The 5th 
Column, by defence analysts Banning Gar- 
rett and Bonnie Glaser, examines the 
_~ Soviet-China-US triangle 


tions analyses the Shultz shift (page 36) and explains the reasoning behind it (page 37). 
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Page 10 

Despite the protests from Peking, 
the defection of tennis player Hu 
Na is unlikely to have a lasting ef- 
к on United States-China rela- 
tions. 


Page 11 

Australian, Foreign Minister Bill 
Hayden walks a tightrope in 
Jakarta between Labor Party po- 
licy and diplomatic realities. 


Pages 15-16 

The outcome of Thailand’s gen- 
eral election is difficult to predict, 
but things look good for the So- 
cial Action Party. Meanwhile, 
former deputy premier Boonchu 
Rojanasathien withdraws. 


Pages 21-22 

The appointment of Gen. Benny 
Murdani as Indonesia's armed 
forces chief may be the last step 
on the road to regeneration. 
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Page 27 

Malaysian Finance Minister Tunku 
Razaleigh Hamzah is said by his 
supporters to be thinking of 'tak- 
ing a rest' from politics. 


Page 50 

It looks as though 
Japan's top-| 
heavy nsions |. 
system is losing 
the race to keep | 
pace with the 
rapidly ито 
number of retired 


people. 


Page 52 
Despite a gloomy 1982, Malay- 
sia’s Bank Negara is optimistic. 


Page 55 

The Philippines changes its prop- 
rules to give foreigners as- 

sured leases — and the chance of 

a profit. 
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Pages 61-65 

Thailand, long troubled by 
overgrown, inefficient public- 
sector concerns, plans a new 
type of enterprise to overcome 


(раде 34). And Washington correspondent Richard Na- _ 


the problem. Its one success is in ЩІ 


power-generation. 


Page 67 
Apple bites back at the computer 
counterfeiters. 


m" PR A pig plans to issue 
units to the public of a new Na- 
tional Development Fund. ` 


Page 76 

Allegations of bribery in banking 
follow the row over ‘round-trip- 
ping’ in Singapore. 


Page 78 


The fruits of success have turned | 
sour for Taiwan apple entrepre- 


neur Hsieh Wen-chin. 


Bitter fruits of ambition in Taiwan __ 78 | 
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Vietnamese missile 
downs Thai jet 

Vietnamese ground forces shot 
down a Thai A37 Dragonfly 
spotter plane on April 8, but 
otherwise there has been a re- 
lative lull along the Thai-Cam- 
bodian border following the re- 
cent attacks on non-communist 
resistance enclaves. 

The twin-engined jet was 
downed with a shoulder-fired 
SA-7 surface-to-air missile in 
the Chong Chom Pass area 
where Vietnamese troops have 
gained effective control over a 
camp formerly occupied by 
supporters of Prince Norodom 
Sihanouk, the president of the’ 
Democratic Kampuchea coali- 
tion. 

Meanwhile, two United 
States air force C5A Galaxy 
transport aircraft flew non-stop 
to Thailand from California 
carrying eight extended-range 
155 mm. howitzers. 

— JOHN McBETH 


Catholic leader missing 
in tense Davao 


A well-known lay church 
leader and writer has been re- 
ported missing following police 
raids in the Philippine city of 
Davao. Karl Gaspar, 36, re- 
portedly disappeared оп 
March 26 after telling relatives 
he was going to deliver a letter 
to the offices of Third World 
Forum, a small public affairs 
group in the city. The group's 
offices had been raided by the 
Philippine Constabulary two 
days earlier, and a number of 
people — including two West 
Germans — had been detained 
on suspicion of subversion. 
The authorities deny holding 
Gaspar. 

The situation in Davao is 
currently tense following the 
appearance there of a new 
phenomenon in modern Philip- 
pine insurgency: NPA armed 
city partisan units, whose 
targets are military and intelli- 
gence officers and government 
officials. — PAUL QUINN-JUDGE 


Dhaka political parties 

hammer out demands 

Bangladesh's political parties 
have hammered out their 
negotiating positions prior to a 
dialogue between political 
leaders and chief martial-law 
administrator Lieut-Gen. H. 
M. Ershad, tentatively planned 





for later this month. A 15-party 
alliance — dominated by the 
Awami League (Hasina group) 
and Jatiya Samajtantrik Dal, 
but including leftist as well as 
rightist parties — has put to- 
gether a list of 11 demands. 
They include an end to military 
rule; the restoration of human 
rights, freedom of expression 
and freedom of the press; a 
judicial inquiry into the mid- 
February Dhaka rioting; the 
release of political leaders still 
in jail, and the holding of par- 
liamentary elections. 

An 11-party rightwing Unit- 
ed National Front, led by 
a former president, Khon- 
dakar Mushtaq Ahmed, was 
launched on April 9. 

— 5. KAMALUDDIN 


МРС ѕеѕѕіоп 
scheduled for June 

It is nearly certain that the in- 
augural session of China’s 
Sixth National People’s Con- 
gress (NPC) will be held in 
June, Deputy Premier Wan Li 
told a delegation of Japanese 
journalists on April 5. Regard- 
ing the revived post of state 
chairman, Wan was quoted as 
saying: “Throughout the na- 
tion, many are hoping that 
Deng Xiaoping will assume this 


post, but no matter what he still 
declines.” Wan also obliquely 
denied rumours that Premier 
Zhao Ziyang would be chosen. 
The last plenary session of 
the current NPC, elected in 
1978, was held last November- 
December. Ye Jianying, chair- 
man of the fifth NPC Standing 
Committee and de facto head 
of state pending the selection 
of a new state chairman, will 
stand down at the up-coming 
session and is expected to be 
replaced by the senior NPC 

vice-chairman, Peng Zhen. 
— ROBERT DELFS 





Hongkong's Carrian Group 
has admitted the failure of its 
latest efforts to persuade cre- 
ditors — owed some HK$5 bil- 
lion (US$746 million) — to 


agree to debt-restructuring 
proposals. In a last-ditch effort 
to save the group's principal 
quoted arm, Carrian Invest- 
ments, it announced that cre- 
ditors of Investments (who are 
owed some HK$3 billion) 
would be asked to accept 
equity in exchange for a por- 
tion of the debt. 

However, Carrian refused to 
give details of its proposals to 
existing shareholders, though 
they would have to approve 
new share issues in the event 
that creditors all agreed to this 
latest and quite likely last bid to 
keep Carrian out of the hands 
of the liquidators. 

— PHILIP BOWRING 


Thailand extends its 


programme 

Officials drafting Thailand’s 
fiscal 1984 budget, which 
comes into force in October, 
have set total government ex- 
penditure at Baht 192 billion 
(US$8.3 billion), or a some- 
what low 8.5% increase from 
the current budget. The pro- 
posed increase represents a 
continuation of the fiscal-au- 
sterity programme carried out 
over the past two years. The 
budget is subject to approval of 
the new government taking of- 
fice after the April 18 general 
election. 

— PAISAL SRICHARATCHANYA 


¥ 2000881 inge. 


Business Roundtable, a group 
representing more than 200 
leading United States corpora- 
tions, has proposed a series of 
moves to redress the yen-US 
dollar imbalance. The propos- 
als were made to a Senate 
Foreign Relations Committee 
hearing on April 7 and have 
also been presented to US Pre- 
sident Ronald Reagan. 
Advocating that the yen rate 
should be no weaker than 
¥200:US$1, Roundtable sug- 
gested the US should con- 
tinue reducing real interest 
rates and insist that Japan 
allow interest rates to be set by 
market forces. Priority should 





be given to the liberalisation of 
Japanese financial and capital 
markets and the encourage- 
ment of capital inflows, and 
complete internationalisation 
of yen financial markets. The 
latter should be effected by 
elimination of interest-rate 
ceilings in Japan, removal of 
restraints on the issue of yen 
bonds and short-term yen bor- 
rowings by foreigners, estab- 
lishment of a yen treasury-bill 
market open to foreigners and 
other measures. 

— ROBERT MANNING 


head asked to step down 


Directors of the Hongkong 
Commodity Exchange have 
announced that they have 
agreed to ask Peter Scales to 
resign as à director and chair- 
man of the exchange. This fol- 
lowed the revoking of Scales' 
registration as a dealer and in- 
vestment adviser in securities 
with effect from April 1 by 
Commissioner for Securities 
TNR Fell (REVIEW, Apr. 
14). 


No mention was made of 
Scales’ commodity-based acti- 
vities by the commissioner. A 
deputy chairman of the ex- 
change, Woo Hon-fai, will as- 
sume the duties of chairman 
until a new chairman is elected. 

— CHRISTOPHER WOOD 


Two Japanese firms 

to boost spending 

Two major Japanese com- 
panies plan to increase their 
capital spending during the fi- 
nancial year that began on 
April 1. Kawasaki Steel Corp. 
will spend ¥138.7 billion 
(US$578 million), up 9% from 
the previous financial year, 
using the funds to upgrade its 
capability in downstream steel 
operations to produce higher- 
quality products, despite slug- 
gish new-order rates in the 
steel industry. 

Mitsubishi Electric Corp. is 
to spend ¥62 billion for plant 
and equipment, up 11% over 
the previous year, with its out- 
lays for electronic products and 
systems jumping to ¥40 bil- 
lion, a 25% gain, But invest- 
ments in heavy machinery and 
consumer products will fall 
below the previous year's 
levels. Mitsubishi Electric is 
building a new integrated-cir- 
cuit plant to make 64K RAM 
chips and will expand two other 

ories, — MIKE THARP 
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Chinese intellectuals have recent] 
been criticising the late Soviet leader 
Josef Stalin in academic discussions, 
and the Chinese media are likely to 
follow this trend in the coming 
months. The Sino-Soviet rift 
developed after Stalin’s death and 
the Chinese leaders denounced 
Nikita Khrushchev and Leonid 
Brezhnev for abandoning Stalin’s 
policies. However, China is also 
veering away from Stalin's state 
italism and agricultural 
collectivisation, and Sino-Soviet 
relations are set for gradual 
improvement. Attacking Stalin 
could be one way of defending 
Peking’s current pragmatic policies. 


FOLLOW MY LEADER? 


Apart from the outgoing president 
of the Malaysian Chinese 
Association (MCA), Datuk Lee San 
Choon, one other minister from the 
party is tipped by some political 
observers to stand down when 
Malaysian Prime Minister Datuk 
Seri Mahathir Mohamad reshuffles 
his cabinet in May. He is Minister 
of Health Tan Sri Chong Hon Nyan, 
who at the age of 59 has already said 
privately that when Lee goes, he will 


AFGHANISTAN 

Talks on the Afghan crisis reopened in 
Geneva between United Nations envoy 
Diego Cordovez and the foreign ministers of 
Afghanistan and Pakistan (Apr. 11). 


BANGLADESH 

The 15-party opposition alliance organised 
a meeting of party workers to demand an im- 
mediate end to martial law and a return to 
democratic rule (Apr. 10). 


CAMBODIA 

Vietnamese forces backed by tanks and ar- 
tillery moved into positions threatening Cam- 
bodian bases of the Khmer People's National 
Liberation Front (KPNLF) in Ban Sa-ngae 
and Nong Sumet, it was reported. Son Sann, 
leader of the KPNLF, called on the United 
Nations to investigate an alleged massacre of 
refugees by Vietnamese troops at a refugee 
camp in O-smach (Apr. 12). 


CHINA 

The government lodged a protest with the 
United States over the decision to grant 
asylum to tennis star Hu Na (Apr. 6). Peking 
cancelled all 1983 sports and cultural ex- 
changes with the US (Apr. 7). Liang 
Lingguang, the mayor of Canton, was elected 
governor of Guangdong province (Apr. 10). 


HONGKONG 
A taxi driver was sentenced to death by a 
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;| go with him. 

| Chong, à 
technocrat rather 
than a politician, 
has been in the 
cabinet for 
several years and 
is a close associate 
of Lee, who 
announced 
recently that he is 
resigning as both 
transport minister and MCA leader. 
He is likely to be succeeded by one 
of the MCA's six deputy ministers. 


SOUND THE ALARM 

An American bank's call of a US$5 
million loan on April 8 could well 
start a stampede of creditors towards 
the troubled Hongkong property 
company, Trafalgar Housing. Two 
days after the loan — made by 
Interfirst Bank of Dallas to 
Trafalgar's subsidiary in the United 
States, Flare Energy Corp. and 
guaranteed by the parent — was 
called, the developer said it was 
unable to pay recently announced 
interim and preference dividends. 
Meanwhile, Trafalgar's main lifeline 
— flats in Macau whose purchasers 
have been promised Portuguese 





High Court judge for the murder of four 
women (Apr. 8). 


INDIA 

Six people died when armed mobs attacked 
10 villages in Assam, officials said (Apr. 6). 
Four people died in violence in northeastern 
Assam, it was reported (Apr. 9). 


INDONESIA 

Australian Foreign Minister Bill Hayden 
met President Suharto (Apr. 7). Egyptian 
President Hosni Mubarak held talks with 
Suharto (Apr. 10). 


JAPAN 

Egyptian President Hosni Mubarak arrived 
on an official visit (Apr. 6). Investigations 
started into allegations by a former Soviet 
KGB agent that he ran a spy ring in Japan, 
government officials said (Apr. 8). The ruling 
Liberal Democratic Party suffered defeats in 
local elections in two of 13 prefectures, 
Fukuoka and Hokkaido but increased 
majorities in the others (Apr. 10). 


MALAYSIA ; 
Singapore Defence Minister Goh Chok 
Tong arrived on an official visit (Apr. 11). 


PAKISTAN 

Troops were called in to control an out- 
break of religious violence in Karachi (Apr. 
12). 





residence status and ultimatel 
Portuguese nationality — is still 
missing its basic element: Macau has 
yet to legislate recognition of such 
investors as residents. 


AN EVERBRIGHT STAR 


Henry Kissinger, the former United 
States secretary of state who 
prepared the ground for then 
president Richard Nixon’s 1972 trip 
to Peking, has found another 
pioneering role in the Middle 
Kingdom. He has been appointed 
consultant to a Chinese company 
which is being registered in 
Hongkong — the Everbright 
Industrial Corp. The company’s 
main purpose Is to acquire foreign 
technology to help China’s 
modernisation programme. 
Chairman of Everbright is Wang 
Guangying, a former Shanghai 
capitalist and brother of Wang 
Guangmei, the widow of the late 
Chinese president Liu Shaogi. 
Kissinger was recently in Peking to 
advise Wang on the best strategy for 
acquiring the needed technology 
from the West: a mission 
undisturbed by the furore over the 
US giving political asylum to tennis 
player Hu Na. 





PHILIPPINES 

Soviet Deputy Foreign Minister Mikhail 
Kapitsa held talks with President Ferdinand 
Marcos (Apr. 8). 


SINGAPORE 

Prime Minister Lee Kuan Yew dismissed 
National Trade Union Congress chief Lim 
Chee Onn (Apr. 12). 


SOUTH KOREA 

Three university students were arrested on 
charges of leading anti-government demonst- 
rations, police said (Apr. 7). 


TAIWAN 

Taipei agreed to help Dutch shipyard Rijn- 
Schelde-Verolme solve its financial difficul- 
ties, sources said (Apr. 10). The country’s flag 
carrier China Airlines opened a service to 
Amsterdam (Apr. 12). 


THAILAND 

The army said it had driven all intruding 
Vietnamese forces back into Cambodia fol- 
lowing a second air strike against troops and 
tanks on the border (Apr. 7). Vietnamese 
forces shot down a Thai A37 fighter-bomber, 
it was reported. General election candidate 
Prawat Nienpak of the Social Action Party, 
was shot dead in his home in Nakhon Sawan, 
police said (Apr. 8). The United States began 
rushing artillery and anti-aircraft missiles to 
Thailand (Apr, 9), 
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Strains in US-China ties over defector Hu Na may be limited 





By Robert Manning 

Washington: China's decision to cancel 
19 cultural and sports exchanges with the 
United States and its subsequent escala- 
tion of rhetoric appears to US officials to 
be an angry but limited response to 
Washington's decision to grant political 
asylum to Chinese tennis star Hu Na. But 
the cancellation of exchanges is yet 
another sour addition to Peking's list of 
grievances, and some officials fear this list 
may lengthen and threaten already 
strained US-China relations (page 36). 

Officially, the administration of Presi- 
dent Ronald Reagan described Peking's 
response as “an over-reaction and inap- 
propriate." A White House foreign-policy 
adviser told the REVIEW, “None of us re- 
ally knew what the Chinese would do, and 
we still don't know if they are done react- 
ing. A lot of it seems aimed at keeping our 
feet to the fire on the whole range of is- 
sues." 

In spite of this uncertainty, a State De- 
partment. official described the Chinese 
move as “tit for tat, but no more than 
that." A National Security Council source 
added to this: “What disturbs me most is 
the cancellation of the legal delegation." 
A US delegation was due in Peking to dis- 
cuss the outstanding issue of railway 
bonds that date from 1911. A US federal 
court has ruled that China should make 


good on US$41 million of bonds owed to | 


American investors. China rejects the rul- 
ing. 

At the same time, US officials point out 
that what the Chinese have not done may 
be more telling than what they have done. 
They have not cancelled upcoming visits 


10 








of Commerce Secretary Malcolm Baldrige 
and the White House science adviser, 
George Keyworth, both of whom are to 
visit China in May. Baldrige is scheduled 
to lead the US delegation in the first meet- 
ing of a joint Sino-American commission 
on commerce and trade, which will seek 
ways to eliminate bilateral trade barriers; 
Keyworth's visit is believed to be related 
to issues of high-technology items which 
the Chinese seek from Washington. 

Another sign of the limits of the 
Chinese response came at the diplomatic 
level. On the same day the cancellations 
were announced, Zhang Wenjin, Peking's 
ambassador to the US, presented his cre- 
dentials to Reagan as scheduled. In the ex- 
change between the two released by the 
White House, there were no negative 
comments — only remarks on both sides 
expressing hope for continued and better 
relations. 


Mi Peking did not take any ac- 
tion on the most significant aspect of 
its bilateral exchanges — some 10,000 
Chinese students and scholars studying in 
the US. US officials say that in the year 
ended last September, 13,736 mainland 
Chinese received visas from the US — 
5,660 of whom were privately sponsored 
students. The remainder were official visi- 
tors — scholars and post-graduate stu- 
dents. Because the US Government does 
not keep track of exit visas, no precise fig- 
ure on how many Chinese are now in the 
US is available, though the State Depart- 
ment estimates they number about 
10,000 





Whose advantage? 


According to the Immigration and 
Naturalisation Service (INS), 1,030 
Chinese have applied for continued resi- 
dence in the US. That figure includes 
mainland Chinese, Hongkong Chinese 
and people from Taiwan. There is no offi- 
cial breakdown, but US officials say the 
majority are believed to be from the main- 
land. 

According to the State Department, 97 
Chinese from the mainland had their re- 
quests for political asylum turned down in 
1982. The Hu case acquired strong politi- 
cal dimensions as it attracted international 
publicity in the nine months during which 
the case dragged on. In that period it be- 
came a matter of face for both sides. Elder 
statesman Deng Xiaoping had raised the 
matter with US Secretary of State George 
Shultz during his visit to China in Feb- 
ruary. At the same time, wrangling within 


| the State Department between the China 


desk and the human rights sections, which 
usually makes recommendations to the 
INS, also attracted attention. But 
charges in a signed article in the Peking 
Daily on April 10 that Reagan “seized 
away” Hu do not appear to be well- 
founded. The Hu decision did not go as 
high as the president's desk, according to 
US officials. 

A State Department official acknow- 
ledged in an interview that the Chinese 
move was more a matter of face than one 
of substance affecting overall bilateral re- 
lations. “From the Chinese view,” the of- 
ficial said, *it was appropriate to respond 
to the provocation they saw, as they felt 
insulted." 
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US officials point to the protest note Pe- 
king handed US Ambassdor Arthur Hum- 
mel as implicitly conceding this. The note 
asserted that the Hu decision was “a grave 
political incident long premeditated and 
deliberately created by the United States 
... by a handful of Americans working in 
collusion with some elements from 
Taiwan.” But the note concluded that 
“how Sino-US relations develop is depen- 
dent on whether the US acts on the basic 
norms governing international relations 
. . .” as laid out in the Shanghai Com- 
munique of 1972 and the August 17, 1982, 
communique, which dealt with the sensi- 
tive US-Taiwan arms-sales issue. 


S officials reiterate the comments made 

by Shultz in a March 5 speech that 
“frustrations and problems” in US-China 
relations are inevitable because of the dif- 
ferences in the two political systems. Sev- 
eral US officials have asserted that some 
members of the Chinese leadership do not 
understand the workings of the US politi- 
cal system. 

Some of these officials now fear there is 
‘an accumulation of small irritants — the 
Hu case, the question of China's member- 
ship in the Asian Development Bank, the 
textiles dispute and continuing problems 
surrounding US arms sales to Taiwan — 
all coming at the same time. Together 
these could significantly damage overall 
bilateral relations, in this view. But the 
cancellation of cultural exchanges, like 
the Chinese decision to stop imports of 
certain goods from the US as part of a 
trade dispute, so far appears carefully cal- 
culated to avoid spilling over into the 
underlying strategic relationship between 
the two nations. 

But US-China relations may nonethe- 
less be tested in coming weeks. Well- 
placed congressional sources say the 
Reagan administration is preparing to un- 
veil an arms-sales package to Taiwan later 
this month which includes air-to-ground 
missiles and naval weapons that will boost 
arms sales in fiscal 1983 near the US$800 
million figure previously presented by the 
Pentagon to congress. The US position is 
that this figure, including adjustments for 
inflation, is in accord with the August 
communique, but the Chinese dispute 
this interpretation. Moreover, US offi- 
cials confirmed that Pan Am, which cur- 
rently flies to Peking, has applied for a li- 
cence to fly to Taipei. The request has 
been pending since January, and US offi- 
cials say Peking has expressed its displea- 
sure and may cancel Pan Am's agreement 
for the Peking route. 


CORRECTION 


Due to a processing error, Fredrick Chien, 
former vice-foreign minister of Taiwan, now re- 
presentative in Washington of the Coordinating 


Council for North American Affairs, was refer- 
red to in Island in the stream (Review, Apr. 14) 
as foreign minister. The reference should have 
been to Foreign Minister Chu Fu-sung. 
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President Suharto and interpreter with Hayden: building bridges. 





On the tightrope 


Australian Foreign Minister Hayden's visit to Indonesia 
balances party policy with good neighbourliness 


By Manggi Habir 

Jakarta: Australian Foreign Minister Bill 
Hayden aptly described his April 7-9 visit 
to Jakarta as a delicate, difficult and even 
formidable exercise. On the one hand he 
had to be in line with his party's resolu- 
tions on the issue of East Timor, con- 
demning what it called the Indonesian oc- 
cupation of the territory. On the other, he 
had to convince Jakarta of the new Labor 
government's intention to enhance the 
generally good relations existing between 
the two countries. 

Immediately on arrival, Hayden 
acknowledged the differences on East 
Timor between the two countries, adding 
that the purpose of his visit was to bridge 
this gap. In 1978, the Australian Govern- 
ment — then under the Liberal prime 
minister, Malcolm Fraser — had acknow- 
ledged the incorporation of East Timor 
into Indonesia and had voted in the Unit- 
ed Nations in support of Indonesia's posi- 
tion. But last July the Labor party adopted 
a resolution condemning the “Indonesian 
occupation of East Timor." It also called 
for the suspension of military aid to In- 
donesia until Jakarta withdraws its troops. 

This has raised considerable concern in 
Indonesia, especially if it signals Can- 
berra's intention to change its vote on East 
Timor in the UN. This concern deepened 
when it was reported recently that Austra- 
lia planned to abstain on East Timor. 

Amin Iskandar, a member of the In- 
donesian Parliament, explained that the 
bridge between the two countries depends 
very much on the East Timor issue. If the 
Labor government's policy proves less 
favourable than that of the Fraser admin- 
istration, the bridge would collapse, he 
said. 


Trying to allay these fears, Hayden 
affirmed Australia’s need to maintain 
friendly and cooperative relations with In- 
donesia and noted Jakarta's incorporation 
of East Timor. But he also expressed deep 
concern that an internationally supervised 
act of self-determination has not taken 
place. Australia’s UN vote on East Timor 
in October, Hayden said, should be consi- 
dered closer to that time. In the mean- 
time, existing programmes — including 
defence aid — will be maintained pending 
a review of Australia's bilateral relations 
with Indonesia, he added. 

Another Labor Party resolution that 
was of concern to Indonesia, as well as 
Asean as a whole, is the resumption of 
Australian economic aid to Vietnam. On 
this issue, Hayden assured his hosts, Aus- 
tralia will do nothing without consultation 
with the United States, Asean and China. 
And Australia was likely to come under 
pressure on the subject from Chinese Pre- 
mier Zhao Ziyang, who left on a tour of 
New Zealand and Australia on April 12. 
Hayden described his talks with Indone- 
sian Foreign Minister Mochtar Kusumaat- 
madja on this matter as confidential and 
declined to elaborate further. 

Hayden also distinguished between 
Labor Party resolutions and policy. 
"These are matters for interpretation, ap- 
plication and administration by the Labor 
government,” he said. “The implementa- 
tion of any of our policy or resolutions, the 
timing, rate of implementation, the ex- 
tent, the manner, these are all matters 
which are determined by circumstances 
relevant at any particular time and espe- 
cially the internal and external best in- 
terests of Australia." He added that his 
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major intention in this trip was “to com- 
mence the task of resolving differences 
and to denote ourselves to the extent we 
can to the best interest of the people of 
East Timor.” 

Hayden also received several notable 
assurances from the Indonesians. For in- 
stance, more than 80 people living in East 
Timor will be allowed to join relatives in 
Australia, for instance. The family reun- 
ion programme, already commenced, will 
proceed at a rate of 20-30 a month, with 
the next batch of 15 people expected to 
leave shortly. 

There were also discussions on the pos- 
sible visit to Indonesia of an Australian 
bipartisan parliamentary delegation 
which might go to East Timor. The In- 
donesians, however, have made it clear 
they will not accept a commission of in- 
quiry from Australia or any other country. 
The timing of such a visit is still uncertain, 
but some sources indicated it might come 
about before Prime Minister Bob 
Hawke’s visit to Indonesia in June. 
Mochtar said he expected it afterwards. 


he Indonesian Government has also 

agreed in principle to allow the estab- 
lishment of a permanent Australian As- 
sociated Press office in Jakarta. Informa- 
tion Minister Harmoko assured visiting 
officials that there would be no discrimi- 
nation against the entry of Australian 
journalists to Indonesia — which has been 
a problem in the past. He added that they 
would be subject to the same regulations 
applying to visits by journalists of other 
nationalities. 

Although there is no clear indication 
how Australia will vote at the UN, most 
Indonesians were encouraged that the 
new Labor government immediately 
chose Indonesia and Papua New Guinea 
— its closest northern neighbours — as 
Hayden’s first destinations abroad. In- 
donesians have traditionally regarded the 
Labor Party as more sensitive to Asian 
concerns. One Indonesian observer 
explained: “Although this Labor govern- 
ment has a negative platform on East 
Timor, Indonesia feels this is still all right 
due to the underlying goodwill of the 
Labor Party in the past, and that these 
problems can be overcome.” 

Hawke’s emphasis on good relations 
with Indonesia on his first day in office 
also helped. This was stressed again by 
Hayden in a press conference before he 
left for a weekend stay in Papua New 
Guinea. “Although historically, culturally 
and ethnically Australia very largely has 
looked to Europe, its needs in the future 
are to look to the region in which it exists, 
that is to Southeast, East and South Asia,” 
he said. “The course of our history is going 
to be determined by the course of events 
in that region. And if we fail to involve 
ourselves in these developments, then we 
could allow history to move well beyond 
us. In that sense, Indonesia is a very im- 
portant part of this consideration.” 

But the test case for Indonesia-Austra- 
lia relations will very much be the UN vote 
on East Timor. As one Indonesia expert 
put it: “The proof is in the eating.” 
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A family affair 


Prime Minister Indira Gandhi is seeking another five-year 
term, perhaps to pave the way for her son’s succession 


By Mohan Ram 

New Delhi: Indira Gandhi, 65, prime 
minister for 14 of the past 17 years, has set 
her sights on another five-year term, 
perhaps in part to help pave the way for 
her only surviving son, Rajiv, to succeed 
her. First, however, she needs to make 
Rajiv acceptable to her Congress party. 
Then she must help him win in the next 
parliamentary election, scheduled for 
January 1985. 

Congress has not in the past rejected the 
dynastic-succession concept. Mrs Gan- 
dhi's father, Jawaharlal Nehru, was 
elected as India’s first prime minister in 
1947. When he died in 1964, Lal Bahadur 
Shastri held the office for 18 months until 
his death. Mrs Gandhi then won the post 
and held it until her party was routed in 


EBEN. - 
Maneka: an alternative focus. 





1977. But she made a comeback in 1980 
and was grooming her younger son, San- 
jay, to become prime minister before 
tragedy struck in mid-1980 when he was 
killed in an air crash. 

Inevitably, Rajiv was called upon to 
take his brother's place. While he should 
have no difficulty securing acceptance 
from the party, he will face a challenge 
from within his own family — in the per- 
son of 27-year-old Mancka Gandhi, San- 
jays widow. She has just launched her 
own party, the Rashtriya Sanjay Manch 
(National Sanjay Platform), and is staking 
her claim to Sanjay's mantle. 

Her party promises socialism within the 
democratic confines of the present con- 
stitution, more employment opportunities 
for young people and the eradication of 
corruption in both political life and the 
bureaucracy. It also pushes free enterprise 
and minimum state control of the econ- 
omy. “We have taken the best from both 
Left and Right," she said, adding: "Sanjay 
stood for roti [bread], kapda [clothing] 





and makan [housing] for all. The only dif- 
ference perhaps is the peculiar Congress 
style of putting loyalty before efficiency in 
a manner which is paranoid." 

Maneka claims her party has a member- 
ship of 800,000, noting that two party 
members sit in the 531-member parlia- 
ment, two serve as legislators in Uttar 
Pradesh and six more are legislators in 
Andhra Pradesh. 

The Gandhi family feud became dis- 
agreeably open when Mrs Gandhi expelled 
Mancka from her home, charging that she 
had links with Mrs Gandhi's political op- 
ponents and was involved in prejudicial 
political activities from the prime minis- 
ters residence. At the time, Maneka 
maintained that she was not interested in 
politics and had no intention of becoming 
a politician. But it was apparently clear to 
Mrs Gandhi that Maneka planned to pick 
up Sanjay's political career at Rajiv's ex- 
pense. 

Maneka avoids references to Mrs Gan- 
dhi and has not attacked her personally. 
She also avoids criticising her mother-in- 
law for declaring the Emergency in 1975, 
under which more than 100,000 political 
opponents were detained without trial and 
a programme of forced sterilisation of 
men and women was implemented as part 
of the government's family planning 
drive. When asked about the Emergency, 
Maneka simply retorts: “What have I to 
do with it?" 


ajiv, 38, an airline pilot until he reluc- 

tantly entered politics a year after his 
brother's death, was elected to parliament 
in June 1981 from the Amethi consti- 
tuency in Uttar Pradesh which had been 
held by his brother. At that time Maneka 
was too young to qualify for election. But 
she is now old enough to run and, after 
wooing the Amethi constituency for a 
year, she recently declared her intention 
to seek election there. She has been telling 
crowds that while she came there first as a 
bride, she is coming now as. Sanjay's 
widow, seeking their support. Her cam- 
paign has unnerved her brother-in-law. 

Although Rajiv has been in politics for 
more than two years, he is still politically 
green, with none of the acumen and fight 
of his brother. But, like Sanjay, he was 
emerged as an extra-constitutional power 
centre, involved in crucial decisions of 
both party and government. 

Mrs Gandhi, who is Congress presi- 
dent, has started revamping the party and 
has assigned Rajiv the key role in the task. 
Rajiv campaigned with his mother in state 
elections in May 1982 and again in January 
1983. Congress suffered severe setbacks 
on both occasions. Its stunning rout in two 
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| -Maneka’ s party will have. Like Rajiv, 
` Maneka is still a political lightweight, 
“though she has a fast comeback to this 
_charge.“These people are insulting the in- 
sfelligence of the lakhs [hundreds of 
` thousands]. who have joined my party. I 
don't understand this term ‘political light- 
~ weight,’ when some people with parties of 
; just three MPs and a following of six-and- 
a-half аге regarded as political 
_ heavyweights and given a place on national 
“committees.” Her party is unlikely to 
merge as the alternative to Congress be- 
, cause the era of one-party dominance is 
< ending, and India is entering a new federal 
; polity with new regional parties coming to 
ће fore. Still; she can bring discomfort to 
2. Rajiv, not only in the contest for the 
Amethi parliament seat, but also if Rajiv 
becomes prime minister after Mrs Gandhi 
finishes her next term. 
. When Maneka was expelled from the 
prime minister’s home, they exchanged 
- sharply worded letters made available to 
the media by both sides. In her letter Man- 
‘eka slyly noted that when Mrs Gandhi was 
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у were packing up to emigrate. 
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of Prime Minister Yasuhiro. Nakasone’s 
popularity, candidates backed by the rul- 
ing Liberal Democratic Party (LDP) won 
11 of 13 prefectural governorships and in- 


4 creased the number of its members in local 


assemblies by 44 seats. The conservatives' 
wins were somewhat marred, however, by 
the defeat of two of their gubernatorial 
candidates in Hokkaido, in. northern 
Japan, and Fukuoka, in the south. 
Japanese newspapers and others im- 
mediately sought to depict the losses as a 


major setback for Nakasone. These de- 


* 


sa | feats *have dealt a stinging blow to Prime 


Minister Yasuhiro Nakasone," said: the 
Left-leaning Asahi Shimbun. 
mist] victories were viewed as clear signals 
of the electorate’s desire to see the к 
cal tide change.” 


. However, the LDP's gains in most con- 








stituencies. demonstrated its continued 


two gubernatorial defeats stemmed much | 


t of office and faced prosecution by the |. 






strength over various opposition coali- 
tions. For Nakasone’s’ detractors, the 
Hokkaido and Fukuoka results were, at 


| best, a psychological blow to the prime 
| minister and the ruling party. Japanese | 
the. politics, as in other par 

- racies, can be influenced by psychological 
i factors, and it was tempting for anti-Naka- 
$ | sone forces to overestimate their i impact. 





More impartial analysis suggests the 


more from local causes than from апу 
overwhelming popular distaste for 
Nakasone. In Fukuoka, for instance; in- 
cumbent governor Hikaru Kemei, who 
was backed by the LDP and Right- leaning 
Democratic Socialists, had held office for 
16 years. 

Many voters had become irritated by 
what they viewed as his arrogant manner, 
and his new official residence, constructed 
at a cost of ¥59 million (US$25,100), led 
some voters to attack him for wasting pub- 
lic funds to sate his own overweening de- 
sires. Even so, the race was barely won by 
Hachiji Okuda, who was supported by the 
socialist and communist parties. 

Conservative governors had held office 
for 24 years in Hokkaido, Japan’s largest 
northernmost island. Takahiro Yoko- 
michi, representing the socialists, nar- 
rowly defeated Kenichiro Mikami, who 
was backed by the LDP and four other 
conservative or centrist parties. 

Neither man had held the top prefec- 
tural office before, but Mikami had served 
as deputy governor and is a former 
bureaucrat. The victor is a much younger 
man, described by analysts as having a 

"refreshing personality.” That image 
played at least as much of a role in his win 
-any voter rejection of Nakasone. 





| e | The ruling LDP wins all but two of 13 prefectural governorships 
but newspapers talk of a setback to Nakasone x 


By Mike Tharp 
| Tokyo: In local elections, billed as a test 


"[Refor- | 


| office. 


polls throughout Japan, а record. low 

















Tokyo Gakugei- University : and апай 
ted. Nakasone foe, said. befor 
tions that "it is essential for pri 
elements to win in all three prefect 
[Hokkaido, Fukuoka and in Tokyo it: 
especially in Tokyo, in order to: v 
the conservative tide." However. 
Tokyo the LDP’s Shunichi Suzuki 
defeated a man supported by i 
and communists. * 
Some analysts: believe 
gubernatorial losses will force. the 
minister to change the course of 
policies, especially to moderate. 
hawkish views. That may h 
Nakasone has already tont 
rhetoric on. defence issues and h 
sumed a considerably lower profile in t 
past two months than in his first weeks 



































































“Perhaps the best gauge. of the: election's 
larger significance’ was voter turno 
Only-63.21% of eligible voters went tà: 
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Once again, 
the right plane for the job is Hercules. 


Hercules has plenty of space in its main compart- 


The United States Coast Guard faces an ever- 
increasing workload of maritime patrol. Too much for 
even its present fleet of 22 Lockheed Hercules 

So the Coast Guard made an addition 

They bought another five Hercules— because 
Hercules is the ideal aircraft for search and rescue 
surveillance and a wide range of patrol missions 

Hercules can span more than 2,600 nautical miles in 
low altitude operations. And it can remain aloft for up 
to 18 hours, depending on mission radius 

So one Hercules can cover assignments that might 
oecupy two or more smaller, short-range aircraft 

The Coast Guard's Hercules meet all ICAO require- 
ments for search and rescue, as well as sea/land and 
air lane surveillance. And they can be converted 
quickly to carry cargo, personnel, or both 


ment for rafts and survival gear— and it can deliver 
them right on target through its ten foot by nine foot 
rear opening. That's a lifesaver 

And with its four efficient turboprop engines; 
Hercules is also a fuel saver. Over the life of a single 
Hercules, hundreds of thousands of dollars may be 
saved compared to operating an aircraft with the most 
economical jet engines available 

Hercules will serve the U.S. Coast Guard as its prime 
long-range aircraft for the rest of this century 

Because in maritime patrol, there's still no equal 
to Hercules 

Contact Director of International Sales, Lockheed- 
Georgia Company, Zone 1, Marietta, GA 30063, U.S.A 
lelex: 542642, Lockheed Mara 


3 Lockheed Hercules 
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The SAP is rising 


The Social Action Party is tipped to gain from the snap 
election, but the army’s long-term role remains crucial 


By John McBeth 

Bangkok: Thailand goes to the polls for 
the first time in four years on April 18, 
with predictions of the outcome obscured 
by the short period allowed for campaign- 
ing — less than a month — and a continu- 
ing clash of wills between two of the gov- 
ernment coalition parties and an army ap- 
parently determined to have its way in 
forcing social and political change. 

As many as 1,873 candidates — 1,446 
fielded by 14 different parties, the remain- 
der independents — are contesting the 324 
seats in the expanded House of Represen- 
tatives. Although election crystal ball-gaz- 
ing is a foolhardy exercise in Thai politics, 
most analysts are predicting strong nation- 
wide support for former premier Kukrit 
Pramoj's Social Action Party (SAP) — the 
biggest ofthe coalition partners and one of 
the few groupings with an identifiable 
platform. 

The SAP and the Democrat Party of 
one-time foreign minister Pichai Rattakul 
played a significant role in the recent de- 
feat of army-backed constitutional 
amendments. These changes would have 
extended the current legislative powers of 
the appointed 225-man Senate and al- 
lowed serving military officers and civil 
servants to hold cabinet posts — two of the 
12 transitory clauses in the four-year char- 
ter which automatically lapse on April 21. 

The two parties were, however, power- 
less to head off an early dissolution of the 
lower house and the calling of the snap 
election under the old multi-constituency 
system of voting, a move observers are 
convinced was engineered by influential 
army officers. These officers aim to under- 
mine the major parties' ability to secure a 
significant majority and thus create a 
post-poll atmosphere conducive to the 
military seizing back the initiative. 

If the elections had been held after the 
provisional clauses had lapsed, as earlier 
scheduled, they would have been or- 
ganised along new lines under which each 
of the provinces became a single consti- 
tuency, with voters choosing irom а slate 
of candidates fielded by each party. This, 
it is generally assumed, would have given 
the inside running to the SAP, the Demo- 
crat Party and Deputy Premier Pramarn 
Adireksarn’s industrially based Chart 
Thai Party, the three major elements 
which army theorists see as advancing the 
cause of a monopolistic-capitalistic dic- 
tatorship. 

Despite the defeat of the two amend- 
ments, Kukrit appears generally pessimis- 
tic over what the future holds and the way 
the election has been forced on the par- 
ties, giving them little time to organise. In 
private conversation, he has chafed over 
the fact that he has had to spend most of 
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the campaign in Bangkok, where the SAP 
and the Democrats have formed what 
amounts to an alliance in a bid to upset 
charismatic Prachakorn Thai (Thai Citi- 
zen) Party leader Samak Sundaravej, an 
open supporter of the constitutional 
amendments. 

Samak scored a stunning victory in the 
1979 elections when he captured 29 of the 
32 seats in Bangkok, up to then a Demo- 
crat stronghold. Four more seats have 
been added this time and, with the cam- 
paign revolving around the ideological de- 
bate thrown up by the constitution issue, 
political observers are predicting a much 
larger turnout than the 20% recorded four 
years ago — particularly among middle- 
class voters. The general feeling is that this 
will favour the SAP and the Democrats, 


Anant: arrest helps the cause. 


but Samak is a consummate politician and 
the crowds he has drawn at rallies indicate 
he still enjoys a strong following, mostly 
among lower-class workers. 


S analysts feel that the March 30 ar- 
rest of Anant Senakhan, a monk 
turned political activist, on charges of lese- 
majeste may have helped Samak's cause 
at a crucial time. Anant, a 48-year-old re- 
tired police major, had taken off his saf- 
fron robes to join a hunger strike against 
the constitutional amendments and also to 
lead a movement dedicated to Samak's 
downfall. He was arrested after he stun- 
ned thousands of people at a Bangkok 
rally by making critical remarks about 
members of the royal family, a public out- 
burst unprecedented in a country ultra- 
sensitive about matters concerning the 
monarchy. 

Anant also attacked what he called the 
sarm taharn sua (three musketeers), refer- 
ring directly to army commander-in-chief 
Gen. Arthit Kamlang-ek, assistant chief 
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of tat (operations) Lieut Gen. Chuovali 


Yongchaiyuth and 1st Division comman- 
der Maj.-Gen. Pichit Kullavanich. All 


three officers had been vocal advocates of 


the amendments. % 
Knowledgeable observers 
Samak’s Prachakorn Thai is likely to pick 


up as many as 20 seats іп the capital and — 


perhaps five to 10 in adjoining Central 
Plains provinces, probably at the expense 


of Chart Thai. On that assessment and 
given forecasts — admittedly somewhat. 


optimistic — of an SAP-Democrat romp 


across the country, the vote will not be 
enough to satisfy Samak. The former in- 

terior minister has let it be known he is | 
growing impatient with his opposition role. 
and now wants a place in government. ~ 


The constitution issue will not be such 


an important factor among the bulk of © 


Thailand's eligible 24 million voters in the 
countryside as it is in Bangkok. For in the 
countryside the ballot-box tends to be in- 


fluenced by money-dumping, influence- — 
peddling and, in many cases, the sheer 


personality of a candidate. 


An exception to this generalisation may- 
be in the south. In contrast to the rather ` 


cosy accommodation reached by Bangkok 
party leaders, SAP ei Democrat candi- 
ates 


in a head-on strug- 
gle for the 41 seats 
up for grabs there. 
Paradoxically, both 
are claiming the 
tacit endorsement 
of 4th Army Region 
commander Lieut- 
Gen. Harn Lina- 
nond, a_ popular 
figure among the 
southern popula- 
tion and one of the 
few senior army of- 
ficers to come out in 
opposition to the 
amendments. 

Publicity sur- 
rounding ^ Harn's 
open stand on the constitution, and sub- 
sequent rumours that he was facing dis- 
missal from his post in retaliation, has no 
doubt had its impact on southern voters, 
even if past electoral behaviour patterns 
show them to be basically constant sup- 
porters of either the Democrats or SAP. 

The general was once associated with 
Chaovalit and a core of 15-17 other offi- 
cers in a think-tank group known as the 
Democrat Soldiers, whose platform and 
ideas appear to be exerting considerable 
influence on the army's current political 
strategy. Why he made the break with his 
Bangkok-based colleagues is not entirely 
clear, but a wide body of opinion believes 
it was because he was kept in the south 
after last October's annual military re- 
shuffle instead of being appointed army 
chief of staff. 

Against this background, the SAP is 
being tipped to make further inroads into 
what has been a traditional Democrat 
stamping ground. There have been signs, 
however, that both parties may have a 
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former aide to the late army strongman 
en. Ktis Sivera, was the chief lower- 
ouse lobbyist for the constitution legisla- 
on. But local observers rule out the 
endment as the issue at stake and say it 
much more to do with the voters’ as- 
essment of individual candidates in terms 
tackling uniquely ethnic problems. 

АР, which continues to attract wide- 
ead rural backing because of its tam- 
development scheme, is also likely to 
Il іп the 110-seat northeast region — 

















iness ^ tycoon Chaisiri . Ruengkan- 
aset has returned to the party fold. 
arid northeast is probably Thailand’s 
st politicised area, due to general pov- 
rty and to its past reputation as the cradle 
ihe Communist Party of Thailand's re- 
utionary i ideals. Analysts also put much 
lock in the influence of the region's cadre 
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Bangkok: The recent decision off former 
eputy . prime. minister ^. Boonchu 
anasathien not only to withdraw his 
andidature from the April 18 elections, 

also to resign from the Social Action 
ty (SAP) he helped to found, under- 
sores the complexities of the broader de- 
ate over how to implant a democratic sys- 
‘tem in Thailand, 

The banker and self-made millionaire is 
ught in a dilemma: he is the architect of 
е SAP's platform which lays down a 
ame plan for the growth of democracy at 
assroots level, yet he is now clearly con- 
nced that it can be achieved only during 
prolonged period of government stabil- 
y that is not yet in sight. Boonchu feels 
that whatever the outcome of the election, 

the stability he seeks is not guaranteed be- 
use of the open conflict, which has de- 
eloped between the major political par- 
and an army determined to take over 
irect leadership of political and social 
velopment. - 

“Itis a war now, s "he told the REVIEW in 
an interview shortly after his decision was 
made public. “Before you start a war what 
you should do is try to find a peaceful way 
. of settling things so there will be no casual- 
ties. But now you have to have casual- 
_ ties.’ 

© Boonchu said he had held: meetings with 
assistant army chief of staff (operations) 
Lieut-Gen. Chaovalit Yongchaiyuth, who 
is PIN regarded as the key figure 




















seeking to retain the seat 
| ter by-election struggle with the 
August 1981. Kriangsak has kept up. rone |. 
tacts with his Roi-et constituents during | 
the intervening period and once. again 


оп, a pineapple lata dah owner cand 


larly now that Ubon Ratchathani 


hoolteachers, who have done much to 





among а group of. seni і 
that with the Communist Party of Thai- 











seems to have an inside track. However, 


few other members of his maverick party- 


are expected to follow him into parlia- 
ment. 


he campaign for the 57 seats in the 
northern provinces is almost certain to 
give the SAP another significant block of 
seats, with indications that the party will 
pick up a few gains at the expense of Chart 
Thai. Weighing in its favour has been the 
decision of Deputy Agriculture. Minister 
Narong Wongwan, at the head of a small 
independent faction, to rejoin SAP ranks. 
The election outcome on the. Central 
Plains (80 seats) defies any sort of predic- 
tion in a country where Gallup would run 
quickly out of credibility in any event. 
Chart. Thai — fielding the third largest 
number of candidates overall behind the 
SAP and the Democrats — will probably 


rmer. deputy premier Boonchu voices fears - 
ver the тшу een confrontation” : 





land on the verge of collapsing, the army 
should now turn inwards and devote itself 
to a remodelling of the country" s political 


| machinery. The defeat in parliament оѓ. 
` the army-backed amendments to the con- 


stitution (REVIEW, Mar. 31) has proved 
an obvious setback to those aspirations 
and has led to the sort of stand-off that 
Boonchu says he deplores. 


While it may be possible for the SAP. 


and the ideologically aligned Democrat 
Party to achieve a:workable majority after 
the April 18 poll, analysts believe a second 
attempt to push the amendments through 
the new parliament might very well suc- 
ceed — asit must if the army is determined 
to impose its influence through the exist- 
ing political set-up. 


oonchu wants to believe senior army 

leaders are sincere in their avowed in- 
tention to preserve their hold on power 
long enough to create a stable, grassroots 
democratic system. Не says that in. his 
meetings with Chaovalit and other officers 
he has reached a meeting of minds on how 
this can be achieved.through elected tam- 
bon (the lowest administration unit) and 
provincial councils — ironically along the 
same lines as the plan laid down in the 
platform of the SAP, one of the three 


‘major parties that army theorists: have |- 
pminousty labelled. monopolist-capitalist. | 


do as well as any group with party leader 





exert any direct influence on voting, either 


‘through the national defence volunteer 


force or the Village Scout movement, has 


` been worrying some civilian politicians. 


SAP guru Kukrit for one, however, no 
doubt feels he has little cause for fear after 
his experience in the Roi-et by-election 
when the military sided with his party 
against Kriangsak. According to one still- 
unpublished story now being given a wide 
airing, a senior army officer confidently 
told Kukrit on. the day of voting that the 
SAP would romp home. As things turned 


‘out; the reverse was the case. 


A greater preoccupation would appear 
to be with post-April 18 developments and 
whether the army will make a new attempt 
to regain lost ground. Although puzzled 
over the heavy-handed and seemingly 
inept manner in which the army handled 


the amendment issue, analysts are. соп- 


vinced that senior army brass have not lost 


their determination to follow the.path of 
- political and social nation- "building they 


have clearly chosen. PU C. haces 8 








Under this approach, government offi- 
cials would act іп а subordinate or man- 
agerial role with the real decision-making 
powers resting with. the councils them- 
selves. “They [the army officers] see this is 
a way to improve the efficiency of the gov- 
ernment service by delegating power to 
that level and letting the people have the 
right to manage things instead of waiting 
for instructions from the central govern- 
ment, passed on by posue and district 
officials," "Һе said. 

Boonchu also found an understanding 
among those he talked to. of economic 


| problems arising from: planning 'every- 
1 thing from the centre, and the virtue to be : 


gained in allowing rural areas to establish 
their own objectives. What troubles him, 
however, is the army's basic ignorance of 
the marketplace and, following from that, 
what it sees.as the development of a 
capitalistic dictatorship in which the rich 
will continue to prosper to the detriment 
of the poor... 

"They have an unprofessional way of : 
thinking," he told the Review. “They 
understand business in theory, but not in 
practice. They don't. understand the free 
enterprise system or how to utilise it and 
seem to have the idea that they must.se- 
cure control of the country's economy. I 
have explained-to them that they cannot 
simply go and do it themselves." 

Despite such criticism, Boonchu obvi- 
ously sees the military as the only force 
capable of bringing concerted change. “It 
is the Thai people who are going to build 
democracy,” ће says; “Ван those who can 
take the lead must be the best organised 

. the way the political parties аге going 
ey won't succeed.” 
. JOHN McBETH 
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Suharto reviews troops: confident of success. 


The generation game 


The installation of a new armed forces chief may be 
the final step on the road to regeneration 


By Susumu Awanohara 

Jakarta: With Gen. Benny Murdani as- 
suming command of the armed forces, the 
regeneration of the Indonesian armed 
forces (Abri) — one of the crucial political 
issues of the day — has reached the top of 
the organisational pyramid within the 
military. Murdani, a prominent intelli- 
gence officer, was installed in his new post 
at the end of March. 

Indeed, Murdani's first words in his new 
job were on Abri's regeneration, which he 
said would be completed, with a few ex- 
ceptions, this year. After paying tribute to 
the so-called 1945 Generation, which 
struggled for Indonesia's independence 
against the Dutch, Murdani declared: 
“Please rest assured. We [the younger 
generation] shall carry on your ideals and 
aspirations.” 

The existence of distinct generations — 
the 1945 Generation, the Post-Revolu- 
tionary Generation and in between the 
two, the so-called Bridging Generation — 
has made the regeneration of Abri more 
difficult than would otherwise have been 
the case. The 1945 Generation has been 
concerned that younger leaders may lose 
close contact with the masses, while these 
younger leaders themselves have appa- 
rently wanted to stand on their own feet. 

More needs to be done for the top offi- 
cers who are being demobilised, and in 
times to come the younger generation may 
modify the implementation of some basic 
Abri tenets. But Abri's regeneration has 
reached its final stage and those con- 
cerned, including President Suharto, are 
apparently confident that it will be com- 
pleted successfully. 

While Murdani's predecessor, Gen. 
Mohammad Jusuf, was also defence 
minister, the new defence law of 1982 
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separated the two positions. The army's 
former chief of staff, Gen. Poniman, who 
is past the retirement age of 55, has been 
appointed defence minister. 

Informed sources said that Suharto in- 
tended the minister's position fora retired 
officer and the commander's for an officer 
in active service. Some of these sources 
speculate that the separation of the two 
jobs was one way of allowing a handful of 
1945 Generation officers to maintain an 
active role without violating the all-impor- 
tant age limit that applies to active offi- 
cers. The separation also suited Murdani, 
a professional soldier with modest politi- 
cal ambitions, whom Suharto wanted in 
the key commanding position to forestall 
any disorder, these sources added. Others 
pointed out that separating the jobs and 
turning the ministry over to the civilians 
were steps in keeping with the democratic 
aspirations of civilians in the New Order 
leadership. Although Poniman is an Abri 
man and has not yet retired, he is expected 
to retire in the near future. The new struc- 
ture opens the possibility of a civilian be- 
coming defence minister. ' 


S5 observers feel that the separation 
of the two jobs has more to do with the 
return to normal of the political situation 
than with Abri regeneration, however. 
Abri's former deputy commander, Gen. 
Sumitro, who was once involved in a re- 
form that resulted in the two jobs going to 
one man, holds such a view. The same re- 
form, begun in the early days of the New 
Order, also resulted in the heads of the 
armed services losing ministerial rank as 
well as command function, and coming di- 
rectly under the defence minister as chiefs 
of staff. 


CUm лана. о с * 
The main object of the reform was to 
cut direct links between the president and 
the services and so prevent the services 
from becoming political tools, 
to Sumitro. He adds that while it was 
necessary to put an end to the serious 
inter-service rivalry of the old order and 
unite the armed forces again, the reform _ 
was considered an emergency measure, In 
normal times, the jobs of defence minister 
and commander of the armed forces 
should be split so as to prevent one man 
from becoming too powerful, Sumitro 
says. The apparent scaling down (or at 
least, reorganisation) of Kopkamtib — 
the command for the Restoration of Sec- ` 
urity and Order — is another indication 
that the situation has returned to normal, 
he adds. 

Whatever Suharto's motive, Murdani's 
appointment marks the first time an of- 
ficer of the Bridging Generation has 
reached commander level. Precise defini- 
tion of the generations varies, but the 1945 
Generation is made up chiefly of the free- 
dom fighters who participated in the inde- 
pendence struggle. The Post-Revolu- 
tionary Generation is a product of the 
Magelang Military Academy started in the 
late 1950s and later the armed forces Mili- 
tary Academy. The Bridging Generation 
encompasses those who studied at a short- 
lived academy in Jogjakarta in the late 
1940s and early 1950s (some of whom 
went on to finish their training in Holland) 
and those who participated in the inde- 
pendence struggle in student battalions | 
and stayed on in the army. 

Aside from Murdani, other officers of 
the Bridging Generation have also taken 
key Кур in the Abri hierarchy, both 
as field commanders and staff officers. 
The new army chief of staff, Lieut-Gen. 
Rudini, is of the middle generation, as are 
many of the army’s 17 area commanders, 
In fact, some of the area commands are 
now going to the Post-Revolutionary 
Generation. Regeneration has naturally 
advanced at the lower levels of the Abri 
pyramid. Near the top, however, two of 
the four defence regional commands are 
still in the hands of officers who are of the 
1945 Generation. 

The biggest problem of regeneration 
has been that even the youngest members 
of the 1945 Generation were reaching re- 
tirement age and leaving in great numbers 
without being adequately replaced by 
younger officers. According to Lieut- 
Gen. Sutopo Yuwono, governor of the 
National Defence Institute, this gap in 
personnel is explained by the fact that for 
much of the 1950s, Indonesia simply did 
not have military academies. Recruitment 
of the Post-Revolutionary Generation of 
officers has proceeded smoothly but only 
from the late 1950s. As a result this gr 
was considered too young and inexperi- 
enced to fill the posts vacated by the 1945 
Generation. 

The gap in experience (and hence, out- 
look) is considered to be as serious a prob- 
lem as the personnel gap. Whereas the 
older officers originally came from any 
number of non-military backgrounds, and 
were thus in close touch with the people, 
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reduced the divisional р rochialism and |. 
erservice rivalries: which plagued the . 







older generation, it has also produced a 
generation which tends to. be more in- 
erested in weaponry than in social and 
jolitical affairs (referred: to here.as sos- 
pol). "The old generation used to say; То 
fight this battle we need to understand 
Pancasila {the state: ideology]’,” . one 
alyst observed. “The young generation 
То fight this battle, we need so many 
of this or that make, so many fighter 
bers and so on"... 

nlike their counterparts in some other 
tries; the old warriors here are wor- 
| bout their juniors becoming too 
. with the | neral populace, though 



















opposite | 
tion might turn too. liberal —is.also 
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nation and guiding its Genet | 
945 Generation has- consistently 






that younger officers must 





their views-and gain a deeper. 








tanding of sospol, as well as Pan- 

to. avoid militarism and au- 
anism. 

pparently the concern of the 1945 

eration’ is justified to an extent. For 
















































Ja nkins. 
п December 18, 1948, when Indonesia 
was fighting for its independence from 
Netherlands, Dutch transport planes 
peared without warnin g over the repub- 
apital of Jogjakarta in Central Java, 
gorging hundreds of : battle- tested 
ооретѕ. By noon, the troops had 
cured the airfield and ‘had advanced on 
е town, where President Sukarno, 
oring the pleas of his military comman- 
lowed himself to be captured:along 
th his entire cabinet. j| 
When the nearby city of Solo fell to the 
ch the next day, Leonardus Benyamin 
enny) Murdani, a student in the local 
nior high school; withdrew.to the hills to 
the. guerillas.» He. was, he recalls 
dly, “16 years and two months." For 
dani, now 50, it was the start of amili- 
career that has brought. him to the 
most senior command position in the In- 
donesian armed forces and confirmed his 
status as probably the second most power- 
ful man in the country after боуеагою 
President Suharto. 


Вот іп Сери, а junction town. on the | 
i J 





mple, реш governors are having. 





cope with this phenomenon. The most ob- 


vious measure, according to Sutopo, is the 


lage") programme, which is intended to 
create opportunities for the young officers 
to understand social and political affairs. 


Under the programme, Abri men help | 


with construction and other social work in 
the villages. The second remedy is the 
tour-of-duty system; which requires- offi- 
cers to shift jobs at fairly frequent intervals 
in order to broaden their experience. 
Ideally, the tour of duty would include not 
only staff and command jobs in different 
parts of the country büt also stints at local 
parliaments. There is also education 
through which the old generation hopes to 
inculcate the meaning of sospol in the 
young, Sutopo says. 

Although it is difficult to obtain a clear 
profile of the Post-Revolutionary Genera- 
tion, analysts have claimed variously that 
it tends to come from the more privileged: 
families, that it tends to have among its 
ranks more devout. Muslims than the ear- 
lier generations and that it is at least as 
nationalistic as, and more idealistic than, 
its seniors. But at least under Suharto's 
tight rule, there has been little concern 


. over impatient Young Turks trying to top- 


ple the system. Restructuring has made it 


guard against change 
en. Benny Murdani takes command after a varied — — 
reer in the diplomatic and intelligence fields 


man. Javanese woman whose maiden 
name was Roech. The area around Cepu 
was parched and neglected, its teak forests 
worked out, and the family had to struggle 
to make ends meet. 

There was, however, one great source 
of local pride. In 1926, Indonesia’s fledg- 
ling communist party had organised a re- 
bellion- near Purwodadi, апа Murdani 
senior had taken part. His involvement, 


like that of most other railway workers in 


the area, seems to have stemmed тоге 
from strong anti-Dutch feelings than any 
communist leanings, and it was to be a 
touchstone of the family's nationalist cre- 
dentials for many years into the future. 

In 1950, after the Dutch had recognised 
Indonesian sovereignty, · Murdani апа 
others like him were given a choice — to 
complete high school and go to university 
or to make their career in the military. 
Murdani, who had abandoned his studies 
in the.second year of junior high school 
and who was still a long way from univer- 
sity entrance, opted for the military. He 


: y woul ; 
Lb their time rather than play havoc. Finally, 

‘because the younger officers: are тоге 
- professional and less likely to enjoy mass 
- support, concerted moves to take over are 







Abri Masuk Desa. (“Abri enters the vil-. 





enrolled as a student at the Army Officers- 
Training Centre (P3-AD) in Bandung. At 


viewed here as reduced possibilites. 


'his is not to say the younger generation 
‘tion has. not had complaints. They 
were unhappy, for instance, when the re- 
tirement age was extended from 48 to 55 in 
the mid-1970s, just when the majority of 
the.1945 Generation was about to be pen- 


-sioned off. Some now claim this extension 


was intended only for a nucleus of vital of- 
ficers at the top who would remain while 
the preparation of the new generation was 
being completed, but that it ended up 
being applied to all levels, thus creating 
some resentment. This time, there is de- 
termination to stick with the limit of 55. 
Closely related to the concept of sospol 
is that of dwifungsi (dual function), which 
holds that Abri has an important socio-po- 


‘litical, as well as a military, role to play. 


Dwifungsi i isenshrined in the new defence 
law, and as a principle it is unassailable. 


' But there has been some concern about 


the dominant positions which Abri, as an 
institution and through individual offi- 
cers, has come to occupy in the country’s 
politics and business. There are many ob- 


pride in the fact. that his schooling was 

"very tough." Cadets at the training 
centre had one year of class work followed 
by another year as instructors: While still 
cadets, they were sent to join combat 
squads as company sergeant-majors. 

The future commander of the armed 
forces was assigned to a unit of the West 
Java Siliwangi division, which was en- 
gaged in operations. against the. Darul 
Islam (Abode of Islam); a Muslim organi- 
sation led by men who were seeking to set 
up a state-on what they took to. be Islamic 
principles. Не was to remain in the field 
for 18 months, longer than most of his con- 
temporaries, before being commissioned 
in 1954, 


his field. experience set the: P3-AD ` 

graduates apart from about 50 of their 
contemporaries, including Lieut-Gen. 
Rudini, 53, the new army chief of staff, 
who studied. at the Royal Military 
Academy at Breda; іп the Netherlands, 
between. 1951-55. It also provided:Mur- 
dani, a Roman Catholic in an army in 
which the suspicion of political Islam runs 
deep, with an insight into the potential of 
man's inhumanity. Murdani still recalls 
the way in which. friends in the Siliwangi 


| were ambushed by the Darul Islam, 


dumped in drums of oil and boiled alive. 

In January 1954, Murdani volunteered 
for the new army cömmando corps, | later 
to Бе k 
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E stay with the unit ent on a succes- 


' "sion of diplomatic assignments in the mid- 
9605. - - 


t Ше United States-supported 
"RRI-Permesta regional rebellion, Mur- 
ani saw. action" in’ various. parts of 
^ Sumatra. At Palembang, he was with a 
“company of about 130 теп + who 
parachuted in to retake the oilfields: They 
. jumped from about 1,250 ft and hit the 
ground 12 or 13 seconds later, confident 
«that they were the first unit to go in, but 
. Surprised to find fresh parachutes strewn 
І across the airfield. The CIA, it seems, had 
. just dropped à quantity of arms to the re- 
‘Is. “It’s funny sometimes the things the 
Americans get themselves ноу Murdani 
once recalled. 
. In 1962 there was more action. 
ikarno, unable to persuade the Dutch to 
p their last outpost іп West New 
nea, had embarked on a campaign to 
est the territory from them by force, the 
opération being put under the charge of 
Brig-Gen. Suharto, an unassuming 
Javanese officer who was to emerge as 
president within four years. 




















$ Indonesian republic’ stretched — from 
< Sabang, off the northern tip of Sumatra, 
‘to Merauke, a trading town in the swampy 










rder. And on a number of oc- 
ini, then a 29-year-old 
to Suharto that he 
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paratroops under his command; Murdani 
climbed aboard one of three air force Her- 
cules transport planes which had been as- 
signed to the top-secret Operasi Naga 
(Operation Dragon). Typically, he asked 
the air force to drop his force over the 
town. But the pilots, using incomplete 
1932 maps and flying over unfamiliar ter- 
ritory, scattered his force across jungle 
and swamp country 15 miles to the north. 
It took Murdani two months to assemble 
his men. On August 21, just as he was pre- 
paring a commando raid on the town, a 
ceasefire was announced. 


he months in the jungle were particu- 

larly difficult. Before leaving, the unit 
had been given rations for 14 days. When 
these ran out they were forced to live off 
the land, killing wallabies and other small 
marsupials until a supply aircraft located 
them in July. The various privations took 
their toll. Murdani was able to assemble 
only 80 men for the planned attack on 


— Merauke — not sufficient to hold the 

` town, but enough to punch a hole in Dutch 

- Claims that they exercised uncontested 
- control over the territory. 


Although thwarted by the ceasefire, 
Murdani was awarded the Bintang Sakti; 


` Indonesia's highest decoration for brav- 


ery. And his exploits with the RPKAD 
captured the attention of the national 
newspapers, as well as that of the presi- 
dent. Sukarno took an interest in the 
young paratroop officer and not only 
urged him to marry and settle down, but 
actually found the girl for him, a ste- 
wardess on the presidential aircraft. He 
then played host at Murdani's wedding at 
the Bogor Palace, former seat of Dutch 
governors-general. 

When Sukarno launched his so-called 
Confrontation against the new state of 
Malaysia in 1963, the army was a reluctant 
participant, anxious to play its part in car- 
rying out national policy, but doubtful 
about the wisdom of the move and trou- 
bled that the communists would increase 
their hold on Java while the army was 
away in the field. When officers associated 
with Suharto put out secret peace feelers 
to Malaysia, Murdani began a nine-year 
stint as a diplomat. 

Posted to Bangkok on delicate liaison 
work, he operated under cover as a 
Garuda Airways ticketing official. After 
the August 1966 agreement formally end- 
ing Confrontation, he served as a liaison 
officer (later as charge d'affaires and 
deputy chief of mission) in Kuala Lumpur. 
He was transferred from Malaysia to 
South Korea in 1971, serving initially as 
consul-general and later as charge d'af- 
faires. He was about to be named an. am- 
bassador (possibly to the Netherlands) 
when the so-called Malari riots erupted in 
Jakarta in early 1974. 

Brought back to take over as army intel- 
ligence chief, he rose rapidly in position 
and influence, eventually outstripping his 
patron, Lieut-Gen. Ali Murtopo. When 
the situation deteriorated in East Timor, a 
Portuguese outpost in the eastern back- 
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ано d a cautious ^ 
licy, drawing on the skills of both Murtopo 
and Murdani. As the former sought to 
bring about the peaceful incorporation of 
the Portuguese territory, the latter was in- 
structed to prepare for a possible military 
takeover. 

At times, Murdani's gung-ho approach 
had to be kept in check. In August 1975, 
when the non-military options had not 
been exhausted, Suharto was treated to a 
full-dress briefing by the then defence 
minister, Gen. Maraden Panggabean, on 
how Indonesia proposed to subjugate 
East Timor. There were maps and charts 
on every wall of the briefing room, as well 
as details of the tides and where the vari- 
ous units would land. 

Suharto, somewhat taken aback, asked 
Panggabean who had prepared all these 
plans, only to be told it was Benny. The 
president shook his head. “Benny!” he 
exclaimed. “If you listen to Benny you'll 
be in a war every day." When 30,000 In- 
donesian “volunteers” were eventually 





thrown into Timor, officers and men 
proved so inept that, as one source put it, 
they *made the late lamented Royal Lao 
Army look professional." 

Indonesian marines and paratroops in 
Dili exchanged fire with one another as 
Timorese resistance forces withdrew into 
the hills. One Javanese unit went on such 
an orgy of killing that its excesses are still 
recalled. (Murdani, furious, pulled the 
unit out of Timor 10 days after it arrived.) 

The strong international criticism of In- 
donesia's annexation of Timor still rankles 
with Murdani, though in a lighter moment 
he will sometimes refer to himself self-de- 
precatingly as “the two-headed monster of 
Timor." In fact, Murdani has done a good 
deal in the years since 1975 to push 
through projects aimed at improving the 
lot of the Timorese, the one major 
shortcoming on that score being the 
army's reluctance to hand back the lucra- 
tive coffee monopoly seized from local in- 
terests. 

By the late 1970s, Murdani's star was 
securely established in the Indonesian 
military firmament, Timor notwithstand- 











t try of Defence at Кор- 
kamtib, the powerful Command for the 
Restoration of Security and Order, and 
deputy head of Bakin, the state intelli- 
gence coordinating board. 

He was also head of the strategic intelli- 
gence centre and, in an emergency, would 
have had operational control of all Kopas- 
sandha forces, the 5,000-man “praetorian 
guard” of the Defence Ministry. Beyond 
this, he was used by Suharto in a variety of 
other roles, mainly in foreign affairs. He 
negotiated the purchase of reconditioned 
Israeli jet fighters for the air force, made 
two secret visits to Hanoi, held explorat- 
ory talks with the government’s key oppo- 
nent in a sensitive corruption case and 
jointly supervised the storming of a 
hijacked Garuda jetliner in Bangkok. He 
also had overall responsibility for the re- 
settlement of all Indochinese refugees in 
Indonesia. Throughout this period Mur- 
dani strove to maintain a low profile, leav- 
ing his uniform in the cupboard and wear- 
ing business suits and safari jackets. 

Murdani is in many ways a natural 
choice as commander of the armed forces. 
His loyalty to Suharto is unquestioned and 
he possesses in full measure the command 
qualities highly prized by senior officers of 
the so-called 1945 Generation. Murdani, 
says a retired four-star general approv- 
ingly, “is a fighting animal.” 

He is not, however, a very political ani- 
mal. Murdani is a soldier and an intelli- 
gence man, knowledgeable about military 
matters and with some experience in 
foreign affairs, but with little of the politi- 
cal skill or sagacity of officers of the 1945 
Generation. A man very set in his opin- 
ions, impatient and combative, he is not 
cut out for the sort of give and take that is 
the stuff of everyday politics, as even close 
aides are prepared to admit. 

His view of the world is essentially static. 
He does not see much of a social or 
economic dimension to the problems fac- 
ing the country, nor does he make much 
allowance for what others might regard as 
a need for legitimate dissent. Murdani 
tends to shoot from the hip. He speaks dis- 
dainfully, even contemptuously, of the 
more outspoken opposition groups, be 
they students, party politicians or retired 
generals, particularly when the critics zero 
in on what they see as the shortcomings of 
the Suharto regime. 





|’ 1979, as student groups were stepping 
up their attacks on the president, an 
angry Murdani asked what right student 
councils had to act as they did. The stu- 
dent leaders, he said, came from obscure 
places like Mataram on Lombok “where 
they are even afraid to speak to the local 
Hansip [civil defence] man.” And yet they 
zame to the big universities and thought 
they were entitled to denigrate the presi- 
dent of the republic. з 
Murdani's relationship with Suharto, а 
man 12 years his senior, is like that of 
father and son, as Murdani himself ac- 
knowledges. As one source puts it, he 
does not confront the president as some of 
Suharto’s contemporaries can. Towards 


SEE neptem ir 


| ae X C» E . Ar 
DEMAG rut 







Machinery, 
Plant 








HE e 


Metallurgical Rolling Mills Pipe Making 

Integrated plant, blast furna- Rolling mills for beams, sections Plant and machinery for the 
ces, steel mills, continuous and wire rod; strip and sheet production of seamless and 
casters, electrometallurgical mills, strip processing lines welded tubes and pipes 
plant. 


Hydraulic presses 
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Cranes Distribution Systems Components 
Overhead cranes, slewing Materials handling and ware- Electric lifting tackle, standard 


crane components, load lifting 
attachments, drive and control 
components 


cranes and jibs, suspension 
cranes and track systems, and 
Steel mili cranes. 


systems, contincous 
h ipment, order 
pickers rack feeders. 





Construction Equipment 
Hydraulic excavators up to 
21m? bucket capacity, mobile 
cranes up to 800 t, road fin- 
ishers up to 12 m paving width. 


Bulk Handling 
Bucket wheel excavators. 
reclaimers and belt conveyor 
Systems, Container handling 
‘systems 


Mining Equipment 

Shaft winding equipment, 
tunnelling machines for hard 
and soft rock. Compressed air 
motors. 
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Mannesmann Demag, 
your partner with expe- 
rience in all matters of 
mechanical engineering 
and plant construction. 
With a broad financial 
base, world-wide sales 
network and a future- 
oriented research and 
development programme 
for new products. 


Mannesmann Demag AG 
Postfach 100141, D-4100 Duisburg 1 
Fed. Rep. of Germany 





Process Compressors п 
Centrifugal compressors апа . 
positive displacement Lo 

machines for air and technical 4 
gases ee, 


Plastics Machinery 
Machinery and complete 
systems for injection moulding: 


Pneumatic Systems 
Compressors, pneumatic tools, 1 
equipment and components 

tor the building trade and 

industry in general 
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Computer output 
everyone can see 


with General Electric 
Professional Large Screen 
Video Projection 


With General Electric's exclusive system for bright, sharp 
professional-quality pictures, up to 25 feet wide, General 
Electric Professional Large Screen Video Projectors are 
making presentations more dramatic, more productive, and 
more convenient. 

Whether videotape, live transmission, TV programming or 
data direct from your computer, the pictures projected can 
be seen by everyone in the room, all at once, even when 
room lighting is provided so viewers can take notes and 
refer to written material 

The color projectors show every viewer the same accurate 
color reproduction. An exclusive General Electric system 
registers the colors for you, eliminating time-consuming 
manual adjustments. 

Portable and flexible, General Electric projectors are 
being used in a great variety of applications, including both 
rear and front projection. Ask our applications experts 
whether yours can be added to the growing list, which 
includes: 

Education: Medical, dental, engineering, computer science 
instruction. 

Business: Sales meetings, industrial training, product 
presentations, real-time display of computer-generated data, 
teleconferences. 

Aerospace and Defense: Situation displays, simulator 
training. 

Entertainment: Theatre television, closed-circuit TV events, 
overflow crowds, special effects. 

Television Production: Backgrounds for news programs, 
special effects, data display, program previewing. 

Call or write: General Electric Company, Projection Display 
Products Operation, Electronics Park 6-206, Syracuse, NY 
13221. Phone: (315) 456-2152 





IN THE BOARD ROOM at Mellon Bank, М.А. Pittsburgh, General 
Electric projector displays data for board review and discussion 








IN ENGINEERING: General Electric projector displays computer 


assisted design for Engineering Society of Detroit seminar 


AMENOMENT !-ON PACE 
2. LINE 19 IW TITLE 
AFTER THE SEMICOLON 
(,) INSERT: CREATING 
$ 559 425. FLORIDA . 
STATUTES. PROHIBITING 
ILLEGAL TYING ARRANGE- 
MENTS 





IN GOVERNMENT: General Electric projector displays amendmentfor 
Florida State Senate to inspect before voting 
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Suharto, Murdani is respectful 
rential, loyal almost to a fault. 

He is convinced that no one else could 
have held Indonesia together as well as 
Suharto has — “I have seen this man per- 
form” — and denigrates others who are 
sometimes put forward as alternative 
leaders. There is not the slightest doubt in 
his mind that Suharto has set Indonesia on 
the correct path, both politically and 
economically. “Even if we were over- 
thrown,” he observed in 1979, “the [new 
leadership] would have to implement the 
same programme.” 

He is not, some think, an especially am- 
bitious man, it being difficult in any case 
for a Catholic to rise too far in a predomin- 
antly Muslim country. His aim is more to 
act as a bridge between two generations 
and ensure that competent young officers 
of similar outlook are promoted to key 
positions over the next few years. 

For Suharto, the benefits clearly out- 
weigh any disadvantages stemming from 
the fact that Murdani has never attended 
staff college and never commanded any- 
thing larger than a battalion, with the ex- 
ception of the hastily assembled Timor in- 
vasion force. Neither is it a drawback that 
a Catholic has been put into a job where 
he may be called upon to arrest Muslim 
extremists, Murdani's own reservations 
on this score notwithstanding. The 
former Kopkamtib commander, Adm. 
Sudomo, is a Christian who ran the na- 
tional security body for nine years. 

As Murdani, now a full general, takes 
command of the armed forces and Kop- 
kamtib, some Indonesians are asking what 
sort of army he has in mind. All the evi- 
dence suggests that under Murdani the 
army will continue to be a loyal instrument 
of the presidential will and that those who 
are appointed to fill its senior staff and 
command positions reflect as far as possi- 
ble the view of the outgoing generation. 

- Blunt, candid and commanding, Mur- 
dàni believes that he is in a position to ap- 
preciate the viewpoint of both the military 
leaders who participated in the revolution 
and that of the post-1960 graduates of the 
armed forces academy. He worries, how- 
ever, that the younger generation of offi- 
cers may lack the political judgment of 
their seniors, and that they may have trou- 
ble holding their own intellectually against 
a new generation of highly educated civi- 
lians who are making their way to senior 
positions in the bureaucracy. 

On the much-debated question of civil- 
military relations, Murdani shows a cer- 
tain ambivalence. "The military history 
(of this country) is written in blood," he 
says, with perhaps some overdramatisa- 
tion of the record. “The civilians 
(achieved independence) by cunning." 
Mulling over the events of 1948, he adds: 
“I have had a better education than the 
older officers and I can see that diplomacy 
had its points. But I put on my uniform 
and become emotional and say, ‘Bloody 
hell, [the civilians were wrong]’!” Today, 
Murdani is back in uniform and com- 
manding an army which has claimed for it- 
self a central role in Indonesia's political, 
economic and social life. a 
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Finance Minister Razaleigh considers 'taking a rest' amid 
investigations into Bank Bumiputra's lending policies 


By Cheah Cheng Hye 
Kuala Lumpur: As investigations into the 
lending activities of the government- 
owned Bank Bumiputra continue, Malay- 
sian Finance Minister Tunku Razaleigh 
Hamzah is considering "taking a rest" 
after more than 20 years in politics, in- 
formed sources here say. Razaleigh him- 
self told the REVIEW he is "relaxed" about 
the impact on his career of the recent pro- 
blems in the bank. He insisted the difficul- 
ties were not of his making, but when 
asked about the possible political reper- 
cussions for him personally, he replied, “I 
don't care. What I care about are the in- 
terests of the nation." 

In an interview on April 5 the finance 
minister pointed out that he had offered 
his resignation in 1981 after losing a bitter 
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Bank Bumiputra: guarantees in question. 





fight for the deputy presidency of the 
United Malays National Organisation, the 
dominant party in the country’s National 
Front coalition government. “But I was 
invited to stay on,” he added. Razaleigh 
lost the contest to Datuk Musa Hitam, 
now the deputy prime minister. The two 
men remain political rivals. 

Razaleigh, who is 46, is known to have 
been working hard to rally support with an 
eye to the next party election, to be held in 
mid-1984. “The way the Bank Bumiputra 
issue has erupted must be quite a blow,” a 
high-level source in the party said. “It 
threatens to undo his comeback effort. At 
grassroots level, he tends to be identified 
with Bank Bumiputra.” 

This source added, however, that talk 
of Razaleigh taking a rest must be treated 
with some caution. “There is a good 
chance this is for real,” the source as- 
serted, “but we cannot ignore the possi- 
bility that those behind such talk are just 
out to test how people would react.” Cer- 
tainly no one here is underestimating 
Razaleigh’s political skills. The minister 


politics? - 


would not be drawn into discussion on the 
matter. ' 

In fact, there may be more weighing on 
the ministers apparent considerations 
than the Bank Bumiputra issue alone. 
Razaleigh's rival, Musa, is generally re- 
garded as the closest associate of Prime 
Minister Datuk Seri Mahathir Mohamad. 
Decision-making in the country tends 10. 


be concentrated in the hands of the “two _ 


Ms," as they have been dubbed. Mahathir 
himself makes major economic and finan- 
cial decisions whereas his predecessor, 
Tun Hussein Onn, tended to leave such 
matters to Razaleigh, who has held the fi- 
nance portfolio since 1976. Hussein re- 
tired in mid- 1981. 

As for the Bank Bumiputra issue itself, 
the governor of the 
central bank, Bank 
Negara, Tan Sri 
Abdul Aziz Taha, 
broke his public si- 
lence at a press con- 
ference on March 31. 
He described the 
problem as one of 
“overexposure” of 
loans “exceeding the 
usual banking pru- 
dence.” The loans in 


Malaysia Finance 
(BMF), the bank's 
wholly owned Hong- - 
kong subsidiary. 
BMF has reported 
lent about US$ 
million to three troubled Hongkong pro- 


perty developers — Carrian, Eda and | 
Kevin Hsu. The bank had concentratedits _ 
lending in this sector during the Hongkong 


property boom of 1980-81. 


he REVIEW has learned that inves- - 


tigators have made a new discovery in. 


examining BMF's books in Ной са - 
Documentation for collateral pledged to — 


BMF was incomplete, making it possible 
that BMF may be unable to lay claim to 
the collateral involved should the neces- 


sity to do so arise. BMF's loans are said to | 


have been secured by an assortment of 
property, shares and guarantees, but it is 
not clear which and how much of these 
securities have incomplete documenta- 
tion. A senior lawyer was brought in by 
the bank to help sort out the matter. 

The government apparently prefers to 
avoid a full-blown public controversy over 
the affair while investigations are under 
way. There is some anxiety that a public 
fuss might do lasting harm to Bank 
Bumiputra, the country's biggest bank, 
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question had been we 
made by Bumiputra _ 
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out over the issue but has since 
. cooled down. In early February he had im- 
EL criticised the bank over the ‘Hong- 
ong affair, saying that institutions set up 
- to help bumiputras (Malays and other in- 
digenous peoples) should return to their 
ns a objectives. The bank was set up 
i public funds channelled through the 
. Finance Ministry and was charged with 
— helping bumiputras. 
But in early March, Musa told reporters 
_ the government was “іп full control of the 
_ Situation, knows exactly what is going on 
— and will back Bank Bumiputra to the hilt.” 
— There is no need for “panic in any quar- 
- ter," he added. 

In brief remarks to the press on April 2; 
‘Mahathir said there was no need for him 
_to interfere in the affair. “The matter is 
‘now very well handled and managed by 
"Bank Bumiputra officials," the prime 
minister said. 

Apart from the central bank, Bank 
- Bumiputra's external auditor, Hanafiah 
Raslan and Mohamad, a Touche Ross In- 
_ ternational affiliate, is carrying out an in- 
vestigation of BMF's books. Also probing 
into the situation is a committee under 
pru Bumiputra's executive chairman, 
.Nawawi Mat Awin, an appointee of the 
— Mahathir administration. 

Razaleigh, meanwhile, is trying to dis- 
_ tance himself from the affair. “As finance 
minister, I am obviously not involved in 
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the running of banks,” he said in an inter- 
view. “I was shocked to learn of the trou- 
bles in Bank Bumiputra. I left Bank 
Bumiputra in 1976 and have had no in- 
volvement in its operations since." 
Razaleigh was managing director and 
chairman of the bank from 1970-76, leav- 
ing to take up the finance portfolio. 

The minister indicated that in opera- 
tional matters, Bank Bumiputra is essen- 
tially autonomous. Other sources have 
said that major decisions in the bank are 
made by a small group of executives, with 
minimal interference from outside au- 
thorities. 

However, Razaleigh has been close to 

























































continued t to exercise ерсе. on the 
bank’s operations even after joining the 
cabinet. Asked about this, he answered, 
“How can I be blamed for what others do, 
simply because they are my friends? After 
all, I have a lot of friends.” He also 
stressed that as a government-owned 
agency, Bank Bumiputra answers directly 
to the Prime Minister’s Department. 

In fact, the bank has a dual character: it 
is also a commercial bank, subject to 
monitoring by the central bank, which in 
turn comes under the Finance Ministry. 
Further, it was only in 1981 that the major- 
ity shareholding in Bank Bumiputra held 
directly by the Finance Ministry was trans- 
ferred to another government agency, 
Permodalan Nasional. Indeed, one of 
Razaleigh's strongest cards politically was 
his identification with Bank Bumiputra 
and other agencies involved in the coun- 
try's development. For example, he was 
the minister who officially declared open 
the bank's new headquarters in June 1981. 

"The leadership ought to be united in 
this," Razaleigh concluded. “It is in the 
nation's interest that this issue is not 
exploited. We cannot afford to have confi- 
dence in Bank Bumiputra or any bank 
damaged." The minister emphasised that 
he was speaking on the issue because as fi- 
nance minister he had the responsibility of 
maintaining confidence in the banking 
system. 





` No contest in Kenering 


~ Umno gains an easy victory in a Perak state by-election 
as many Chinese choose to abstain from voting 


д By Cheah Cheng Hye 
Kuala Lumpur: Religion and economic 
development, two staples of Malaysian 
politics, were the key issues in a by-elec- 
tion on April 9 for a seat in the Perak state 
` assembly. A third staple, race, was absent 
| from this particular electoral exercise: the 
' constituency, Kenering, is 56% Malay and 
a large number of the Chinese reportedly 
chose not to vote. 
As expected, victory went to the United 
— Malays National Organisation (Umno), 
. dominant partner in the National Front 
`. coalition government. The seat has always 
—. been in Umno hands and this time its can- 
didate took 6,116 votes, against 2,538 re- 
ceived by the only other candidate, who 
- was from Party Islam (PI), the major 
Malay opposition party in the country. 
ре The absence of a Chinese-based party is 
_ thought to be a major factor behind the 
comparatively low turn-out. About a third 
` of the 13,587 eligible voters are Chinese, 
and the election returns showed that 
slightly more than a third of the eligible 
voters did not cast their ballots. In last 
year's general election, the opposition 
—— Democratic Action Party (DAP), which is 
Chinese-based, fielded a candidate who 
received 2,824 votes, even though he with- 
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drew his candidacy and quit his party just 
before polling day. 

Umno's candidate, the only other in 
that election, received 6,760 votes. The 
DAP is still licking its wounds after a dis- 
astrous performance in the general elec- 
tion last year, and to conserve resources 
it decided to stay out of Kenering this 
time. 


К" is in a remote area and, ac- 
cording to a government source, is still 
“infested with some communist ter- 
rorists." The by-election was called after 
the incumbent chief minister, Datuk Seri 
Wan Mohamed Wan Teh, retired from 
politics. 

He had a stroke last year, and there 
were also reports that his relations with 
the state sultan were strained. With a gov- 
ernment victory widely expected and the 
state assembly safely under government 
control, the by-election failed to generate 
much excitement. 

By capturing 29% of the votes cast, PI 
showed that it remained a force to be re- 
ckoned with, despite factional strife which 
led to the recent resignation of its long- 
time leader, Datuk Asri Muda. The 
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party's campaign was narrowly based on 
Islamic causes and it picked a former re- 
ligious teacher, Mohamed Ariff Yaacob, 
56, as its candidate, calling on *good Mus- 
lims” to support him. 

Mohamed Ariff is a distant relative of 
the government candidate, Johan 
Lahamat, 42, a businessman who has been 
in Umno since 1959, The government 
campaign was based on development is- 
sues and on what one source described as 
“correcting the opposition’s distortions of 
Islam.” 

Many of the villages in Kenering are 
without piped water or electricity, and the 
government told voters that various pro- 
jects would be implemented to bring these 
services to them. Anwar Ibrahim, leader 
of Umno’s youth wing and a deputy minis- 
ter in the Prime Minister's Department, 
toured the area to rally support. Anwar is 
himself identified with Islamic causes and 
is one of the fastest rising stars of Malay- 
sian politics, 

He told voters: “We have been doing 
things which Pas [as PI is commonly 
known] had not even thought of — such as 
the Islamic bank." The government's 
Look East policy, which takes Japan as a 
model, also got dragged into the cam- 
paign. Anwar said: “The Pas people con- 
demn everything Japanese. The irony of it 
all is that the microphones they use in the 
ceramahs [indoor political meetings] are 
made in Japan, they go to ceramahs in Ja- 
panese cars . . . even the shoes and shirts 
come from Japan." 
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experience with Super 748 


Nearly 4 million hours of operating experience in just about 
every conceivable short-haul environment prove that Super 
748 offers seat-mile costs as low as 10.65 cents per nautical 
mile. More than 350 earlier versions of 748 have built up 
this experience with some 80 operators in 50 different 
countries. Super 748 adds the latest flight-deck technology 
and other advances to this proven basic engine/airframe 
combination, with its known operating and maintenance 
costs, outstanding airfield performance, reliability and 
passenger appeal. 

Even if projected new-technology turboprops in the 40/50- 
seat category achieve their hoped-for economics and 
performance, the inevitable processes of escalation will 
ensure that, when they enter service, their seat-mile costs 
will still be higher than those of Super 748. And a Super 748 
purchased now will be building traffic and putting profits in 
your bank well before the new-technology turboprops have 
proved themselves. 
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Super 748 — the proven facts 


Wess than 1 maintenance man-hour per flying hour, 
contributing to operating costs equivalent to only 10.65 cents 
per seat-nautical mile. 


W outstanding airfield performance. 
т ability to operate multi-stop routes without refuelling. 


m environmental noise levels already well below all existing 
and proposed international noise standards. 


ш pressurised, air-conditioned cabin with full service 
amenities and reclining seats and ample leg-room for 
48 passengers, overhead luggage bins and 6.6 cu ft of 
baggage-hold space per passenger. 


п worldwide technical support organisation proven over 
20 years of 748 operation. 


| Super 


BRITISH AEROSPACE 


wnequatiad in (te range of 22°08 PaCe Drogrnrmnmies 
British Aerospace PLC, Kingston-upon-Thames, England 
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Youre missing 





the thinking time you really need. 
ecan help. 


We can't expand time, but we can 
help you make optimum use of it. 

Your Royal Banker can quickly 
marshal the best thinking of an 
expert team, tailored to your special 
needs. We'll provide depth of 
thought from imaginative and pro- 
ductive thinkers who respond with 
creative solutions that can only come 
from professional minds working 
together. 


INTERNATIONAL 
MONEY MARKETS 


Our specialists are located in 
major markets around the world. 
They're competitive and responsive 
inalmost any combination of scale, 
term and currency. 


WORLD TRADE 


We can give you access to trade 
finance specialists located in strategic 
trading centres around the world. 
They can provide you with trade 


THE ROYAL BANK 


an1500 branches worldwide; 210 operating unit 
In Asia. Pacific: Hong Kong, Singapore, Beijing, Bang 





sin4ocountries 


contacts and market intelligence as well 
as state-of-the-art financial services, 
to help make both ends of your 

import and export deals go smoothly. 


ENERGY FINANCING 


We offer industry expertise 
second to none, provided by one of 
the largest and most sophisticated 
technical groups anywhere in inter- 
national banking. 


MERCHANT BANKING 


As one of the world's leading 
merchant banks, Orion Royal can 
offer you proven innovative thinking 
in corporate finance and substan- 
tial placing power in international 
capital markets. 

Give us the chal- 
lenge. We'll use our 
minds imaginatively; 
our global network 
effectively; and your 
time productively. 
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bsidiaries and affiliates; over 


sidia correspondent relationships. 
Melbourne, Sydney 
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RSDOSIC 


“I refuse to go to 
Sydney unless I can stay at 
The Regent.” 


In the heart of Sydney, overlooking 
the Opera House, stands The 
Regent. 

The bedrooms are the most spacious 
in downtown Sydney. Most of them 
have harbour views, and their bath- 
rooms surround you with marble. 
Of the many restaurants that adorn 
it, you may choose anything from 
nouvelle cuisine and the freshest 
Australian seafood to the best 
hamburgers in town. 

This hotel boasts an outdoor pool 
perched high above the harbour. 
Its meeting and conference facilities 
include Sydney's finest ballroom. 
And the services offered to guests 
rival the world's greatest hotels. 

It is the only hotel of its kind in 
Sydney. 

A hotel for perfectionists. 

A Regent. 


the 
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A REGENT®INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR. 
MANILA. COLOMBO. FIJI. SYDNEY. MELBOURNE. 
HAWAII. ALBUQUERQUE. NEW YORK 
CHICAGO. PUERTO RICO. MONTREAL 





SYDNEY 238-0000, TELEX 73023; HONG KONG 3-663361; SINGAPORE 7373555; TOKYO 03-211-4541 
OR CONTACT ANY REGENT INTERNATIONAL HOTEL. 
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ә THE new look United States. Secret- 
ary of State Сео 

to Washington's 

., ported in this week's. 


| ted Jonii in the im- 
е pages and TV screens 
Juring his recent trip 
1, Peking and Hongkong, 
‘gaggle of American 

s who accompanied him, 
10, like this Traveller, 
ited fr 


а appearing 
ever, when re- 
ck or notes.con- 
i hultz had said 
very much less than he appeared at the 
time to be saying. This, however, іѕ ап 
excellent thing 8. diplomats and very 
preferable to the. I manipulation of 
the media of which Henry Kissinger was 
Such a master. 2 
|. -Most refreshing about Shultz was that 
he was the first US secretary of state (at 
least that I can recall) who was able to go 
» dine with Japanese political and busi- 
«mess leaders and say “Hello, Miyazawa- 
san,” or "Hello, Doko-san, nice to see 
you again." (Alexander Haig did a stint 
of military service in Japan, but.he is 


wk chiefly remembered for making a good 


| , marriage with the. daughter of a senior 
- officer.) It was evident that Shultz’ years 


` with Bechtel Corp. provided him with a 


realistic appreciation of the importance 
of Japan. This doubtless helped him 
‚ maintain his equanimity when later.in 
` Peking һе was treated to a tirade from 
„Deng Xiaoping about US shortcomings 
. in its China and Taiwan policies. 
`ө IN the aftermath of the death of 
„Soviet leader. Leonid Brezhnev and the 
succession of. Yuri -Andropov last 
November, the world was treated to a 
„ speculative orgy on thousands of. col- 
inches the. impact .the 
changeover might have on the triangular 
- relationship. between Moscow, Peking 
and Washington.. The same month, 
Japan acquired a new political leader in 
~- Prime Minister Yasuhiro Nakasone. The 
event was widely covered by the world's 
, media, but as a separate story, uncon- 
: nected with the symbiotic links between 
the US апа the two communist giants. 
Why? Although non-nuclear, Japan is 


| infinitely more powerful than China. It is | 


a democracy, and a democratic ally of 
ве US. But it remained outside the 
triangular equation. because American 


policymakers for 35. years have allowed | 





the confrontation with Moscow and its 
strategic implications to dominate their 
relations with third countries. ` 

It took 12 years for Washington (with 
the visit by Richard Nixon to Peking in 
1972) to exploit the Sino-Soviet split, 
and thereafter China was treated as a 
friendly, anti-Soviet power in the Far 
East.. US Defence Secretary Caspar 
Weinberger апа the rest of President 
Ronald Reagan's administration have 
been willing to downgrade links with Pe- 
king because China has proved disap- 
pointingly slow in modernising its mili- 
tary forces. Attention has. shifted to 
Japan, in the form of maximum pressure 
on that country to rearm. Shultz is tilting 
towards Japan for different reasons — 
which I, for one, prefer. 


ө HONGKONG is putting itself on the 


map as a city which is something more 
than а manufacturing/exporting entity 
and financial centre. Recently it played 


host to rugby teams from all over the 


world for what has become the premier 
international seven-a-side tournament. 
Despite weeks of heavy rain, which re- 
duced the pitch to a quagmire, we were 
treated. to two days of often brilliant 


rugby. There were teams from Fiji and 


Tonga, Thailand: and Singapore, the 
US. and Canada, Australia (who 
won the Cup) and New Zealand, 


South Korea (who won the Plate) and. 
Japan, Sri Lanka (who still turn up every 
_year, though they have yet to win a single: 
game) and Malaysia. Unfortunately, b 


understandably, the Argentinian Pum: 
did not come this year, and from 
only the Scots fielded a (rather disa 
pointing) side. A-pity that England, Ire- 


Чапа, Wales and France were not rep- 


resented, even as a combined Barbarian 
team, but at the rate the tournament is 
growing, the Europeans will soon be 
forced to put in an appearance. 


.@ THE Hongkong Arts Festival, now in 


its 11th year, has also established itself as 
a major international event — sufficient 
reason for. any businessman to plan his 
itinerary so as to be in Hongkong some- 
time in February. This year, again de- 
spite the weather, seemed to me the 
most successful yet, though a somewhat 
lower-key approach was adopted. 
There were no major orchestras 
(though there was some great chamber 
music). Few major soloists were fea- 
tured (apart from the magnificent cellist 
Rostropovich and a couple of excellent 
pianists — Shura Cherkassky and Joseph 
Kalichstein). There were no major 
theatrical productions (though Britain’s 
National Theatre provided a colourful 
Hiawatha, the Chengdu Dancers a vi- 
brant version of a Tibetan drama and the 


Sydney Theatre Company a brilliant bit- | 
ter version of the musical Chicago, exp- | 


laining through the eyes of a female re- 
porter what makes American cities s what 
ШУ аге today). 








music, dance, mime and comed Th 
annual cultural glut did not prevent sui 
cessful concerts being given. by 
dental visitors — Christopher ‘Cr 
Glen Campbell, Cliff Richard and ex 
Goon Sir Harry Secombe. 
But, for this Traveller, the outstanding - 
successes of the festival were the perfor.: 
тапсеѕ by -Hongkong’s own Philhar-: 
monic Orchestra. After. years of trials 
and tribulations and many ups and 
downs, this orchestra has developed int 
a musical unit which can hold. its. own 
anywhere in the world and, as this. 
week's Backpage Letter. (page $6) 1e 
ports, is currently proving just that ona - 
tour of Asian cities. 
€ REVERTING to misprints (and con 
scious that we recently featured one o 
our own cover), it is comforting to know . 
that no publication is exempt. A fe 
weeks ago the dozens of editors, senior: 
editors, associate editors, art editors, 


layout men and proof-readers on Time. 


magazine failed to spot a blooper (“con 
trol”. spelt “contol”) on a cover ti 
which led to 200,000 copies being re 
printed at a reported cost of more.th 
US$100,000. And across the Atlantic, it 
seems that British newspapers are busy: 


.disproving any theory that generous 


wage rates result in better work, higher: 
skills or even a greater. pride in one's 


“work. As more and more British news- 


papers face bankruptcy due largely to 


-the ever-higher rate paid to typésetters: 
(who. refuse. to man sophisticated mod- * 


егп word processors on the grounds that 
traditional jobs would be rendered re- 
dundant) and to proof-readers working 
four-day weeks, so it seems that th 
number of misprints proliferate — раг 
ticularly in the so-called quality press. - 

A sports report in a recent edition of 
ап. upmarket Sunday paper was ren-^ 
dered. virtually incomprehensible by: 
misprints, missing: words, . transposed 
lines and incomplete paragraphs — and. 
even the feature articles on the inside 
pages, which are presumably composed. 
and checked less hurriedly, were pep- 
pered with alphabetical aberrations, 

But it takes incompetence. of a high 
order to produce a.misprint on the cov 
of a book, as did-Fontana Press in.a ге 
cent re-issue of a thriller by a cert 
well-known writer: 














‘or more than a decate.. ‘Americain 
_policy towards. the United States- 
Soviet Union-China ‘triangle’ has. been 
based on the assumption that Soviet fears 
of Sino-American collusion provide useful 


tary planning. But in the 

, the administration of Pre- 
Ronald: Reagan has assigned less 
portance to China in US global strategy 
an рео administrations. Some offi- 
ing the slow pace of China's 


















ies ашы the: Soviet 
, have concluded that Chinese 


to the US.as a deterrent to the 

nion. They also have pointed to 

efforts to distance itself from the 

positive responses to overtures 

m Moscow as calling into question Pe- 
king's reliability as a strategic partner. 

ut the Soviets are not as sanguine as 

ле American officials. Moscow is not 

sured by the favourable Sino-Soviet 

tary balance, the slow progress in 

\lina’s economic and military modernisa- 

Or the: vacillations in China's 

time relations with the US and the 

| Union. Soviet public and private 

tements indicate that Moscow is not 





- two-front conflict with both Nato and 
China. The Soviets fear US wartime aid to 
China inva Sino-Soviet war, and. Chinese 










may be confident of their ability to intimi- 
date China through the controlled use of 
onventional or even nuclear forces. 

But in the ^worst case" scenario 
China poses à far more formidable threat 
than its outdated tanks and first-genera- 
ion nuclear missiles would suggest. Soviet 
military writings emphasise the possibility 
protracted global war that may con- 
tinue beyond massive nuclear exchanges 
апа leave the Soviet Union vulnerable to 
political coercion or attack by its previ- 
ously weaker neighbours. Such a conflict 
could begin as a US-Soviet confrontation 
without Chinese involvement. But even if 
a global war does not initially involve the 
Chinese, the Soviets must plan to defeat a 
Chinese enemy that may seek to take ad- 





















superior post-nuci “ar sur 
capability, and tli 
threat to the. 


nological level of the: two powers is s 
roughly ‘ee From 


iron triangk | 








conflict, China threatens to “engulf” an 











nfident of its wartime ability to manage ` 










participation in а US-Soviet conflict. In| 
the case of limited conflict, the Soviets - 


E Wartime. 













-4 or months later. 


creased deployment i 





tional as well as nuclear forces that could 
threaten Moscow’s control of Soviet ter- 
ritory, and to prepare to defeat those: 
forces and ensure slower recovery of the 
enemy relative to the Soviet Union. The 
Soviets thus must plan to destroy Chinese 
conventional as well as nuclear forces and 
to retard China's post-nucléar recovery by 
attacking its economic and infrastructure 
facilities. 

The Chinese are aware that they have 
advantages over the Soviet Union in the 
size of their population andthe decentrali- 
sation of their economy — despite the re- 
lative backwardness of their converitional 
and. nuclear forces. China's ;"people's 
war" strategy emphasises these advan- 
tages in conventional, nuclear and post- 
nuclear phases of war. In a conventional 






invading Soviet army. It threatens to *at- 
tack the enemy’s rear areas, destroying its 
communications апі transportation 
facilities [including oil pipelines], cut off 
its supplies, harass its forces, tie them: 
down and wear the enemy out," according 
to a recent Chinese commentary. 

Peking is also] preparing for possible ès- . 
calation to use of I nuclear weapons 














bere: Perceptions in Peacetime and 





against invading forces and for retaliation 
against a Soviet nuclear strike with their 
own strategic weapons. The Chinese 
Communist Party journal Red Flag re- 
cently noted: “We have devised and pro- 
duced our own atomic and hydrogen 
bombs, long-range guided missiles and 
other sophisticated strategic weapons for 
self-defence:” The Chinese plan for the 
possibility of protracted nuclear war and 
recognise the deterrent value of the post- 
nuclear threat they pose to their otherwise 
more powerful northern neighbour. They 
emphasise the survivability of their 
strategic nuclear systems to ensure their 
ability, not only to retaliate immediately, 
but also. to counter-attack the Soviets “at 
any uncertain time" — even days, weeks 





ince the mid-1960s, the Soviets have 
been expanding and improving their 
forces deployed against China. They now 
| total some 50 divisions backed by ad- 
| -vanced tactical aircraft. They have also in- 
' the Far East of 

including 


theatre- nuclear 


| Chinese concern about the wartime threat 





| Soviet" Union. 





Since the mid- 1970s. the = 
been increasingly concerned t 
and: China might cooperate militarily in 
wartime, thus further complicating their 
demanding strategic environment: 

The Soviets' diplomacy and the build- -up 
of Soviet military power have aimed at re- 
ducing the likelihood of such a coordi- 
nated two-front war against the Soviet | 
Union on the one hand, and at acquiring 
sufficient military power to defeat all of 
Moscow's enemies simultaneously on the 
other. During a period of increased 
Soviet-American tensions and а new 












“build-up of US nuclear forces, Soviet lead- 


ers have sought to capitalise on growing 
differences between the: US and its allies 
and friends. This has included exploiting ^ 


"West European fears generated by the 


Reagan administration's rhetoric about 


nuclear war arid the planned US deploy- ' 


ment of Pershing Hs and ground-launched 
Cruise missiles in Europe. The Soviets 
have also sought to exploit Sino-American 


differences over Taiwan and other issues, 


and to ease tensions in Sino-Soviet rela- 
tions, thus reducing the likelihood of war- 
time- cooperation - between Washington 
and Peking. 

China's cautious but positive response 


‘to Moscow's recent overtures and its 
‘aloofness from Washington have been 
prompted: by Peking’s perception of a 
@ | changed peacetinie ‘international situa- 


tion: Since early in the Reagan adminis- 
tration, the Chinése have been denounc- 
ing the US for being "hegemonists" — a 
term which for several years Peking had 
reserved for the Soviet Union. Chinese 
leaders have charged the US with return- 
ing to hegemonist policies that threaten 
the sovereignty of other nations and in- 
crease the risk of global conflict. At the 
same time, the Soviet Union has not taken 
new. steps to threaten Chinese security 
since the invasion of Afghanistan three 
years ago — "good behavior" which Pe- 
king has rewarded by reopening normali- 
sation talks. 

But China's tactical manoeuvring does 


not indicate" Peking ‘has adopted a 


strategic posture that is equidistant be- 
tween the superpowers: China's criticism 
is aimed at peacetime differences with 
Washington over issues such as Taiwan 
and trade, and US policies. towards the 
Middle East and southern Africa. And Pe- 
king's continued denunciations of Soviet 
Occupation of Afghanistan andits support 
for Vietnam's occupation of Cambodia — 
along with Moscow's military presence on 
China's ‘borders — are’ expressions of 












posed by the Soviet Union. At the same 
time, Chinese leaders have- encouraged 
the US to expand its military presence in 
Asia and the as a counter to the 
'Peking's deterrent 
strategy continues to rely i 

сом” fear of at à 
















rican assistance to China in the event of a 
Sino-Soviet conflict. 

Despite peacetime bickering between 
Peking and Washington, the realpolitik 
basis for Sino-American strategic and 
military cooperation has not changed. The 
US and China do not have identical global 
aims,"but they each play a vital role in the 
other's security strategy and share a desire 
to deter the Soviet Union from the use of 
force against other states. The aim of the 
US in cooperating militarily with Peking is 
not to build China into a powerful, unilat- 
eral military force capable of projecting its 
power against other states. Rather, the 
goal is to enhance the ability of the US and 
China to take cooperative and com- 
plementary military actions in wartime. 
Sino-American relations form an impor- 
tant link in Washington's global coalition 
strategy — including the Nato alliance and 
US-Japan security ties — to counter- 
balance Soviet power. A properly man- 
aged US-Chinese strategic partnership 
will contribute to this global deterrence of 
the Soviet Union by increasing the likeli- 
hood of a coordinated two-front war, 
should Moscow escalate a conflict. 


he Soviets will object to such coordi- 
nation, but they are not apt to reject 
initiatives from Washington or Peking 
aimed at stabilising and improving 
peacetime relations. While the Soviets 
have repeatedly threatened — privately as 
well as publicly — that Moscow would 
take unspecified counter-measures if the 
US were to provide China with arms, they 
have not taken direct action against China 
or the US since the first US moves towards 
military ties with China in the late 1970s. 
The common security interests of the 
US and China have persisted, but the 
strategic dialogue between Washington 
and Peking has lapsed in the past two 
years as each side has become suspicious 
of the other's intentions. The US is wary 
that China aims to achieve a bilateral im- 
provement in relations with Moscow at 
the expense of shared strategic interests 
with Washington. China questions the sin- 
cerity of Reagan's commitment to US 
Government pledges on Taiwan, and 
doubts the reliability of a US administra- 
tion that has downgraded the strategic im- 
portance of its friends and allies. This was 
signalled most recently with Peking's deci- 
sion to cancel this year's schedule of sports 
andcultural exchanges with Washington in 
response to the US move to grant political 
asylum to Chinese tennis player Hu Na. 
Peking and. Washington must stabilise 
their bilateral relations and hold regular 
high-level consultations to understand 
better each other's strategy — and each 
other's role in that strategy. The US 
should demonstrate to Chinese leaders 
that it will adhere to the August com- 
munique on arms sales to Taiwan. And 
Chinese leaders should take concrete 
steps to show Washington they are willing 
to advance strategic cooperation. 
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Wolf Creek Generating Station, near Burlington, 
Kansas. Though almost at the centre of the 
United States, many people will tell you that 
it's Incredibly Swiss. 





For Financing — 
Credit Suisse. 

Electrical energy needs are 
changing dramatically in Wichita 
and Southeast Kansas. To keep 
up with these changes, Kansas 
Gas and Electric needed new 
power stations. Like many other 
American firms, it came to Credit 
Suisse, the noted Swiss big bank. 

After all, our 125 years 
of financing experience go back 
to the funding of the Swiss rail- 
roads in 1856. And today we 
help companies all over the world 
with innovative financing 
methods. 

In its Incredibly Swiss way, 
Credit Suisse used its vast syndi- 
cation network to help Kansas 
Gas and Electric raise part of the 
capital it needed and then sup- 


ported the operation by a letter 
of credit backing the utility’s 


commercial paper. This ingenious 
financial approach helped 
Kansas Gas and Electric to cut 
its short-term borrowing costs 
substantially. 

Efficiency and innovation 
in energy are very American. 
Efficiency and innovation in bank- 
ing are the Incredibly Swiss way 
of Credit Suisse. 

Many thousands of satisfied 
customers from a wide range of 
countries depend on Credit Suisse 
experience in this and other fields. 


Why not you? 





ZURICH (HEAD OFFICE) - ABU 
BOGOTA + BUENOS AIRES - CA 





1AB! -+ ATLANTA + BEIRUT 
CALGARY * CARACAS 





HICAGO + HONG KONG ) OHANNESBURG 
LONDON + LOS (EMBOURG * МАМАМА 
BAHRAIN) - MELBOURNE * MEXICO CITY * MIAMI - MONTE 
CARLO < MONTREAL + NASSAU (BAHAMAS) * NEW YORK 





PANAMA - PARIS + RIO DE JANEIRO * SAN FRANCISCO 
SAO PAULO * SINGAPORE - TEHRAN - TOKYO - TORONTO 


Credit Suisse. Incredibly Swiss. 





The Reagan administration charts a new course for Asian policy 


A tilt towards Tokyo 


By Richard Nations 

Washington: Does the administration of 
United States President Ronald Reagan 
have an Asian policy? Is it even capable of 
one? These are not unfair questions in 
view of the Washington's lamentable re- 


cord of fractious bureaucratic struggles ' 


over Asia and diplomacy which has been 
dominated by one issue — China — and 
has not been a notable success. 

But last summer Alexander Haig quit 
the administration and thus relieved 
Reagan of a secretary of state who viewed 
most of Asia often as an afterthought and 
always in anachronistic terms. Haig, 
steeped in the traditions of Richard 
Nixon's White House, was a protege of 
Henry Kissinger at a time when the open- 
ing to China was deemed nothing less than 
a "transformation of international rela- 
tions." Consequently, it was not surpris- 
ing that Kissinger's notion of a "strategic 
triangle" linking China, the US and the 
Soviet Union should linger on to dominate 
Haig's approach to the region long after 
many of Kissinger's ideas were out of 
date. 

But Haig's successor, Secretary of State 
George Shultz, has a new approach, as he 
demonstrated: when he returned from а 
12-day visit to northeast Asia early in Feb- 
ruary to elaborate his own ideas on Asia. 
A speech by Shultz on March 5 to the 
World Affairs Council in San Francisco 
was notable not simply because it was the 
first major policy address on Asia by a US 
secretary of state in six years; more im- 
portantly, it represented a quiet counter- 
revolution against the “triangular tradi- 
tion" which has dominated Washington's 
Asian policy since Nixon's opening to 
China. 

Like all post-World War II secretaries 
of state, Shultz is a coalitionist, dedicated 
to fortifying the US system of global al- 
liances. But, unlike Haig, his thinking is 
not Eurocentric — dominated by the At- 
lantic alliance. Nor does he think primar- 
ily in strategic or balance-of-power terms. 
Shultz, with his business and financial 
background, tends to focus less on the 
military aspects of diplomacy than on the 
industrial sinews of national power and 
the economic foundations of collective 
security. He also has well-formed ideas on 
Asia drawn from long business experience 
in the region, primarily in Japan. 

These credentials give Shultz an out- 
look on Asia which may be unique among 
his predecessors in charge of Washing- 
ton's foreign policy — from former presi- 
dent Harry Truman's chief adviser 
George Kennan to Kissinger. He does not 
view the Pacific through the dreary and 


36 


emotional prism of Washington's Asian 
wars. Nor does he dismiss it as a chroni- 
cally unstable periphery threatening the 
vital centres in the West. 

Instead Shultz is among those who be- 
lieve that the centres of world power are 
shifting from the Atlantic to the Pacific — 
and indeed may have already done so. 
Asia is fundamentally stable and its 
economic dynamism is of global signifi- 
cance. The challenge for US policy in Asia 
therefore is not to contain its crises or heal 
its wounds; it is firstly to align the US with 
the region's basic strengths and then cauti- 
ously to mobilise Asia's assets in order to 
shore up the weak points in the alliance 
elsewhere in the world. 


ronically, this view of Asia from 
Washington, so long in coming, is still 
being overlooked. But this is not surpris- 
ing given Shultz' penchant for understate- 
ment. At first blush his March 5 speech, 


Shultz in Japan: a new deal. 





entitled “The US and East Asia, a 
partnership for the future," was a dull 
amalgam of State Department cliches and 
subtle conceptual shifts. It was dismissed 
by the American press as just another 
China speech. But a close reading, taken 
together with comments by senior officials 
from the departments of state, defence 
and commerce and the White House, con- 
firms that Washington has a new orienta- 
tion towards Asia which: 

» Looks at Asia as a whole and plays 
down the strategic triangle which elevated 
China to a status as a global state and sub- 
ordinated the rest of Asia to the exigencies 
of the China policy. This in turn: 


» Sees China first and foremost as part of 
Asia and only secondly as a counterweight 
to the Soviet Union. 

» Shifts the emphasis to Japan, as the one 
Asian country whose economy is already 
of overwhelming global importance and 
whose democratic institutions qualify it to 
cooperate in future with the US in the 
Middle East, Latin America and else- 
where. 

» Views the growth of the Soviet Union's 
Pacific power as encouraging Asian coun- 
tries to overcome historical animosities, 
seek common security interests, and sup- 
port a US presence as an essential element 
in the regional balance of power. 

» Removes many of the policy (and per- 
sonality) obstacles which, during the first 
two years of the Reagan administration, 
often drove the Pentagon and the State 
Department to sabotage, rather than to 
support, each other's policies towards 
Asia, which were in any case often incom- 
patible. 

Shultz was too tactful to indulge in in- 
vidious comparisons between countries or 
regions. But the new balance of US in- 
terests in Asia was unmistakably woven 
into his speech. For example, in referring 
to China he carefully avoided the word 
"strategic" — the codeword assigning Pe- 
king a global status alongside the two 
superpowers. Instead China was put in a 
regional context: Shultz described the 
opening to China as *a dramatic symbol of 
the change that has marked the region," 
not, significantly, the globe. 

The juxtaposition of Shultz' comments 
on China and Japan was also instructive. 
“Although not yet a wealthy nation," 
Shultz noted, “China has proven itself 
among the most sophisticated thinkers 
with a decidedly global approach to 
economic and security issues." But he 
pointed out that Japan's economy was al- 
ready larger than that of any country in the 
European Economic Community, and its 
wealth was an established reality. 

China must modernise before it can 
translate its "sophisticated global ap- 
proach" into the realities of world power. 
Japan, however, already exerts the influ- 
ence to play a major international role, 
even though it is still evolving foreign po- 
licy and security postures that are neces- 
sary if it is to capitalise on its economic 
strength. 

Accordingly, so the argument goes, 
while the US should align itself more 
closely with China's modernisation, it 
should cultivate in Japan a sense of its 
global responsibilities and interests, or, as 
one US official put it, "the basic con- 
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8 
in China as E more than a “card” 
to be played against the Soviet Union. 

By the same token Shultz has redefined 
the “Pacific Basin” concept, which in the 
minds of many of its proponents included 
the capitalist countries of the Pacific lit- 
toral including. Chile and Mexico, but not 
Socialist China. Shultz’ "Asian Pacific 
Basin" recognises China as an integral 
economic force in Asia. One problem is 
that this would seem to lend greater legiti- 
тасу to Peking's argument that it should 
~ replace Taiwan in the Asian Development 


tween the two countries. 


® hultz blandly deflated much of the 
romanticism which has infused во 
much of American. diplomacy towards 
` China. "Frustrations and problems in our 
relationship are- inevitable," he . said. 
Moreover this is not just a question of 
Taiwan but of “differences between our 
social systems." This is another indirect 
tilt towards Japan; as he implied that the 
US was more likely to cooperate in world 
politics with Japan over the long haul. 
“We. believe that democratic nations 


"are more likely to follow the just and sen- 


sible policies that will best serve the future 
. ofthe region and the globe," he said. This 

‘was also a gesture towards the non-com- 
. munist countries of Asean which pressed 
^ this line in Washington when they feared 
-that Haig was carrying Sino-US strategic 
: cooperation along a path which indirectly 


` endorsed China's power ambitions in the | 
| that US-Japan relations were at their most | 
stable: when the. American imagination | 

ras concentrated on Vietnam and China. | 


© region. 


Tt is recognised here that the interests of | 
< China and the US coincide on issues that |. 
lie.close to China's borders (Cambodia ' 







and Afghanistan) and diverge the further 
` „afield they are (the Middle East, southern 

‚Africa and central America). Shultz im- 
lied that this was not thecase with Тарап, 


Bank — another point of difference be- 








g 
Shultz. seems to assume that as Japan 
evolves a foreign policy commens 
with: its, own interests; it will tend to 
strengthen the global coalition and rein- 
force American interests. 

“We and Japan share a great many com- 
rhon interests in shaping a constructive ap- | 
proach to East-West relations and in con- 
tributing to a more stable, peaceful Mid- 
dle East," new Assistant Secretary. of 
State for East Asia and the Pacific Paul | 
Wolfowitz said in a recent interview. “We | 
would like to encourage a trend of that 








economic influence being used in support: 


of common broad political goals that-we 
and Japan share." 

It is not just the concepts that have been 
brought into greater harmony. іп: the 
Reagan administration, but the -рег- 
sonalities as well. Haig and Weinberger 
fought each other on policy all-over the 


‘globe: in Asia Haig turned to China and 


Weinberger to Japan. But the “China fac- 
tion" of Reagan's first team has self-de- 
structed. The second team of Asian 
policymakers Gaston Sigur, a 
Japanologist in charge of East Asia at the 
White House; Richard Armitage, a 


Southeast Asia specialist who became the. 


architect of Weinberger's Japan policy at 
the Pentagon, and Wolfowitz — all come 
to Asia independent of the China tradi- 
tion. More importantly, Shultz and Wein- 
berger have sorted out their personal rela- 
tions after years in government and busi- 
ness together. 


Japanese officials here say that the: 
Shultz approach is far more workable and 


realistic than the one before. But this does 
not mean that Tokyo is necessarily de- 
lighted at being -the сеппе -of 
Washington's attention in Asia. Japan has 


misgivings over the fact that it has seized 
the American imagination with a force un- 
‘equalled since Mao’s Cultural Revolution 


ignited an explosion of radicalism: It 
means. that everyone. — from con- 
gressmen representing depressed indus- 
tries and lobbyists for. semiconductor 
manufacturers to Pentagon strategists — 
is pressing the Reagan administration to 
harness Japan's immense economic power 
to its special: and often contradictory, in- 
terests. These interests certainly do not al- 
ways coincide with those of the Japanese. 
It is left to Shultz to harness these con- 


flicting lobbies in American society into a | 


coherent Japan policy. All of Washing- 
ton's. Asian allies risk over-exposure to 


American politics, the sheer intensity of- 


which can be destructive. It may even be 





"The real test will come in the timing and 
sensitivity with which Shultz oversees de- 


"fence and trade policies which — perhaps 


more than at any time since the US Occu- 


„pation period — tamper with the delicate 
онно of Japanese society. 


rate 
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Washington: The United States a 
`. tration’s new focus on Asia i 


-groundbreaking visit to China їп 1972, 


"provide a large part of the answer to 
















plumps 
Japan. 












just the result of changing 
Henry Kissinger’s strategic wide-angle 
the economic zoom favoured by new: 
retary of State George Shultz: Ne 
geopolitical realities have taken sha 
Asia since then president Richard Nixon 
















this has led President Ronald Кеа 
administration to switch the relati 
weights assigned to China and Japan то 
than a decade ago. 
The first of these new realities is ‘the 
emergence of the Soviet Union in the la 
1970s as a Pacific power. The second is à 
growing awareness of the limited ability of 
China to address the air and naval aspects 
of this new Soviet posture that most con- 
cern Washington. Consequently, US D 
fence Secretary Caspar Weinberger, vi 
tüally-from the moment he assumed ‹ 
fice, fastened on Japan as being abl 







































new power configuration in the Расій 
Japan's geography; industrial base 
security treaty with the US were th 
tors which convinced him of the validi 
this approach. ; 

Ву converting China from an enemy: 
the US to a strategic partner, № 
overtures to Peking achieved four thing: 
» Leverage over the Soviet Union to 
duce it to negotiate Salt-I and lay the 
dations for detente-accords. 

» Facilitating of American withdra al 
from Indochina by.removing the original 
geopolitical purpose of US interventi 
namely the containment of China. 
» Justification for the “Nixon doctrine” 
of pulling out US ground forces from t 
Pacific without abandoning security cor 
mitments to Washington’s Asian allies 
» Shifting the world balance so that t 
US no longer faced a threat on two fro 
while the Soviet Union still had to kee 
its guard against foes to the east and to the 
west. ? 

But by the time the Reagan administr | 
tion came to office in 1981, most of the di- 
vidends of Kissinger's diplomacy centred: 
on the US-Soviet-China triangle appeared 
to have. been exhausted. It was the weak: 
nesses, rather than the promise, of this 
triangle. that preoccupied -Reagan's 
fence planners. : 

Despite the problems with Peking i 
Taiwan, the Reagan administration пем 


























































doubted that China and the US continued 
to share common strategic interests in that 
both countries viewed the Soviet Union as 
the principal threat to each other's sec- 
urity and to world stability, Shultz came 
away from his visit to Peking in February 
reassured that the Sino-Soviet normalisa- 
tion talks had not changed this view as far 
as the Chinese were concerned. 

But there are a number of reasons why 
the Reagan administration has chosen to 
treat China only as an implicit counter- 
weight to the Soviet Union rather than as 
an active defence partner in confronting 
Moscow. The first is the massive cost of 
modernising the Chinese armed forces to 
a level where they could effectively coun- 
teract Soviet air and naval deployments in 
East Asia. 

The Soviet build-up in Siberia began in 
1965, long before the Sino-American rap- 
prochement, and it comprised mainly 
ground forces and tactical air power. Kis- 
singer's diplomacy was aimed at maintain- 
ing and reinforcing the Sino-Soviet split, 
because this was a cost-free means of en- 
suring that the Soviet Union would not 
shift its forces on the Sino-Soviet border, 
currently estimated at 52 active divisions, 
over to the European front where they 
would further enhance the Soviet Union's 
already overwhelming superiority in con- 
ventional arms in that sector. 

But since the mid-1970s, the Pentagon's 
real preoccupation in Asia has been the 
Soviet Pacific fleet (now estimated at 80 
surface warships and 120 submarines, 30 
of them armed with ballistic missiles), its 
Asian-based air power (over 70 Backfire 
bombers, at least 40 of them capable of 
carrying nuclear weapons, plus 500 inter- 
ceptors) and 108 intermediate range SS20 
nuclear missiles. US defence officials 
claim that these forces pose a threat not 
only to American allies in the Pacific, but 
also to the West Coast of the US itself. 

This development amounts to à new 
factor in Asia which Pentagon officials be- 
lieve obviates many of the strategic bene- 
fits of Kissinger's triangular diplomacy. It 
is true that China may no longer threaten 
US interests in the Pacific. But a long- 
term effect of the Nixon moves towards 
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China has been to shift the source of the 
‚ threat to the Soviet Union. 

It was former president Jimmy Carter 
who made the shift of geopolitical gears in 
recognising Moscow as a Pacific power. In 
addition, the shock of the Soviet invasion 
of Afghanistan compelled Carter to scrap 
the Nixon doctrine and to declare that the 
US would use its own troops to defend its 
vital interests in the Gulf and the Indian 
Ocean. The Reagan administration has 
continued the search for ways and means 
to fulfil the commitments made under 
Carter. 


he Reagan administration feels that 

diplomacy alone cannot address these 
new realities in Asia, and that nothing 
short of a long-term investment to alter 
the balance of forces will effectively meet 
the problems. 

China, it is thought here, does not really 
| want to be part of the answer to those 
| problems. This is because: 

» Peking does not currently feel under 














Haig: outdated idiom 








imminent threat from the Soviet Union, 
partly because Moscow is bogged down in 
Afghanistan and Poland, and also because 
the Kremlin must take increasingly seri- 
ously China's own nuclear force. China is 
now estimated to have 12 missiles capable 
of reaching Moscow, and these weapons 
form the heart of a growing and credible 
nuclear deterrent. 

» China's national priorities place 
economic modernisation above heavy in- 
vestment in the armed forces. 

» Peking would have to pay a heavy price 
in the Third World if it were seen to be en- 
tering anything remotely resembling an al- 
liance with a superpower which many 
countries believe has moved in the wrong 
direction on issues ranging from Taiwan to 
Namibia. 

All this could change overnight if the 
Soviets were to launch an attack on, for in- 
stance, Pakistan or Iran, in which event 
China could be expected to reconsider de- 
fence cooperation with Washington. But 
even former secretary of state Alexander 
Haig did not believe there was a seríous 
prospect for long-term defence coopera- 
tion with China to alter the balance of 
forces against the Soviet Union. The deci- 
sion to permit the sale of lethal weaponry 
to China, announced during Haig’s visit to 
Peking in June 1981, was intended as a 


| political gesture to remove anachronisms 


in US law which had lumped China to- 
gether with the Soviet Union. 

But Haig articulated the policy in the 
outdated idiom of the "strategic triangle," 
and conveyed the false impression that it 
was US policy to arm China on a massive 
scale. This dismayed not only Wash- 
ington's non-communist allies in Asia, but 
also the Chinese themselves, who saw the 
offer as a bribe to buy their silence over in- 
creased American arms sales to Taiwan 
The whole diplomacy disappeared 
through the crack between Haig's lan 
guage and reality, and China responded 
by suspending any discussion of military 
cooperation until the Taiwan question was 
resolved. 

Japan, on the other hand, has been seen 
by Weinberger as a country that lends 
itself more to playing a role іп 
Washington’s overall defence strategy 
Japan’s highly sophisticated technology is 
seen as a hitherto overlooked asset with 
enormous potential. This complements a 
principal theme of Reagan’s defence plan- 
ners, which is to preserve the technologi- 
cal superiority of US weapons systems in 
order to offset the Soviet Union's tradi- 
tional quantitative advantages in man- 
power, weapons and relative shortness of 
lines of communication across the Eura- 
sian land mass. 

Pentagon sources say there is no specific 
agenda of weapons development that the 
US wishes to pursue with Japan. But Ja- 
panese Prime Minister Yasuhiro Naka- 
sone's agreement to permit joint develop- 
ment with the US of sophisticated military 
technology points to what the Pentagon 
feels to be the correct direction for the 
future. 

Geography is the second of Japan’s 
major assets in the Pentagon’s thinking 
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The Soviet Pacific fleet, which has its 
home port at Vladivostok, must pass 
through narrow straits which can easily be 
controlled by Japan and South Korea, A 
significant portion of the Soviet fleet could 
be bottled up if these straits were mined. 
This means a great deal to Washington 
since intercontinental nuclear ballistic 
missiles launched from Soviet submarines 
in the Pacific present a direct threat to the 
US. 

Finally, Japan has a security treaty with 
the US which obliges the latter to provide 
for Japan's defence. The Pentagon is sen- 
sitive to the political implications of 
weapons systems during peacetime as well 
as their capabilities during war. And there 
is a strong belief that the Soviet military 
build-up in East Asia is intended as an in- 
strument of political intimidation against 
Japan. 

"The USSR has demonstrated a grow- 
ing inclination to rely on its military power 
in the region to achieve political goals," 
the recent Pentagon document Soviet 
Military Power states. It adds that it is 
Moscow's “belief that any enemy, or po- 
tential combination of enemies can be in- 
timidated, without a shot being fired, if 
the Soviets are perceived to have military 
superiority." 


entagon officials maintain that the US 

must respond to the Soviet Union's Paci- 
fic power in a manner which preserves the 
credibility of the American deterrent for 
the Japanese, while mobilising Japan's as- 
sets to the advantage of the broader Ame- 
rican-led coalition. This is the heart of the 
"roles-and-missions" approach to the US- 
Japan security partnership which Wein- 
berger, with the aid of his Deputy Assis- 
tant Secretary for East Asia Richard Ar- 
mitage, set out to define even before 
Reagan's inauguration. 

In broad terms the principal mission of 
the US is to continue to provide Japan 
with a nuclear umbrella while maintaining 
an ability to attack Soviet targets in north- 
east Asia, as well as securing the sea-lanes 
in southeast Asia and the Indian Ocean. 
Japan will provide for the defence of its 
land, the surrounding air and sea space 
and sea-lanes up to 1,000 miles to the east 
and south of Tokyo. 

The broader political purpose of this di- 
vision of labour is not to build up Japan as 
a regional gendarme — a possibility vo- 
ciferously opposed by Southeast Asian 
leaders during visits to Washington over 
the past year. Nor will it permit an Ameri- 
can retreat from Asia; on the contrary, the 
Reagan defence plans envisage a sharply 
increasing US presence in the Pacific. The 
aim is primarily to cultivate a growing 
sense of the Soviet threat and a corres- 
ponding security consciousness among the 
Japanese. 

In addition, the policy is designed to 
play upon the Soviet sense of insecurity in 
East Asia, where Moscow is concerned 
primarily to prevent the formation of a 
US-led bloc. "Moscow fears the establish- 
ment of a US-China or US-China-Japan 
security association," a Pentagon docu- 
ment asserts. Moscow’s strategy is viewed 
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here as one of seeking to prevent a solid 
coupling of Asia's two major powers with 
Washington. Its two-pronged approach 
comprises:conducting normalisation talks 
with Peking to woo China away from the 
US, and military intimidation of Japan in 
hopes of driving Tokyo towards becoming 
neutral. 

But Pentagon sources doubt that Mos- 
cow will achieve any major break- 
throughs. Instead it is felt that the arrival 
of Nakasone, with his relatively tough 
stance on defence, together with the in- 
creasing attention now being given to the 
Soviet Union's SS20s being deployed in 
Asia, is playing directly into Washington's 
hands. In addition, the Soviet alliance 
with Vietnam is seen as a threat which 
helps to unify non-communist countries in 
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Asia, prompting them to overlook histori- 
cal divisions and look to Washington to 
counter Moscow, 

This does not mean that the Japan-US 
division of labour over Pacific defence is 
free of contradictions. One of these is the 
coincidence between Japan’s home waters 
and the straits which control Soviet access 
to the Pacific. This overlapping appeals to 
the Pentagon, but in Japan it shifts the sec- 
urity debate from the merits of self-de- 
fence to the hazards of being drawn into 
superpower rivalry. The question of whe- 
ther collective security with the US is an 
advantage or a drawback is a political 
issue in most of the countries allied with 
the US, but nowhere more so than in 
Japan. 

Another complication concerns the 
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massive ‘superio 

ional weapons. that the Soviet U 
still have in East Asia even if both Japan | 
nd the US fulfil their assigned "roles and 
omissions.” But this is the very type of 
"weapon that arouses anti-nuclear sen- 
'sitivities in Japan and could turn the politi- 
cal debate in Japan against the relation- 
shi with the US. 

he current political struggle over nu- 
clear weapons in Europe is instructive. 
The European Left argues that the Nato 
ecision to begin deployment this year of 
72 Pershing 2 and land-based Cruise mis- 
iles in order to counter the Soviet SS20s 
! akes nuclear war more likely, since both 
‘will have theatre nuclear. 















































take root in. Japan once the 
missile — scheduled for deploy- 
after June 1984 — arrives on reno- 
чм шло to the Pacific 





rope of a conventional Soviet invasion. 
'he threat to Japan has always been con- 
ved asa nuclear attack to which its con-. 





p 
roiled in а conflict elsewhere in the 


ained on Europe. This argu- | 


hames TV turned on one of its.b 

This Is Your Life shows to mark the 
launch of сап extraordinary book of 
memoirs by broadcaster and war report- 
er Sandy Gall (ex-Reuters, now with In- 
dependent Television News): Fourteen 
surviving reporters who had known 
Sandy over three decades of war around 
the world were flown in — secretly as 
usual — to confront and confound the 
author in a crowded half-hour pro- 
gramme. 

‘Two colleagues from the REVIEW 
lurched in — this senile halfwit, and 
FOCUS editor Donald Wise, whom Sandy 
first met in Nairobi in 1955 and in whose 
“company he narrowly escaped death sev- 
eral times over the years in war zones 
from Uganda to Vietnam. 

Sandy’ s book (his third). carries the 
curious title of Don't Worry About the 



























tributes to Reuter's former editor, Wal- 
ter "Tony" Cole, when he was de- 
spatched to. set up a Reuter service in 


pit 
f two.) The family went 


and pur revelled i in. 
Aberd 









obe. But there аге political. and 
‘economic limitations which preclude €x- 
ensive defence cooperation between 
China and the US and the creation of a 
alance of power that would make war 
ss likely. 
On the other hand Japan has the sec- 
rity treaty with the US. and the economic 
otential to cooperate with the US in a 
anner which. would seriously complicate 
Һе Soviet Union's war planning and 
hereby, in the Pentagon's thinking, en- 
ance deterrence. But the question is: do 
Japanese wish to set themselves up asa 
arget for attack as a result of extensive 
peacetime cooperation with Washington? 























rather than repetition of old front-page 
.news stories. [learned personally a lot of 


stance, I discovered why he often in- 
serted in his combat coverage the 
strange line: “A mad bugler on a white 
horse galloped past." 

Sandy had noticed this phrase in 
Wise's copy and said: "What mad 
bugler? I saw no bugler. And what white 
horse? I didn’t: see that either.” Of 
course they never existed, Wise agreed. 
Не explained that, maddened by 
changes in his copy made by sub-editors 
who knew nothing about the places he 
wrote from, he had taken to including 


















When Nakasone raised Japan’s security 
roblems in a manner which Washington 
rmly welcomed, he did so at consider- 
ble cost to his.personal popularity. 

In many ways Reagan officials. look... 
„back to the Nixon period with a nostalgia 












ng to China. But as one senior Pentagon 


just tireless day-to-day diplomacy" and 
the hope that the direction ultimately 
À proves fight. — RICHARD NATIONS 


or the simple bold stroke, like the open- | 


official put it: "There is no easy answer,” | 


this phrase in almost every story he 
wrote in the hope that, one day, a sub 
would make a mistake and let it through. 
Then the sub would have his backside 
| kicked from London. to Orpington (or 
| wherever he lived).and Баск for his 
carelessness. (What would have hap- 
“pened to Wise in this event remains un- 
recorded.) 













Money Now — an unusual remark he ate · 


АЫ че which is full of anecdotes and . 
| revelation of the hazards of reporting 







new facts about old mate Wise. For in- | 


Sandy first went to China on a rushed . 
visit with then British under-secretary of | 


i ‘state Anthony Royle in June 1972, аі 


“then United States president Richard 
Nixon's historic arrival that February, 
and he had no illusions about the dif- 
ficulties of working out of the “liber- 
ated" Middle Kingdom, though he be- 
came a devotee of Peking duck there. 

At least he wasn't put in jail in Peking 
as he was three months later when he 
went to Uganda, where dictator Idi 
Amin had ordered the expulsion as 
“British spies” of 40,000 Asians holding 
British passports. Here he again met 
Wise, who managed to escape Sandy’s 
ordeal of arrest with Reuters’ Nick 
Moore and their violent ill-treatment as 
alleged spies: ' 

They had to: ‘stand barefoot in the tidi 
day. sun, were struck. repeatedly- by 
guards with rifle-butts and they heard 
Amin's guards beat another prisoner to 
‘death with sledge-hammers outside their 

cell. Sandy recalls that: "Sick with fear," 
he began to pray, "trying to rally what 
` was left of my courage and my diminish- 
ing reservoir of hope." (Moore gave 
shared evidence on the TV show.) 

One of Sandy's great achievements |, 
was the filming of the fall of Saigon and a 
close-up of the surrender of “Big Minh,” 
who told him in French: “I am handing 
over to people who áre-more. worthy 
than me." (Actor Ian Cuthbertson, who 
had worked with Sandy in a theatre 
| spell, had already pointed out on the TV 
show that at Aberdeen University Sandy 
had “studied not only French and Ger- 
man but also Scotch - — ‘10-year-old malt 
variety.” э 

When Sandy ағ last managed to get 
out of Saigon with his unique and excit- 
Ang film. after a month's detention, he 
- discovered, alas; that TV staff in London 
меге оп strike. “I went home reflecting 
on how ephemeral TV is," Sandy con- 
cludes. “Shown once and virtually gone 
forever. Or do the images linger on in 
the retina of the mind? A few do, cer- 
tainly. In any case it was good to be 
home." 

Sandy's book was being printed when 
he rushed to cover the Afghan resistance 
to the Soviet occupation. А: TV shot in 
This Is Your Life showed him talking to 
a young Afghan ‘whose. foot had. been 
‘blown off in Sandy's presence by: an 
exploding mine. Limping on a wooden 
leg, Abdul Wahed embraced Sandy on 
the London stage and it was announced 
that Sandy had taken a characteristic ac- 
tion after helping ‘the: crippled young 
man down the pitted mountain. 

On: his теѓи Britain, Sandy had 
contacted authorities and: arranged for 
Wahed to be fitted with anartificial limb 
at the world-famous J. E. Hanger Centre 
‘at Roehampton Hospital... 

Gall in action — with or 
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Canon electronic typewriters. 
Their most outstanding feature 





When most people think of electronic type 
writers they think of convenience. Things like eas 
correction, easy formatting, and automatic func- 
tions designed to eliminate the mechanical as- 
pects of typing. Every Canon electronic typewritei 
has advanced electronic features to do just that. 
In fact, we have some convenience features you 
won't find anywhere else. 


But at Canon, we were not content to just 
put some fancy circuits into an ordinary type- 
writer. We set about to combine the automation o 
electronics with a new level of mechanical preci- 
Sion. The evidence of our accomplishment is in 
the finished document. For line framing, spacing 
is to within 1/240 of an inch, almost three times 
more precise than conventional typewriters. 
Vertical and horizontal lines meet exactly at the 
corner for perfect framing of charts and columns. 


This kind of accuracy cannot be achieved 
with mere circuitry. It takes attention to the 
smallest mechanical detail, and a willingness to 
use the best materials and designs rather than 
just the easiest. Canon uses an optically con- 
trolled servo motor to govern the carrier move- 
ment rather than just a simple step motor. We use 
a special two-way ratchet to control platen move- 
ment instead of the usual one-way type. And we 
mould our daisy wheel printing element to micron 
tolerances for perfect character alignment. 


All this might seem unnecessary to other 
typewriter makers. For them, a few flashy fea- 
tures might be enough to call a typewriter elec- 
tronic. But at Canon, our respect for the potential 
of electronic precision compelled us to make a 
typewriter worthy of its advanced features. 

AP500 features: e Text storage expandable to 32,000 
characters, € Correction memory of 500 characters for one-touch 
correction. € Format storage for frequently used tabs, margins and 


page sizes. e Line framing for charts, graphs, etc. e Automatic 
centering, paper feeding, underlining, bold type, numerical columns 


precision for productivity 
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IF CONSTRUCTION IS 
YOUR BUSINESS, KENWORTH 
IS YOUR TRUCK. 





In construction, time means money. 
You can't afford costly breakdowns and 
delays. 

You need atruck that helps keep your 
construction projects rolling and provides 
economical service at the same time. 

That's where Kenworth comes in. 

The C500's hood, radiator and engine 
are well protected by the rugged 
wrap-around bumper. The frame rails 
are straight continuous channels, 
custom-drilled to your specifications. 
The free-fit bolted frame is strong and 
flexible to absorb vibrations. The rear 
axle weight ratings go up to 31,750 kg. 


And the cab is engineered to help keep 
the heat, dust and noise of the job away 
from the driver. 

For a dependable general utility ve- 
hicle, the Kenworth L700 is the truck. It 
has GVW single axle ratings up to 
20,865 kg. The low-profile cab, with a 
40° wheelcut, provides for maneuver- 
ability in tight places. 

Тһе 7005 windshield measures 


more than 1.67 square meters and large 
side and curb windows offer excellent 
peripheral visibility. 

Kenworth dealers support every truck 
with excellent parts and service availa- 
bility around the world. 

The L700 and C500 can provide 
reliable service and help control costs 
year after year after year. 

For more information, contact your 
Kenworth dealer. Or call us direct. 
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“International banking ? 


Personal service’ Is an expression national loans, foreign exchange, and 
that means a good deal in the UBS all types of money market operations. 
vocabulary. Our specialists are trained to make 
UBS customers across the world themselves familiar with the individual 
appreciate the personal touch our requirements of all UBS clients, giving 
financial specialists bring to their them direct access to our portfolio 
discussions: on domestic and inter- management and advisory services. 
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We chart Asia’s 


growth for the people 
who contro 


The phenomenal growth of Far Eastern 
economies is one of the most startling 
developments of the late twentieth century. 

Discussed and analysed with intense 
interest all over the world, it is still only barely 
understood in the West. 

Those who comprehend it best are those 
in leadership positions throughout the Asian 
region itself. 

But even these powerful individuals 


about fs-breaking — Talk to them through 
“the Review.” 


developments taking place 
all around them. 

How does a Chinese banker in Hong 
Kong get the measure of finance in South 
Korea? 

How does a Malaysian politician assess 
the activities of his counterpart in Thailand? 

Like thousands of others, they depend on 
the Review. 

The Far Eastern Economic Review is the 
most important channel of information for 
Asia, about Asia. It is required reading for the 
elite in every nation of the Far East, because it 
is literally the only source of information they 
can rely on week after week. 

As a result, the Review reaches the 
highest levels of business, financial and 
government life. And it hardly touches anyone 


below this exalted level. We believe you can’t 
compare the Review to any other publication 
in Asia. 

It is truly unique. 

When considering the Review, you 
have no real alternative but to assess its 
effectiveness as an advertising medium in the 
context of its unique editorial environment. 

The Review forms a vital bond of shared 
knowledge in a region that is geographically 
and socially fragmented. 
So naturally, it is 
indispensable for anyone 
needing a consistent, reliable 
source of in-depth information on Asia. 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded 
advertisers marketing quality products and 
services. They know that in the Review their 
messages are well received throughout the 
region by the most influential group of 
leaders in business, finance and government. 

The people who control Asia’s growth. 
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A banker behind barbed wire ice. 


A Yen for My Thoughts — A Memoir of Occupied Hongkong 
by С. A. Leiper. South China Morning Post Publications, 
Hongkong. HK$45 (US$6.85). 


THIS latest in a long line of recent books on the fall of Hong- 
kong to the Japanese in 1941 is written by Andy Leiper, a retired 
Chartered Bank-er who spent much of his internee working days 
(until hauled off for close interrogation and torture by the kem- 
peitai [military police]) with two Yokohama Specie Bank em- 
ployees who were almost as terrified as he was. 

As à so-called enemy banker, he was required to help in the 
liquidation of Chartered's business, and his immediate superiors 
were the two green-uniformed Specie Bank civilians whom Ja- 
panese troops of all ranks treated like dirt, despite the fact that 
they were compatriots. 

Marched through the streets to work each day with other 
enemy bankers from the Hongkong and Shanghai Banking 
Corp. and other banks, Leiper did his best to slow down any pro- 
cess he was ordered to initiate by the Japanese; look after the 
local staff and see they were paid; disseminate any news of the 
outside world to as many other internees as he could, and — 
most importantly — keep accurate records of what was going on. 

With some freedom of movement allowed, he moved about 
the streets, once sickened physically by the casual beheading of a 
Chinese by Japanese troops at the kerbside. 

He lived with his wife Helen along with the wives and children 
of other internees, in the cramped conditions of a comman- 
deered Chinese brothel, whose personnel had been ousted at a 
moment's notice. In such proximity, he says, lack of privacy and 
fear of pregnancy reduced sex lives to zero; nor was the in- 
adequate diet any help to the libido. 

Later, he was transferred to Stanley, where fresh air and sun- 
shine did wonders. “The Japanese authorities have witnessed 
certain acts of misdemeanour committed on the roofs," ran a 
notice on the camp board. “They do not object to such acts if 
committed by married couples or even by close friends, but they 
do not believe that the persons concerned fall within either cate- 
gory. Such acts must therefore cease forthwith." 

But smiles raised by the prim warning against improper sex 
died when the next notice announced the execution of seven fel- 
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Newspaper announcement of the capture of Hongkong; the end of internment at tanley: a terrifying time. 





low Britons (including one Hong- 1 
kong Bank man), while of four 
others sentenced to long. prison _ 
terms two (including Hongkong _ 
Bank chief manager Sir Vandeleur | 
Grayburn) would die in prison. ] 
Predictably, Leiper's turn came. 
Some bankers had escaped to join | 
the British Army Advisory Group | 
(BAAG) of guerillas operating in | 
Guangdong; the Japanese were 
furious that, on orders of the British 
governor in Hongkong's last days, 
people like Leiper had burned new 
currency notes, and an under- 
ground communications system be- | 
tween Stanley.and BAAG impli- — 
cated them all. Court-martialled 
without defence, Leiper and two _ 
other Chartered men received _ 
long. prison terms, while two 
other accused were sentenced to | 
death. | 
The book ends unsatisfactorily. 
Helen, who soldiered on stoically 
without mention of illness, died 
soon after the war, a victim of 
internment. Pages of letters — one — 







a 


{ 











when she too was an internee, mean 
nothing to the reader. Leiper should have ended his harrowing — 
tale at that most moving moment of release when, a ghastly, 
emaciated, shaven-headed figure, he staggers towards the dis- 
traught Helen who, not recognising him, races past shouting: — - 
“Where is he? Where is he?" — DONALD WISE 
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‘okyo: D: Japon’ 5 national pension schemes 
eaking under their own weight, and 
‘is rife about a danger of eventual 
kruptcy in:the system. Nearly all seg- 
nts of Japanese society recognise. the 
for some reform of the current struc- 
unless some hard political and 
choices are made soon, the Japanese 
ice the next decade with a social crisis 
recedented in their post-World Маг. 
огу. ^ 

he tura. bf, the century, when the. 


boom: generation begins to. retire, | 


resent system could become bank-: 
t," says Noriyuki Takayama, associate | 





ational wars might arise, along | 
bour ‘disincentives and an.under- 
onomy:.:The high level of social- 
benefits will. cause pension fas- 


uch strong words can be-balanced by 
ments from government - officials, 
o correctly point out that Japan still has 
е to make needed adjustments in its 
jor retirement. schemes. . Various 
els have already recommended cüts in 

benefits, increases іп individual 
ment contributions and integration 





fessor at Hitotsubashi University. “Ine | 












he eight often unwieldy systems now in 
tion. The recommendations usually 
ome mired in political posturing апа: 
aucratic resistance, however, No one. 
to become identified in the public 































iouths" of the venerable and venerated 


fet, as the United States and West 
opean nations have discovered, in one 
ense this is exactly what must be done to 
void serious social and economic disrup- 
in future years. “In the last half of the 
970s, declining economic ‘growth and 
on inuing low fertility rates signalled the 
ing of a severe crisis in the financing of | 
retirement programmes some time 
he turn of the 21st century," 
sts a 1982 book, The World Crisis in 
Security. "This-long-run funding 
or the first time. began to over- 
adow the short-term financing problems 
the growing sense that these program- 
ad serious inequities НИН into many 






Japan's public pension system has three 
tors: employees’ pension insurance, 









g five mutual-aid associations co 
employees in central and loc 
ent, in schools and in certain 
ices. The first two cover 90% of 
sured workers, some 26. million 
million respectively. The employees’ 








ind: with efforts to “take rice from the | - 








national. system, and one. encompas- |. 
-4 corporations) or annuities, which are be-: 

coming more popular. Private pensions- 
enjoy real rates of return of 2-3% a year - 
from: being invested in private markets. 

: ; MIKE THARP- 


scheme is applied to companies and fac- 
tories with five or more regular workers. 
As of March 1981, the average monthly 


‘pension for some 2 million retirees who 
_had been insured for 20 years or more was 
126,816 (US$539. 64). ‘The sector is 


funded 20% by tax revenues from the cen- 
tral government's general account, 4096 
by the employer and 40% by the employ- 


‘ee, Payment begins at the age of 60 for 


males and 55 for females. | 
<The- national pension covers self-em- 
ployed people, those engaged in.agricul- 


contributory and non-contributory parts 


to. the system, with either the Rational or | 





The pensions 
picture — 


Tokyo: There are three types of: private : 


occupational pension plan in Japan: the 
Employees Pension Fund, or EPF (as 
distinct from the public *employees' pen- 


sion insurance"), tax-qualified pension 
plans and unqualified private pension. - 


plans. The EPF began in 1966 and pro- 


` vides benefits to about 6 million mem- 


-bers in some 65,000 companies. Employ- 
ers’ and employees’ contributions are 


. tax-deductible. 
In exchange forlower contributions to 


the public employees’: pension insur- 
ance, EPF takes over part of earnings- 
related benefits from the state pension. 


: The second part comprises occupational 


benefits provided by companies. 

Tax-qualified pension plans began in 
1962. They now cover about 5.5 million 
members in 65,000 companies, provid- 
ing old-age pensions exclusively. Em- 
ployers’ contributions are tax-deductible 
while those of employees’ are deductible 
within certain limits. The company chan- 
nels contributions to a trustee who ad- 
ministers and invests assets and pays 
pensions. Insurance companies and trust 
banks are trustees. 

There are also individual pensions, i in 
the form of either lump-sum payments 
(90% of recipients prefer this method, 
which. averaged some  Y18 million 
[US$75,200] іп the fisca year ended 
March 31, 1982, for employees of big 





ture, forestry and fisheries and those not. 
:covered by other plans. There are both. 








local government providing coverage. In- 
augurated in 1942, the plan covered 10.4 
million retirees as of March 31, 1981, pro- 
viding an average monthly pension for all 
beneficiaries of ¥ 108,000. Two-thirds of 
the funding comes from contributions: by 
farmers and shop owners, а third from the 
general lax revenue account. 





here are ‘several pr oblems common to 

| both systems. One is that, owing to 
demographic trends, the total number of 
insured is expected to remain roughly flat 
whilé the number of pension recipients 
steadily rises. Now 12 workers support 
benefits to one recipient, but next century 
the ratio will fall to fewer than three work- 
ers per pensioner. 

It is this growing imbalance that leads 
advocates of reform to call for a major 
overhaul of the indexation.clauses in old- 
age plans. In. 1973, both systems were 
changed to allow automatic adjustments 


in the pension. payment. when the con- 
:Sumet-price index rose by more than 5% a 


year. Since then, there has been a series of 


‘Increases in the amount of benefits, in- 
¿cluding a 496 tisein 1982, even though the 
‘index did not rise more than 5% on an an- 


nual basis. 

Ratcheting the benefits upward has re- 
sulted.in an unusually high level of pay- 
ments to Japanese pensioners. Currently, 
they receive an average of 60% of their 


‘base salary after 30 years of contributing 
vto the. plan. (When ‘customary semi-an- 


nual bonuses are included, the average 
drops to 45% of base salary, roughly the 
levels in the US and. Western Europe.) 
But as more workers ascend the pension 
escalator, they will work longer. If present 
trends continue, after contributing for 40 
years to one of the plans, a pensioner next 
century could expect to get around 80% of 
his salary.in retirement income; "That's 
just crazy," said one Finance Ministry offi- 
cial. 

Morever; as the system matures, the 
number of recipients in the employees' 
pension-insurance scheme will rise to 4.6 
million in 1990 from 2 million in 1980 and 
to 7.7 million at the end of the century. 
Similarly, in the national pension plan, re- 
cipients will increase. to: 9 million in the 
year 2010 from 5 million in 1980.:At-1980 
prices, total costs of the first plan will soar 
to ¥9 trillion from Y3.2 trillion currently 
by 1990 and to X3 trillion for the national 


ese. that fill 
alk of bank- 








ECONOMIES 


Oil-palm processing plant: soaring production. 


From awful to good 


Malaysia’s central bank is optimistic about prospects 
this year after reporting a gloomy 1982 out-turn 


By Jeffrey Segal 

Kuala Lumpur: The latest annual report 
of Malaysia’s central bank paints an al- 
most uniformly dismal picture of the na- 
tion’s economy in 1982. After recording a 
moderate slowdown in 1981, says the 
Bank Negara report, the economy last 
year felt the full impact of the recession in 
the major industrial countries. The bank 
said prices of Malaysia's major export 
commodities sank to their lowest levels in 
real terms for nearly 30 years, leading to a 
sharp deterioration in the terms of trade 
and record deficit in the balance of pay- 
ments. On the domestic front, overall de- 
mand slackened considerably and the gov- 
ernment was forced to rein in public 
spending. 

There were a few bright spots, though. 
With primary producers increasing their 
output to more than offset falling prices, 
the nation’s gross domestic product 
showed a creditable 4.6% real growth 
rate, inflation declined, interest rates fell 
and bank liquidity eased. This “remark- 
able resilience” in the economy prompted 
Bank Negara to offer an unusually op- 
timistic forecast for 1983. 

As the expected Japanese, American 
and West European recovery sets in, 
Malaysia should achieve economic growth 
of 5% this year, the bank predicted. There 
should be an 11% rise in exports of goods 
and services to narrow the payments gap 
by M$1.8 billion (US$783 million), ac- 
cording to Bank Negara, and inflation 
should stabilise. 

Looking further ahead, the bank said a 
wide-ranging restructuring of the econ- 
omy is needed to avoid any repetition of 
the past two years’ problems. Despite its 
diversified export base, Malaysia's econ- 
omy is too open to withstand “the va- 


garies of the international business cycle." 

In Bank Negara's view, the "restrictive 
fiscal and monetary policies" practised by 
industrial nations were largely responsible 
for Malaysia's economic difficulties in 
1982. These policies restrained demand 
and postponed recovery. High interest 
rates in particular had profound effects on 
the commodity markets, as the heavy cost 
of holding inventory slashed stocks at a 
time when demand was already below 
normal levels. 

The result was an average 5% drop in 
Malaysian export prices which, though 
less severe than the 13% swing against 
Malaysia seen in 1981, eroded by 5% the 


‘nation’s terms of trade, in sharp contrast 


to the cumulative improvement of 32% 
over the previous five years. 
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Net transfers 


Balance of goods, services & transfers 
Official long-term capital inflows 
Loans 
Others 
Net corporate investment 
Net commercial credits 
Total net long-term capital inflows 
Basic balance 
Net private capital inflows 
Commercial banks 
Others 
Neterrors & ommissions 






Source; Bank Negara. 


In 1982, average unit prices of all 
Malaysia’s major export commodities fell 
substantially, with two exceptions — logs 
and sawn timber — which improved mar- 
ginally on an annual basis mainly due to 
cutbacks in shipments by Indonesia and 
the Philippines. In the latter part of the 
year, however, log prices pared most of 
the earlier increases. 

Crude oil, which has been Malaysia’s 
biggest export earner since 1980, recorded 
its first annual price drop for five years, 
and tin prices remained depressed. Palm- 
oil and rubber values, which affect the in- 
comes of many smallholders, fell in real 
terms to well below the levels reached in 
the last major Malaysian recession in 
1975. As with tin, crude palm oil touched 
its highest point in February before begin- 
ning a long decline to a low of M$809 a 
tonne cif northwest Europe by October. 

Rubber prices drifted steadily lower 
from January, weakened by a reduction in 
the International Natural Rubber Organi- 
sation's intervention price range in May. 
By the end of the year, top-grade RSS-1 
had sunk to a seven-year low. Cocoa 
prices fell for the fifth year running, av- 
eraging out at only 40% of their 1977 
value, while copper and palm-kernel oil 
both dipped for the second year in a row. 

But the overall 5% decrease in export 
prices was countered by an estimated 10% 
increase in export volumes. Among the 
three major export sectors, manufactured 
goods showed the strongest growth, with 
exports gaining 18.7% to M$7.61 billion. 
Sales of electrical goods surged to almost 
half the total, partly through growing re- 
exports of components imported from 
neighbouring countries for testing here. 
Sales of chemicals and petroleum pro- 
ducts also increased rapidly, though 
metal, wood and food products all de- 
clined. 


ross imports increased at more than 

twice the rate of exports in 1982, add- 
ing 8.7% after a rise of 13.7% in 1981. The 
previous year's rise, Bank Negara pointed 
out, reflected higher import prices. In 
1982, though, unit prices stagnated but 
volumes grew. Expanded imports of air- 
craft, ships, railway 
equipment and con- 
struction materials ac- 
counted for much of 
the overall increase, 
while supplies of 
crude-oil fell dramati- 
cally. Total merchan- 
dise imports (includ- 
ing those of offshore- 
oil equipment) were 
M$29.49 billion. 

The overall Ба- 
lance-of-payments de- 
ficit of M$614 million 
was funded by a 
M$152 million draw- 
ing on the Interna- 
tional Monetary 
Fund's  buffer-stock 
financing facility and a 
M$462. million shrin- 
kage in Bank Negara's 
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` "gained a margina 









foreign reserves 
| value against 
_ the currencies of Ma laysia s major trading 
partners. 

The increase: in olipa of export com- 
modites — part ly 
petroleum -+ 
GDP last yea 









M$66.52 bin | 
prices апа 4.69 , 
slowest real annual growth rate since 
1975. The equivalent i increase in 1981 had 
been 6.7%, while the 
Plan had allowed | 
growth rate ur 7.6 
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Crude petroleum 
























Sources: Bank Negara; Statistics Dept 


ces, the agriculture, forestry and fishing 
sector was up 5.2%. Mining was up 8.8% 


. while manufacturing increased by 4.1%. 


Palm-oil production soared by nearly a 
quarter, mainly as a result of an increase in 
the mature area under cultivation and an 
improvement in yields due to the spread of 
the pollinating. weevil. Palm-kernel out- 
put was up by more than half, while cocoa- 
bean production grew 30%. Rubber was 
marginally down on the 1981 level, with a 
continued decline in estate production 
largely offset by a record contribution of 
943,500 tonnes from smallholders. 
Malaysia remained the world’s biggest 
rubber grower with an estimated 41.7% of 
global output. 

Rice production grew by 1.5% to more 
than 1.3 million tonnes, sufficient to meet 
nearly 82% of national requirements, de- 
spite drought conditions in the main dou- 
ble-cropping areas of Kedah and Kelan- 
tan. Sawn log output rose 4.6% to 31.6 
million cu. ms as Sarawak increased the 
rate of felling. 

The start-up of four new offshore oil- 

fields and increased flows at existing wells 

еа en d таналы production by 
:5 million tonnes, or 303,10 











* Greater than sum of the above — "others" categories omitted. 





| vices this year to M$37,2 billion and a - 


Sega orders ot: foreign markets 
and weak consumer demand at home 
caused the slowdown in.the growth rate of 
the manufacturing ‘sector; Bank Negara 
said. Refining of palm oil and petroleum 
showed the only significant increases in 
throughput. 

Cuts in infrastructure spending by the 
government and fewer housing starts were 
blamed for a slackening in construction 
value-added. 

What domestic growth ‘there was in 
1982 was spurred mainly by the public sec- 
tor. Aggregate domestic demand — the 
sum of private and public spending — in- 
creased by only 4.5% in real terms. But 
private-sector spending grew just 2.7%. 
Public-sector spending also slowed; but 
still grew 8.6% in real terms. 


T* overall budget deficit of M$9.74 bil- 
lion, meanwhile, was financed through 
a 48.1% increase in net domestic borrow- 


a 60.196 rise in overseas 
borrowing to a record 
M$4.66 . billion. 
downs on new and exist- 


the total outstanding ex- 


to M$13.09 bilhon and 
the external debt-service 
ratio from 2.6% at-the 
end of 1981 to 4.5% 12 
months later. 

The. inflation rate fell, 


index. for Peninsular 
Malaysia gaining only 
5.8% over the year, down 
from 9.7% in 1981. Wage 
settlements, too, pro- 





vided for smaller increases than in 1981 as 


demand for labour dropped off. 

“By the first quarter of 1983,” Bank 
Negara said, “conditions had turned for 
the better. Prospects appeared good for 
further progress in bringing down the 
underlying rate of inflation: exports had 
turned buoyant so that the external ac- 
count was likely to improve, and the out- 
look for a moderate economic revival had 
brightened.” 

Bank Negara’s optimism for 1983 is 
keyed on the growing indications of 
economic recovery in the United States 
and Japan and to a lesser extent in West- 
ern Europe. The bank forecasts real 
growth between 2-2.5% in OECD coun- 
tries this year; the ‘OECD itself predicts 
growth of only 1.5%. 

As the American vehicle industry re- 


vives, Bank Negara said, rubber prices · 


will improve further, and as the housing 
industry takes off in the US and Japan de- 
mand for Malaysia's timber should grow. 
Export volumes of palm oil, crude petro- 
leum, tin and electronic components are 
all forecast to improve, adding up to an 
11.3% rise in exports of goods and ser- 


ing to M$6.08 billion and 


Draw- | 
ing credit facilities took | 


ternal debt up.by 58.196. | 


with the consumer-price - 
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emen come 
parallel drop in the current-account deficit 
to M$6 billion. Capital inflows, the bank 
said, are expected to be favourable again, 
and Malaysia's international reserves will 
remain strong. 

This export-led growth should raise real 
GDP by 5%, and real per capita GNP by 
2%. Aggregate domestic demand, though, 
is likely to increase by only 1.1% in real 
terms, with public-sector spending actual- 
y dropping. Inflation should level out at 

-6%. 


On the whole, the bank is less cautious 
about the economy this year than the 
Ministry of Finance which, at the time of 
the budget, forecast output growth reach- 
ing 4.9%, exports rising 10.1% and the 
balance-of-payments deficit falling to only 
M$6.67 billion. 

In mid-March the national oil company, 
Petronas, cut its posted oil prices by an 
average US$5.60 a barrel, or 15.4%, 
backdated to February 1. At current ex- 
port levels of 270,000 barrels a day, the 
price cuts will mean a drop in oil-export 
earnings this year of some M$1.3 billion. 
They will also reduce earnings from the 
Bintulu liquefied natural gas (LNG) 
plant, which came on stream at the end of 
January, by an estimated M$80 million, 
since LNG prices are tied to crude oil. 
Federal revenue from oil could be hit, too, 
to the tune of some M$400 million. 

Bank Negara also warned that the ex- 
pected improvement in the economy 
might deflect the government from its 
plans for reducing spending. The federal 
government intends to cut its deficit this 
year to M$8.48 billion by increasing indi- 
rect-tax revenue and trimming develop- 
ment expenditure. The deficit, Bank 
Negara said, will be financed by prudent 
levels of domestic and external borrowing 
and a drawdown in the realisable assets of 
the federal government. Malaysia has al- 
ready this year raised a US$550 million 
syndicated loan, coordinated by Bank 
Bumiputra and Citicorp. 


n the longer term, the bank added, 

"more needs to be done to bring the fis- 
cal situation under full control as the econ- 
omy expands." Measures will also have to 
be taken to remedy what the bank calls the 
structural weaknesses of the economy to 
prevent a recurrence of recession. Despite 
the euphoria of the late 1970s, Bank 
Negara said, Malaysia's traditional non- 
oil commodities have “lacked dynamism” 
for several years, while manufacturing has 
remained “narrowly based” and depen- 
dent on electronics and textiles for 
growth. 

To see the Malaysian economy through 
the 1980s, a decade when world trade and 
international commodity demand are 
likely to expand only moderately, the cen- 
tral bank prescribes the development of 
four “domestic engines of growth” — the 
building and construction sector, particu- 
larly in low-cost housing and small-scale 
factories; manufacturing, either resource- 
based for export or consumer-oriented for 
import substitution; food production for 
domestic consumption and export, and re- 
planting of rubber and reafforestation. 
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To hold, not to have 


Worried about falling foreign investment, the Philippines 
proposes a land-lease scheme to attract multinationals 


By Leo Gonzaga 
Manila: The governor of the Central Bank 
of the Philippines, Jaime Laya, an- 
nounced on March 28 a scheme designed 
to ease the property-related problems of 
foreign investors and, in the process, to 
bolster the country’s international re- 
seryes. He said the scheme had already 
been approved by President Ferdinand 
Marcos and that the central bank had been 
chosen to implement it because foreign- 
exchange movements were involved. 
Laya expected an enabling presidential 
letter of instruction and the implementing 
rules to be finalised in a month or so. 
Under the scheme, the central bank will 
set up a property subsidiary which will buy 
houses and lots for expatriates, industrial- 
plant sites and commercial offices for 
foreign companies. In each case, the 
foreigner must bring in foreign exchange 


Laya: an accommodating move. 


equivalent to the cost of acquiring the 
property, plus what Laya calls “out-of- 
pocket” costs and overheads. The prop- 
erty subsidiary will then lease the property 
to the foreigner, rent-free, with interest 
earnings from the foreign-exchange in- 
flow taking care of the waived rentals. 
Both the inflow and earnings will become 
part of the bank’s reserves. 

If the foreign party later decides to with- 
draw from the country and repatriate the 
original investment, it will have to find a 
buyer for the property. Any profit on the 
deal can also be repatriated after capital 
gains tax of 10% on the first P 100,000 
(US$10,250) and 20% above that has been 
paid (only 50% of the gain is taxable after 
12 months). The transaction will have to 
be approved by the bank’s property arm. 

The scheme will require a lot of trust on 
the part of the foreigner, who will be in- 
vesting in a property he cannot own; but as 


Laya explained, the lease arrangement 
will assure predictability of use and cost of 
property for foreign investors in the 
Philippines and, at the same time, comply 
with that provision of the constitution 
which limits property ownership to 


Filipinos or to entities at least 60% owned _ 


e 


by Filipinos. 

A slowdown in the inflow of venture 
capital from abroad has been cited as the 
main factor behind this relaxation of prop- 
erty-ownership rules, which is obviously 
designed to make the Philippines more at- 
tractive to foreign investors. Entry of 
foreign investment amounted to US$418 
million in 1982, US$62 million less than 
the preceding year’s US$480 million. The 
adverse impact of a capital-hungry econ- 
omy was compounded by an accelerated 
outflow to US$159 million, or US$86 mil- 
lion more than 1981’s US$73 million, 
thereby reducing net investments to 
US$259 million from US$408 million. 


his was the first reversal of the trend 

since 1977 and last year's capital inflow 
showed an increase of US$180 million 
over the US$248 million annual average 
during 1978-81. While the outflow was 
US$82 million more than the US$72 mil- 
lion a year in the same period, there was 
an increment of US$11 million in net in- 
vestments compared with the US$248 mil- 
lion annual average for those four years. 

On the other hand, the Philippines 
started losing its allure as a base for the 
Asia-Pacific operations of multinational 
corporations even before the downturn in 
the global Берерин: The number of multi- 
nationals seeking licences to establish re- 
gional headquarters here dropped to 24 in 
1982 from a peak of 48 in 1978. And of the 
312 granted such licences during 1973-81 
(the latest complete period for which data 
are available), 156 did not exercise the au- 
thorisation or closed their headquarters, 
with 21 later relocating to Singapore, four 
to Hongkong, two each to Australia and 
Japan, and one each to Malaysia and Thai- 
land. 

All this has to be attributed partly to 
local policy, according to A. W. Burridge, 
president of the American Chamber of 
Commerce of the Philippines. He told a 
recent meeting of a local Rotary Club that 
while the global recession militates against 
the export of capital by industrialised 
countries, the local regulatory climate for 
foreign investors has become less attrac- 
tive than those of other capital-importing 
countries. Even in the competition for 
United States investments, where it 
should be a clear winner, the Philippines is 
not doing well, said Burridge. 

Data published by the chamber show 
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viduals and corporations are not al- | the projects should be local or ‘foreign- | Thus, the European Chamber of Com- 
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e 1s.no-such. ban in Hongkong or | pine Ambassador to the US Benjamin | loss-carryover scheme which will enable a 
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onditions in Malaysia, Singapore, | encourage more American investment in | duct from future earnings what it has lost 

| 4 Taiwan, and it is only in In- | ventures here which will require land for | in previous years, but with cut-off dates on 
Korea where the rules | crop-growing and -processing operations. | both sides. And Japanese investors are 

2: asking for investment Buarantees or pro- 

| on foreign ownership |Ithough it would have caused a stir | tection’ of their equity exposure here 
ingled out by Assembly- even during martial law, the property- | against possible "drastic changes in politi- 
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uctant to invest in the | nationalist reaction: The flag-wavers seem Prime Minister Cesar Virata is on тег 
d recently for а relaxa- | to be more concerned with alleged meddl- | cord as saying that the investment guaran- 
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s foreign. At this point, only easier property 
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subsidiaries of multinationals spend a very 
small proportion of their total budgets on 
travel, entertainment and advertising and 
need only а 6-8% increase in sales to be 
ЖЕ ` | able to maintain present levels of post-tax 
ian f irms are up in arms over a pi i posal that would trea ; i. | Profits. In contrast, smaller companies 
on of their travel and entertainment spending as profit s Ey | would Raye to мер ip. sales by 25-40% 40 
maintain profits. Smaller firms and new 
entrants, moreover, have fo spend heavily - 
on sales promotion, while the giants are 
ew Delhi: Indian industry is protesting | because a part of its expenditure would be | already established in their field and can 
ra new tax measure that seeks to curb | treated as profits. So there would bea dis- | get away with spending proportionately 
pany spending on travel and advertis- | tinction between real profits and taxable | much less. 
— expenditure which Finance Minis- | profits — and some companies might have The -advertising industry would be 
Pranab Mukherjee considers (0 be | to part with most or all of their real profits | doubly hit. Advertising budgets would be 
lavish and wasteful.” The measure, | as (ах, кес smaller and turnover of the agencies 
roposed in this year's budget now being would shrink. Agencies would in addition 
liberated on by parliament, disallows as a he finance minister lias proceeded on | have to pay tax on a fifth of their travel 
deduction 20% of all expenditure on | E the assumption that bigger companies | spending. The media would also be af- 
el, hotels and advertising. The disal- | are given to lavish spending on their senior | fected, both by a downturn in advertising 
ed portion would be treated as part of | executives’ travel. programmes. But the | and by the effective restriction on travel — 
the company's profits and taxed as such. bulk of corporate spending on travelisnot | required for both news-gathering and cir- 
_ A point of criticism is that the measure | for high-paid executives but for sales staff | culation promotion.  : 
no distinction between necessary | in the field. In any case, there is already an In sum, critics say, there is no link be- 
ig. on these items and wasteful ex- | upper limit on hotel bills as far as tax de- | tween the stated objectives of the measure 
diture. Even if a company succeeded |. ductionis concerned. The assumption that | and what it seeks to achieve — additional 
cutting down overall spending on these | all advertising is wasteful, too, appearsto | revenue of Rs 500 million (US$50.3 mil- 
items, 20% would still be subject to tax. | be based on a misconception, because, for lion) a year. This could have been raised 
‘So there would be little incentive to | onething, publication of company notices | by increasing tax on corporate profits 
onomise. The measure could lead to a | — of accounts, share issues and suchlike rather than through a move which 
‘situation wherein a company which was | — is required by law. fhreatens to force small companies to the 
losing money would still have to pay taxes | Та сы eo corporate giants and Indian wall. 
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International Banking with Bavarian Drive and Friendliness 






Our full range of modern facilities includes 
e Professional documentation and rapid 
yment transfers (S.W.L.FT) 
xport-import financing f 
e Client-oriented foreign e ge operations 
@ Advice on seeking new trading partners 
e Easy access to foreign markets through our 
international presence and connections 

Get in touch and put one of Germany's top 
universal banks to work for you 
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Because there’ 


to business trips thats 77 


The Ming Court was 
jus st 1S1 ness, a on the ancient 
hinese principle of inner 
and at courts with pleasures 
for the inner and outer man. 
Take Chef Bidou, a chef 
famous in his French Provencal 
region. He has given Singapore 
an outstanding example of 
specialized cuisine. Another 
French touch is the sidewalk 
Café Boulevard. Perfect for 
people watching. Or the favourite 
of the Chinese gourmets, the 
Ming Palace. Or the Jade 
Lounge, lively and sophisticated. 
Allin all it’s your kind of hotel. 
On business. Or leisure. 


PLING COURT HOTEL 


WHERE BUSINESS MIXES WITH PLEASURE. 
Tanglin Road, Singapore 1024. Telex: RS 21488 MINGTEL. Cable: MINGOTEL. 





e GOODWOOD PARK * YORK HOTEL e MING COURT + LADYHILL e HOTEL MALAYSIA 
Reservations Worldwide: Steigenberger Reservation Service. Australia and Japan: Southern Pacific Hotel 
Corporation. Hong Kong: Cardinal Hotel Book Servite. Jakarta: Sahid Java Sales Offic 
Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline 
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‘The 
Giant Panda 
needs your help 
to survive 


(CE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount à major Panda Conservation 
Programme. This includes construction of à 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 


The Giant Panda is an endangered animal 
It is also the symbol of WWE's worldwide 
conservation efforts to save life on earth 


But WWF needs money — your money. 
Please send contributions to the WW F 
National Organisation in your country or direct ti 
WWF International, 1196 Gland, 
Switzerland. 
* 
е, 
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The new twin jet 
helicopter BK 117. 


O Outstanding performance 

O Spacious interior (8-11 seats) 

O 4.5 cubic meters of cargo room 

Easy loading through unique clamshell 
rear doors 

о Compact size 

J True multi-purpose design 

O Hingeless rotor, unexcelled manceuvrability 
1 Composite rotor blades 

O Proven BO 105 technology 

O FAR 29-design, IFR capability 

(1 Excellent maintainability 

о Worldwide service network 














Partner _ 
in international 
programs 


For further information please 
contact 


Messerschmitt-Bólkow-Blohm GmbH 
Helicopter and Transport Division 
Postfach 801140 

D-8000 München 80, Germany 
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In international 
trade there are many 
things you cant be 
sure of... 


Buyers and sellers across frontiers need 
a bank to make sure their trade transactions 
are properly concluded. Their trading profit 
depends on it. 

In an unsettled world you can rely on the 
tried and tested service of Lloyds Bank. It is 
grounded in the experience of banking over- 
seas for more than a century. 

We handle your documents of title, open 
or confirm and negotiate your letters of 
credit, settle your payments across the 
exchanges, and we finance your trade before 
shipment or after delivery. 

Our people abroad know their markets. 
We give you guidance on local rules and 









„.опе you can, 
our integrated 
service 


practice, advice on commercial conditions 
and information on your counterparties. And 
we keep you informed of the progress of your 
transactions. 

You can trust your business to us, 
because we integrate modern methods with 
traditional disciplines throughout our net- 
work of branches straddling the world’s main 
trade routes. 

Wherever you deal with us, you 
secure the fast and sure response that 
gives you the edge. 


Eu. 









INDUSTRY 


The lame duck legacy 


Thailand’s state enterprises, swollen and inefficient, are 
badly in need of reform — but this will take time 


By Paisal Sricharatchanya 

Bangkok: When Thailand's state enter- 
prises first emerged following World War 
II, their existence appeared to be fully jus- 
tified. Now, some 30 years on, a greatly 
enlarged and often inefficient public sec- 
tor is under increasing attack — focused 
on the need for its scaling-down. 

In 1953, then prime minister Field- 
Marshal Pibul Songkram set up a string of 
state-run manufacturing and trading con- 
cerns. Organisations then under Defence 
Ministry jurisdiction producing such 
things as uniforms for soldiers and light 
bulbs for the armed forces performed a 
crucial import-substitution role, as private 
industry was virtually non-existent. 

Trading agencies (then under Finance 
Ministry control) dealing in farm-com- 
‚ modity trade were designed — unofficially 
— to counter the growing influence of 
Chinese immigrants in the retail economy. 
Through the appointment of trusted aides 
and favoured subordinates to key posi- 
tions, these state corporations quickly de- 
veloped into an important political base 
for Pibul. When Pibul's political oppo- 
nent, military strongman Field-Marsha! 
Sarit Thanarat, seized power in late 1957, 
he set about reorganising the corpora- 
tions’ management and closed down some 
of the trading bodies. 

Thailand’s first five-year plan (1962- 
66), incorporated during Sarit’s regime, 
made it clear that the government would 
undertake the task of laving. down the 
basic infrastructure for economic ac- 
tivities — particularly in the area of public 
utilities — aside from which it would not 
compete with the private sector. The plan 
underscored the government's broader in- 
tention to act as a catalyst in getting activi- 
ty off the ground with the intention of 
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turning responsibility over to the private 
sector later. 

That objective was never met. Instead 
of limiting the state-enterprise sector's 
growth, events in subsequent years 
showed that the authorities were actually 
broadening its base. The number of 
agencies grew gradually to reach a peak of 
109 towards the end of the second five- 
year plan (1967-71). That the sector had 
grown out of proportion and was becom- 
ing a drain on government resources, 
rather than making a positive contribution 
to the national coffers, was underlined in a 
chapter dealing specifically with state en- 
terprises in the third five-year plan (1972- 
76) which, reflecting an unmistakable 
undertone of concern, stressed the need to 
improve efficiency. 

With the exception of a handful of effi- 
cient outfits — notably the Electricity 
Generating Authority of Thailand (Egat), 
the national airline Thai International and 
the central bank, the Bank of Thailand — 
the majority of the 70 state enterprises are 
at present putting up an uninspiring per- 
formance, with many operating at a heavy 
loss. 


Е" а number of “structural” reasons — 
ranging from rigid government regula- 
tions, unprofessional administrators and 
bureaucratic red tape to politically moti- 
vated and unrealistic government policies 
in freezing certain public-utility prices — 
inefficiency has become deeply ingrained 
over the years. 

The common sight of tightly packed 
buses in the metropolis (operated by the 
Bangkok Mass Transit Authority or 
BMTA), never-ending complaints over 
the inadequacy of telephone services (run 


by the Hg aî Organisation of Thai- 


land), and the train service (managed by 
the State Railways of Thailand, or SRT) 
which has much room for improvement, 
serve as just a few examples of what has in- 
creasingly tarnished the image of the 
whole sector in the eyes of the Thai public. 

The sector is undoubtedly one of the 
largest and most crucial in Thailand, with 
combined assets of Baht 380 billion 
(US$16.5 billion) and some 250,000 em- 
ployees, or about a fifth of the strength of 
the nearly 1.2 million-strong civil service 
(including the police and armed forces). It 
encompasses all essential public utilities; a 
large portion of basic infrastructure 
(ports, airports, Bangkok expressways, 
industrial estates); a virtual monopoly on 
public road, rail and air transport, and fis- 
cal monopolies on tobacco and lotteries. 
The sector also carves off smaller stakes in 
banking and insurance, manufacturing, 
trading, marketing, agriculture and ser- 
vices. 

But if normal commercial criteria can 
be taken as any yardstick — and many ex- 
perts here argue that they cannot because 
some utilities are designed to provide 
selected services to the public as the state’s 
obligation rather than for profit — the 
aggregate performance has been dismal 
all along. 

Latest available official statistics show 
that during fiscal 1981, 15 enterprises suf- 
fered a combined Baht 3.4 billion loss 
while 54 others posted a combined Baht 
11.2 billion profit which translated into a 
Baht 7.7 billion net profit for the whole 
sector, But given the enormous asset base, 
the sector’s net return (profit-assets ratio) 
in 1981 was a meagre 2%, a figure which 
has remained broadly unchanged in recent 
years. 

The sector contributed about Baht 6.2 
billion in revenue to the government in 
1981. However, direct government sub- 
sidies for the various loss-riddled agen- 
cies, allocated from the annual budget, 
amounted to Baht 3.4 billion in the same 
year — making a net return of only Baht 
2.8 billion. 

Officials of the Finance Ministry, which 
plays a pivotal role in regulating the sec- 
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Bangkok: The straggling growth of 
Thailand’s state-run co tions over 
the past three decades, and the numer- 
ous problems plaguing them, have con- 
vinced the government and its economic 
policymakers that no new state enter- 
prises should be set up. Instead, the gov- 
ernment is creating a new type of na- 
tional corporation wherein the public 
and private sectors pool resources to 
undertake projects requiring huge capi- 
tal and technological investments. 

The new model is seen as a logical and 
economically viable break away from 
the state-enterprise structure in which 
the government holds the majority 
stake. Designed to skirt various rigid 
regulations, legal problems and red tape 
associated with state enterprises, the 
new formula calls for direct government 
equity to be less than 50%, with private 
investors taking the rest. 

This allows the government a control- 
ling say in key policy matters but also 
permits the corporation to be run flexi- 
bly and efficiently. So far, three such 
corporations have been set up to under- 
take the national fertiliser project, a 
long-term sugar-export project and a 
liquefied natural gas (LNG) export 
scheme. A fourth will be established 
shortly to get Thailand’s petrochemicals 
project off the ground. 












tor, explained that state enterprises gener- 
ate more revenue for government than of- 
ficial profit-and-loss figures show — possi- 
bly to the tune of Baht 20 billion a year. 
They cited the case of Tobacco Monopoly 
of Thailand. Posting annual profits of 
more than Baht 1 billion through its 
monopoly on cigarette production, it indi- 
rectly generates an extra Baht 7-8 billion 
in annual revenue from various types of 
excise tax. 

The Petroleum Authority of Thailand, 
the state-run oil company which swung 
around from a loss of more than Baht 900 
million in 1981 to a profit of roughly the 
same amount in 1982, also made similar 
contributions in the form of oil tax. 

Others argue that the government 
would have stood to reap a similar amount 
of tax revenue, if not more, had these op- 
erations been in private hands. Then, the 
government would stand to gain more 
from corporate tax, which is not applica- 
ble to state enterprises. 

The overall picture of inefficiency, poor 
aggregate economic returns, plus con- 
tinued heavy losses at such utilities as the 
BMTA, SRT and metropolitan and pro- 
vincial waterworks authorities, have given 
rise to a growing awareness in recent years 
of a need for reform. In 1980, when Boon- 
chu Rojanasathien was deputy prime 
minister and economic overlord, he or- 


The new corporate image 


rations with majority private equ 
the best vehicles for big-project development in 






are seen as 
ailand 


The Thai Cane and Sugar Corp. was 
set up in October 1982 with the govern- 
ment (through the Industry Ministry), 
private cane farmers and millers 
each holding a third of its capital. Last 
December, it signed agreements with 
three international sugar-trading firms 
to export 600,000 tonnes a year of raw 
sugar for five years, as part of the gov- 
ernment’s programme to support cane 
farmers hit by the world sugar-price 
slump (REVIEW, Nov. 5, '82). 

The National Fertiliser Corp. (NFC) 
was also set up in October 1982 to take 
over Thailand's ambitious US$590 mil- 
lion chemical-fertiliser project on the 
eastern coast, after the government 
ended negotiations with a Scandinavian 
consortium which was to have built and 
operated the complex. Through various 




































Boonchu: call for control. 


dered that subsidies, which have averaged 
around Baht 3 billion a year in recent 
years, be slashed to just a few hundred 
million baht in an attempt at major reform 
of the entire sector. But nothing concrete 
was achieved. Apart from broad 
guidelines that the enterprises must 
“shape up,” no specific strategy was im- 
plemented during Boonchu’s brief (year- 
long) tenure before his Social Action 
Party quit the government early in 1981. 


n a speech last July, Boonchu proposed 

the establishment of an independent 
agency to control and improve the enter- 
prises’ operations. He said: “The sum- 
mary objective is to improve their effi- 
ciency so that the government does not 
have to protect and give them various spe- 
cial privileges which are against the princi- 
ple of free economy.” He also urged that 
those involved in manufacturing which 
have proved unsuccessful should be sold 
to the private sector. 


official 
(PTT), the government directly owns 
45% of NFC, the balance being held by 
local fertiliser manufacturers, traders 
and commercial banks. NFC appointed 
ternational Corp. in February to conduct 


osed complex. 


controlling 
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such as the state-run 
Petroleum Authority of Thailand 





























United States-based Foster Wheeler In- 
an in-depth feasibility study on the prop- 


Also last October, a pilot company 
was registered to undertake what now 
appears a rather unlikely project to ex- 
port LNG. Direct government holdings 
through various agencies amount to 45% 
and the 10% stake held by the indepen- 
dent Crown Property Bureau clearly en- 
sures that the government side has the 
say; the remaining shares are 
held by banks and firms (REVIEW, Nov. 
12 82). However, the scheme has been 
temporarily frozen in view of gas-supply 
shortfalls and the resulting need to de- 
vote existing production to domestic use 
rather than exports. 

Another pilot company is scheduled 
to be established in June to develop the 
proposed upstream petrochemical units 
(including an olefins plant and a central 
utilities unit). Its initial capital will be 
subscribed 51% by the PTT and the 
Crown Property Bureau, the former 
holding no more than 49%. The rest will 
be taken up by banks and private inves- 
tors in the downstream plants (REVIEW, 
Jan. 27). The authorities are now 
evaluating proposals submitted by 12 
local and foreign potential investors in 
the downstream projects. 

— PAISAL SRICHARATCHANYA 
















By definition, a state enterprise is one in 
which the government holds a more than 
50% share. In reality, though, most are 
virtually wholly owned by the govern- 
ment. Because many were created at the 
whim of political and military interests, 
many public enterprises offer salaries and 
fringe benefits which are better than those 
in the civil service. In recent years, how- 
ever, the government has tried to bring 
the sector’s salary scales closer into line 
with those in the mainstream of bureau- 
сгасу. 

But differentials remain. The gap is par- 
ticularly wide at executive levels. The gen- 
eral manager of a large utility earns about 
Baht 40,000 a month, against less than 
Baht 20,000 for the top civil service post of 
ministerial under-secretary. Another con- 
trast is that while profitable enterprises 
pay a yearly bonus, such a benefit is un- 
heard of for civil servants. This is all highly 
ironical as state enterprises invariably 
come under the jurisdiction of various 
ministries. 

The need to improve efficiency and cut 
losses aside, there is common agreement 
that the state should continue to run the 
bulk of utilities, infrastructure, public 
transport and some finance-related agen- 
cies, among others. Any notion of 
privatising them is not only wishful think- 
ing —some major utilities such as in elec- 
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tricity require colossal capital investment, 


beyond the private sector’s reach — but is: 


also not feasible politically in view of the 
social and security implications. 
However, the consensus among 
policymakers and academics points to the 
need to disband at least a dozen or so 
manufacturing concerns, particularly 
those set upin the 1950s and 1960s produc- 
ing such things as textiles, glass, leather 
and preserved foods. Their roles as 
catalysts to spur private industry were out- 
grown long ago. Today they have no com- 
petitive edge in comparison to the much 
larger and immensely more sophisticated 


private industries which mushroomed. 


during the past 20 years. Yet, only four en- 
terprises have been closed down or sold 
off to the private sector in recent years and 
then only after lengthy labour disputes in 
at least one case. 

The need for reform appears to have 
taken on added urgency in the past two 
years in the wake of Thailand’s growing 
fiscal and budgetary constraints. Amid 
substantial revenue shortfalls as a result of 
recession, the budgetary deficit for fiscal 
1982 (ended last September) is unoffi- 
cially reckoned to have topped Baht 37 
billion, against the originally projected 
Baht 21 billion. Although latest figures 
are unavailable, the projected Baht 26 bil- 
lion deficit in the current fiscal year’s 
budget is expected to widen in the absence 
of early economic recovery. 

Fiscal constraints have forced the gov- 
ernment to focus its attention on how to 
scale down subsidies for the money-losing 
enterprises. As part of the conditions at- 
tached to the first US$150 million struc- 
tural-adjustment loan (SAL) from the 
World Bank (REVIEW, Mar. 24) obtained 
in early 1982, the government decided late 
last year to raise prices charged by five 
major utilities — the Bangkok bus and 
nationwide train services, telephone ser- 
vices and Bangkok and provincial water 
rates. All have been operating at a heavy 
loss. Many analysts view the SAL condi- 
tionality as a significant factor pushing the 
government into a decision even though it 


might already have been contemplating. 


action. 

That decision, however, was aborted — 
at least temporarily. A spate of student 
and labour protests over last November's 
Bangkok bus-fare increase brought all 
other planned price reforms to an abrupt 
halt (REVIEW, Dec. 3, '82). With a general 


election now scheduled for April 18, the 
caretaker government of Prime Minister 
Prem Tinsulanond has apparently opted 
to leave the politically contentious issue 
for the new administration. 

Despite this, and in view of the govern- 
ment's serious intentions with regard to 
utility-price reform — plus its success in 
initiating reforms in other less controver- 
sial areas — the World Bank has tenta- 
tively approved a second US$175 million 
SAL. 


he bus-fare protests reflect an impor- 

tant aspect of politically motivated op- 
position against reform. Although the pro- 
posed fare increase was small, the protes- 
tors seemed to win popular support by 
spearheading their campaigns around the 
issue of inefficiency. The bus company's 
current director Mrs Vimol Siripaiboon is 
by no means a professional manager. A 
famed novelist turned rightwing activist, 
she was allegedly appointed to the post 
through her political connections. But 
problems at the BMTA were deep-rooted 
long before her arrival. Inefficiency, ag- 
gravated by the inability to adjust fares in 
line with rising energy and other operating 
costs, resulted in an accumulated Baht 3.5 
billion loss at the end of 1982 after seven 
years of operations. 

Overstaffed like most other state enter- 
prises, the bus company now employs 
some 23,000 workers, about 10% of whom 
are literally idle. Rigid regulations make it 
difficult to transfer or dismiss them. 


Fed up with the cost of London hotels? 
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home are the perfect alternative. Prices from £525 per week. For the 
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Reservations: Miss Linda Coulthard, Draycott House, 


Draycott Avenue, London SW3 2SA. 
Telephone: 01-584 4659 Telex: 916266 
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Political constraints on price adjust- 
ment also reflect poorly on the results of 
several other utility concerns — particu- 
larly the SRT and the metropolitan and 
provincial waterworks authorities. The 
latter two, responsible for providing tap 
water, are considered outrageous exam- 
ples. When Sarit took power more than 20 
years ago he ordered water rates to be cut 
from Baht 9.50 to Baht 2 рет си. т. as part 
of his campaign to help the poor, The rates 
remain unchanged today. In up-country 
provinces, where government waterworks 
systems are unavailable, private water 
traders charge Baht 50 per cu. m., or 25 
times more. 

Whether following the April 18 general 
election, the government will succeed in 
instituting utility-price reforms remains to 
be seen. But the need to improve effi- 
ciency as another way of reducing losses 
remains equally urgent. It is also no less 
easy. State enterprises come under the 
jurisdiction of at least five government 
agencies. These are the Finance Ministry, 
which performs most of the regulatory 
role, the National Economic and Social 
Development Board, the Budget Bureau, 
the Office of the Auditor-General and re- 
spective ministries. 

The resulting lack of coordination has 
prompted much discussion of the need to 
establish an authoritative central body 
either to supervise the activities of the five 
agencies or to coordinate them under one 
roof. The broad proposal has already been 
approved in principle by the cabinet. A 
sub-committee under the national ad- 
ministrative reform committee headed by 
Prem was in the process of submitting de- 
tails of the proposed body for final cabinet 
endorsement. But because of the govern- 
ment's caretaker status the issue is likely 
to be deferred for the post-election re- 
gime, resulting in further delay. 

Other problems include complicated 
procurement regulations. These require 
any new investment, be it the purchase of 
a small water pipe or an expensive jet- 
liner, to go through nine procedural steps 
— similar to the bureaucratic system. Al- 
though they are able to issue their own 
regulations, most enterprises seem to feel 
more comfortable following these 
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A modei of efficiency 
is pushing to put 95% s of the country on line 


Bangkok: Multilateral lending agencies 
such as-the World Bank and the Asian 
Development Bank have classified the 
Electricity Generating Authority of Thai- 
land (Egat) as one of their few triple-A 
borrowers worldwide. This is not simply 
because it manages to pay its debts on 
time: the favourable rating is given more 
on the grounds of successful management 
and efficient operations. 

Having performed the. economically 
crucial function. of Thailand's electricity 
generator and wholesaler for more than 20 
years, Egat has emerged as one of a hand- 
ful of well-managed, efficient and far- 
sighted state-run corporations. Through 
its two- affiliated: organisations, — the 
metropolitan and provincial electricity au- 
thorities, which are responsible for retail 
services in and outside Bangkok respec- 
tively — Egat now supplies power to more 


: than 60% of the country. By the end ofthe 
"current five-year plan (1982-86), the offi- 
cial target calls for 95% of all rural settle- 
“ments to be electrified. - 


- Largest of all the state enterprises in 
erms of assets (Baht 48.1 billion [US$2.1 
billion] at the end of 1981), Egat's success 
can be attributed to. зи team 
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eral manager Kasame Chatikavani 
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by politically motivated opposition, Egat 
appears to have su — despite 
much criticism — in periodically increas- 
ing prices to meet rising energy and 
operating costs. 

The emphasis on placing economics 
above politics — thus ensuring the organi- 
sation's survival as well as permitting its 
expansion — has been endorsed by the 
World Bank. There are reasons to suspect 
that the World Bank model was inherited: 
the organisation was originally created 
more than two decades ago to build the 
Bhumibol Dam in northern Thailand — a 
project financed by the bank. 


E des last major power-rate increase (for 
medium- and large-scale users) in April 
1981 triggered off a spate of criticism, par- 
ticularly from business and industrial 
operators who claimed that the increases, 
averaging 50% or more depending on con- 
sumption, boosted their production costs 


Thai gas rig: problems for the power people. 


and threatened to undermine the interna- 
tional competitiveness of Thai products. 

Egat has since lowered its rates four 
times. The first three (minor) cuts were 
solely for non-business consumers but the 
last series, effective on April 1, which 
came in the wake of declining oil prices, 
also covered business and industrial con- 
sumers. 

Egat swung around from a Baht 367 mil- 
lion loss in 1980 to profits of Baht 2.5 bil- 
lion and Baht 3.7 billion in 1981 and 1982 
respectively. The 1982 profit, represent- 
ing an 8.8% return on investment (before 
interest payments), marks the first time 
the organisation has managed to meet the 
World Bank's minimum 8% return re- 
quirement. The rate was 6.8% in 1981 and 
less in earlier years. 

The World Bank, which used to be the 
authority's biggest source of funds, now 
suffers from its own resource constraints 
and accounts for roughly 20% of Egat's 
total Baht 31.7 billion foreign debts (at the 
end of 1982), with foreign loan syndica- 
tions constituting nearly 40%. The organi- 
sation now has an additional Baht 10 bil- 
lion in committed but undisbursed loans. 
Domesticborrowings,meanwhile,amount 
to a meagre Baht 1.9 billion. 

Despite Egat’s reputation for long-term 
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planning, not all pore have been run- 


ning smoothly. Having invested some 
Baht 15 billion in the construction of two 
huge electricity plants south of Bangkok 
designed to use locally available natural 
gas, the authority is now caught in an awk- 
ward situation in view of substantial gas- 
supply shortfalls. 

Against design capacity to take up to 
400 million cu. ft of gas a day, total gas 
production, all of which is made available 
to Egat, has averaged only around 120 
million cu. ft daily in 1982 and this year, 
less than half the government's contracted 
volume (supplied by American conces- 
sionaire Union Oil). 

The organisation had intended to de- 
ploy the savings from gas (about 15% on a 
fuel-to-fuel basis compared with bunker 
oil) to over-compensate for the two plants' 
costs. As Kasame has now conceded: “If 
we had foreseen the [gas shortage] prob- 
lems, we would not have built them this 
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big. This is why we are now going all out 
for lignite, on which we have direct con- 
trol starting from the mines [in north Thai- 
land] .. .” 

Following the first global energy crisis 
in the early 1970s, Egat embarked on a 
long-term programme to diversify fuel 
sources away from bunker oil. If diversifi- 
cation had proceeded as envisaged, 
bunker oil, which accounted for about 65- 
75% of total fuel requirements for elec- 
tricity generation in the late 1970s, would 
have been scaled down to only 25% this 
year. And the originally projected 220 
million cu. ft a day gas consumption in 
1983 would have accounted for 46%. 

With the gas shortfall, however, the 
breakdown is 45% for oil and 26% for gas. 
While hydroelectric power will gradually . 
rise from the present 16% share to around 
20%, the share of lignite will jump from 
the present 9% to 20% by 1986. 

Egat is likely to continue its long-stand- 
ing practice of indirectly subsidising poor 
and small-scale users — particularly in the 
countryside — by charging more to 
medium- and larger-scale consumers. The 
Baht 0.85 per-unit rate for those using less 
than 50 units has been in force nationwide 
for the past 10 years. 

— PAISAL SRICHARATCHANYA 
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TECHNOLOGY 


The bite of 
the Apple 


The American computer firm 
steps up its battle 
against Asian pirates 


By Mary Lee 

Hongkong: The American microcompu- 
ter firm, Apple Computer Inc., is consid- 
ering setting up a full assembly plant in 
Southeast Asia or Hongkong to take ad- 
vantage of the burgeoning regional mar- 
ket. Albert Eisenstat, Apple vice-presi- 
dent and general counsel, said Apple’s 
main plants in Dallas, Texas, and Ireland 
needed additional capacity. He agreed 
that a Hongkong manufacturing facility 
could also destroy what he called “the cut- 
throat counterfeiters” at their own game. 

Pirated Apple computers outnumber 
the real product in Hongkong, he said, es- 
timating monthly sales of fakes at 2,000. 
The territory is the largest retail outlet in 
the region for counterfeit Apples, most of 
which are manufactured in Taiwan. 

However, Apple's legal machinery is 
now in gear, and action has been taken re- 
cently against 21 firms for patent infringe- 
ments on hardware — all operating from 
one shopping centre in Shamshuipo, Kow- 
loon — bringing total suits so far to 28. 
Meanwhile, the Hongkong authorities 
have charged up to 20 others with pirating, 
mostly of Apple manuals. 

The manuals are needed to operate the 
fakes, which sell under such names as 
Pineapples, Oranges or Bananas at a fifth 
of the price of the original. Eisenstat 
maintains that the clampdown by the au- 
thorities has made getting an Apple manu- 
al very difficult. The concerted action will 
make the pirates more circumspect about 
what they sell in future, he said. 

Moreover, Apple's successful appeal 
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Now that you're working or living in the 


Far East you have the freedom to invest on a 


worldwide basis while normally paying less 
tax. So why does Save & Prosper Inter- 
national now believe that you should invest 
in the UK through the UK Growth Fund? 
Quite simply, in our opinion, the pro- 
spects for the UK stock market appear 
attractive. The Government has tackled the 
problem of wage inflation with a new deter- 
mination. The realities of international 
competition are now widely appreciated 
Productivity is once again rising in many 
sectors, and already the UK stock market 
has begun to reflect these positive factors 


SAVE & PROSPER UK GROWTH FUND 


This Fund aims to provide a portfolio 
invested in shares of UK companies which 
are selected for their growth potential. It is 
the managers’ intention to concentrate on 
sectors which, in their opinion, offer 
prospects of significant long-term growth 
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The fund has performed well over varying periods 








1 Year* 5 Years* 
UK Growth Fund +49.9% — 198.495 
FT All-Share Index +26.1% + 97.196 


*To 1/4/83 
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which had ruled that the com 
registered in Taiwan and thus could not 








ompany 
sue two companies for copyright infringe- 


` ment, meant it could now proceed to take 


legal action against a major source of 
counterfeits. “That’s where we most want 
to succeed," Eisenstat said. Meanwhile, 
similar legal action taken in Singapore had 
resulted in the closure of 12 companies, he 


said. 

Why did it take Apple until July 1982 to 
bring its first legal action? Eisenstat said: 
*We didn't know the extent of the prob- 
lem before. Besides, most of the Apple H 


| newer models 


enhanced) have more custom electric 
components which will be harder to copy, 
he added. 

The company is also examining whether 
its main competitor in Hongkong — the 
Medfly computer, manufactured by its 
former distributor, Delta Communica- 
tions — has infringed Apple copyright. “If 
someone could invent a home computer 
that did not infringe Apple software, that 
did not copy our manuals, and did not take 
advantage of the hardware patents, and 
the machine was able to run all Apple 


( e e is for: 


claim. \ not believe, based on what - 
we know right now, that that's what Medfly 
has been able to do. We've obtained a 
Medfly and are examining it.” 

However, a Medfly executive said: 
“Apple bought a unit more than a year 
ago. If there was any violation, they would 
have made some noises by now. In any 
case, the Apple Ile has some style of cir- 
cuitry for 80 columns [of characters on a 
screen] similar to the Basis 108 [the 
Medfly’s counterpart in the United 
States], which was out before the Пе, so 
who's copying who?" 


ECONOMIC MONITOR НИ SRI LANKA 


First glimpse of recovery 


Colombo: Winding up the 1983 budget 
debate in parliament on April 5, Finance 
Minister Ronnie de Mel declared that he 
was neither a prophet nor a soothsayer, 
but he could say that there were some faint 
signs of an economic recovery for Sri 


nka. 

World inflation had been easing in re- 
cent months, de Mel noted, as had inter- 
national interest rates. Oil prices, which at 
recent high levels had meant oil gulped 
nearly half of Sri Lanka's import bill, had 
turned down. Prices of tea, the country's 
principal export crop, were on the up- 
trend. And rubber prices, long depressed, 
had gained some Rs2 (8.7 US cents) a kg. 
These factors, said de Mel, could produce 
some recovery for Sri Lanka. 

The finance minister, who will be in 
Washington on April 28 and 29 for the 
meeting of the World Bank's develop- 
ment council, will have talks with the In- 
ternational Monetary Fund on an 18- 


- — month standby credit for balance-of-pay- 


` lems remain severe, with 





ments support. The government's March 
8 budget imposed several price increases 
on an already overburdened population 


` which will hurt the ruling party at 18 by- 


elections for vacancies in the 168-member 
parliament in late May (REVIEW, Mar. 
24 


). 

The possibility of the IMF seeking 
further corrective fiscal-policy measures 
in return for the needed credit is not dis- 
counted here and the outspoken de Mel 
said recently: "Should the IMF make 
further demands, which in our opinion 
would be politically unsound, I may well 
be compelled to come back and introduce 
a more restrictive policy." 

Sri Lanka's balance-of-payments prob- 
e country mov- 
ing from a current-account surplus of 70 
million special drawing rights, or SDRs 
(US$75.6 million), in 1977 when the pre- 
sent government was elected, to an esti- 
mated deficit of SDRs 618 million in 1982, 
which was in turn up from the SDRs 511 
million deficit in 1981. Import costs are 
running at more than twice export earn- 
ings and a trade deficit of SDRs 848 mil- 
lion has been estimated for 1982. This 


68 `a 


compares with the 1981 deficit of SDRs 
693 million and a modest surplus of SDRs 
29 million in 1977. 

Government economists admit that the 
country’s merchandise trade has de- 
veloped a structural imbalance. While 
drawing attention to the fact that the surge 
in imports over 1977-82 was partly the re- 
sult of a large volume of imports funded by 
foreign aid, it is admitted that exports 
have so far failed to respond sufficiently to 
the government's 
economic liberali- 
sation of 1977. 
The latest indica- 
tors demonstrate 
that in SDR terms 
imports have ex- 
panded more than 
150% since 1977 
while exports have 
grown less than 
40%. 

The 30% decline 
in the country’s 
terms of trade 
since 1977 is not 
the whole explanation for the substantial 
deterioration of the payments balance. 
Large budget deficits compelling heavy 
bank borrowings have been an additional 
cause. The finance minister said 40% of 
the resulting increase in money supply has 
flowed out of the country by way of in- 
creased imports. 


De Mel: no prophecy. 


A provisional study of the national 
accounts just published by the Cen- 
sus Department, though less authoritative 
than the central bank figures which will be 
unavailable until later this year, has com- 
puted 1982 gross domestic product growth 
at 5.3% against the 5.6% increase a year 
earlier. A positive factor has been an infla- 
tion rate down to a relatively low 11% in 
1982 compared to 18.1% the previous 
year. 

The Census Department said its compu- 
tation of the inflation rate is supported by 
the decline in the gross national, product 
deflator which dropped to 11% in 1982 
from 17% the previous year. Central 





bank governor Warnasena Rasaputram 
claimed at a recent: seminar on interest 
rates that inflation on a year-on-year basis 
was now below 5%. 

Although the government stresses that 
its tight-money policy will continue, the 
central bank in March reduced its 1496 
base lending rate to commercial banks by 
one percentage point. Concessional rates 
of 12% for favoured exports and 8% for 
small exporters were also reduced by one 
percentage point each. The government 
has also implemented beginning this 
month the central bank's recommenda- 
tion that the National Savings Bank one- 
year fixed-deposit rate be reduced from 
20% to 18%, which is likely to encourage 
commercial banks and finance companies 
to cut their own rates. 

The central bank completed a phased 
devaluation in January-February by de- 
preciating the Sri Lanka rupee against the 
international currencies to which it is tied 
in a weighted basket by a “crawling peg" 
exercise. The value of the rupee was re- 
duced by 7.6% against the US dollar from 
Rs 21.37:US$1 in mid-January, to Rs 23a 
month later. Wild speculation in the Co- 
lombo money markets as soon as this 
gradual devaluation was under way forced 
the central bank to complete the exercise 
faster than intended by devaluing by as 
much as R 1 in a single day. 

Financial circles here believe the IMF 
would like the dollar to be priced at Rs 25 
and there is speculation that the govern- 
ment may further depreciate the rupee 
later this year. The devaluation has helped 
primary-product prices which, it is hoped, 
will provide a damper on imports. 

There has been a marginal decline in 
production of tea, the major crop, in 
January-February this year with output 
down to 24.7 million kgs against the 25.8 
million of the corresponding period in 
1982. Total tea production in 1982 was 
down to 188 million kgs from 210 million 
kgs in 1981. Rubber production gained 
marginally from 124 to 125 million kgs in 
1982 while coconut production was up 
from 2.3 billion to 2.5 billion nuts. An all- 
time record paddy (unhusked rice) crop of 
about 115 million bushels is expected this 
year with the first crop nów being har- 
vested expected to reach 76 million 
bushels. — MANIK de SILVA 
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WE'RE HELPING MAN 
REACH FURTHER 
AND FURTHER. 





W 


New roads. New dams. 
New industries, homes, 
and cities. In almost every 
field of construction, 
Komatsu builds the equip- 
ment it takes to get the job 
done. Even if it means building 
equipment that’s never been 
built before. 
Like the world’s first 
amphibious bulldozer. And the 
world’s first remote-controlled 
seabed robot. 
Both of these Komatsu 
innovations have helped man 
achieve more than ever before. 
And they're typical of 
Komatsu’s commitment to 
meeting the needs of builders 
the world over. 
In fact, as a total equipment 
manufacturer, we've for years 
offered builders a complete 
line-up of bulldozers, 
dumptrucks, and wheel-loaders. 
And now, we even have a wide 
range of hydraulic excavators 
that lets builders tailor the size 
of their machine to the size of 
their job. 
So when you want to reach 
further, dig deeper, or explore 
the unexplored, remember the 
name Komatsu. We build the 
equipment that builds a better 
world. 
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ete KOMATSU 


Komatsu offices: Tokyo, Singapore. Jakarta. Manila. Bangkok 
Bangalore. Karachi, Beijing, Sydney. Istanbul, Cairo, Alger. Dubai 
Tehran, Baghdad. Jeddah. Riyadh, Damman, Nairobi, Abidjan 
Niamey, Lagos. Johannesburg, Moscow. Warsaw. Brussels. Paris 
Madnd. Frankfurt. Stuttgart, London, Habana. Buenos Aires, Panama 
Caracas. Lima, Sào Paulo, Bogota. Mexico City. San Francisco 
Oakland. Philadelphia. Detroit, Dallas. Atlanta. Chicago. Toronto 
Vancouver. and distributors in over 100 countries around the world 
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OMAD Missionmaster 

has taken a legend and put 
wings to it.The result is a military 
STOL aircraft of extraordinary 
versatility. 

The Missionmaster can be 
used to transport up to twelve 
fully-kitted men and is eminently 
suitable for para-dropping. 

Or it can be quickly 
converted to a stores transport. 

While its unsurpassed visibility 
makes it a natural for battlefield 
surveillance or patrol missions. 

And Missionmaster’s STOL 


capabilities are perfectly suited 
to short or unprepared airfields. 
And as the jeep would accept 
alternative powerplants, similarly, 
Missionmaster’s G.M. Allison 
engines are compatible with those 
of Bell and Hughes or M.B.B. 
helicopters. 
Missionmaster comes with full 


Sky Jeep? 


For further information on 
Nomad Missionmaster, write to: 
Nomad Marketing Group, 

226 Lorimer Street, 

Port Melbourne. Vic. 3207 
AUSTRALIA. Telex: DEPRODY 
AA 30252. 


technical and spare-parts back- ^»... 


Missionmaster. We took 
a legend and put wings to it. 


MSSIONMAST ER 
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THE STATE OF BAHRAIN 
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new strengths un syndicated financing 


(¢ 


Since the foundation of GIB, the Bank 
has been evolving rapidly as a leader 
in many fields of international banking ~ 
one of the most significant being that 
of syndicated lending. 

In the years 1981 and 1982, GIB lead 
managed or co-managed syndications 
totalling US$37 billion, for a list of clients 
that -quite literally- spanned the world. 

Today, GIB consistently appears in the 





Gulf International Bank asc 


G Bcyrovides n 


top 30 banks engaged in this market 
demonstrating the ability to meet the 
growing challenge of providing medium- 
term finance in an evolving world. 

This is just one of the comprehensive 
range of commercial and merchant 
banking services through which GIB 
provides solutions whatever the 
problem. 


Plant and production line photographs: SIDALM, Italy 


Gulf International Bank B.S.C. 


Bahrain: Al-Dowali Building, King Faisal Highway, P.O. Box 1017, Manama, Bahrain 
London: 2-6 Cannon Street, London EC4M 6XP 
New York: 499 Park Avenue, New York, NY 10022 
Singapore: Unit 1101-1106, Shell Tower, 50 Raffles Place, Singapore 0104 
Cayman: c/o 499 Park Avenue, New York, NY 10022 


GIB- The International Bank. of the Seven Gulf States 


ө IN early December 1982, as Tokyo’s 
"Nikkei-Dow Jones Average reached a 
historical high of 8,020.53, Shroff 
| pointed out that there was little connec- 

‘tion between. economic © indicators, 
which were negative, and the üpward 
„Surge of share prices. In particular, cor- 
porate results appeared to be on à slide. 
“The market then turned downwards for 
three weeks until the: start of 


ince then the index has continued 

limb.. It registered another historical 

h of 8,485.82 on April 4 before clos- 

ing at 8,475.19 on April 11. Week by 

week there have. been different themes 

ог stories which have fuelled the market 
.. ^ the joint setting up of a high-technol- 
ogy fund by Nomura Securities Co. with 
overseas investment. houses, lower oil 
prices, the. government's new. fiscal- 
stimulation programme, a fashionable 
interest. in hidden assets, renewed. in- 
: pharmaceuticals, even a rumour 


Didot these frenetic swings inin- | 


housing starts, a roughly 5.5 % gain in 
vehicle sales in the January-March 
period year-on-year, and. continued 


growth in the office-automation indus- | 


try. Good weather may also generate a 
burst of consumer spending in seasonal 
products such. as apparel and air-con- 
ditioners, 

Do these items; along with others such 
as lower oil prices, indicate the. coming 
of economic recovery, or better yet a 
boom in corporate profits? Or will there 
be. another long period of sluggish 
growth of about 3.5%? Many. other 


.countries would not be unhappy with 


this performance, given a population 
growth-rate as. low as Japan's, but the 
Ministry of International Trade and In- 
dustry (Miti) for one would like to see a 
5% growth rate this decade. . 

The economy is currently- moving 
ahead in selected sectors such as electri- 
cal. machinery and precision  instru- 


ments, both of which showed Bains in 


.vestor interest — or more precisely, | | 


broker interest — in recent. weeks has 
been’ attention on what may prove the 
„harbingers of an economic recovery. 
_The tone was apparently set by sections 
,, 0f the Japanese financial -press when 
they began spotlighting signs of a bot- 


г |. toming-out in certain export sectors and 


lin the domestic precision parts and 
machine tools industries. 


The good news included "growing in- | 


for steel products from overseas 

a pickup in exports to Iran. 

hine-tool makers Mori, Seiki and 
апис, in particular, reported solid gains 
in orders, though available figures show 
the machine-tool industry as a whole is 

. Still experiencing declines. Certain parts 
:suppliers such as Alps also registered an 
increase in orders. 

There was also emphasis on the “half- 
full" rather than the ^half-empty" side of 
videotape-recorders. (VTRs) sales of 
which .were “reported to have re- 
bounded," according to one press re- 
` port. Unit sales of VTRs did rise by an 
estimated 19.895 year-on-year, while 
unit exports were up by 18.7% in the 
same month (January). The only trouble 
was that the yen value of both measures 
declined owing to price cuts — sales by 
0.776 and exports by 5.2%. On balance, 
the price cuts did produce one highly 
favourable result, namely lower inven- 
tory... 

.;5 In. another context, however, there 
might not have been so bullish a reaction 
based on such slim evidence, for exam- 

¿ple on VTRs. Other minor encouraging 


cently included a big jump in 


production: | in the боа Беыш у a 
period against a backgrourid of generally | 
falling industrial production. The-qués-:; 





been. aggressive Шау, 
гоа the market, p 


| a the ee gains 


to give them an indirect: 
commending Japanese stocks. 
are busy “sighting swallows, " 
gers of geet) and this 


that will ook the nto th 
high 8,000s during the next ew months 
R quite some time the 
d has been on th b k 


tion is how basic industries will perform | bee 


in the absence of a general worldwide ге | 


covery. Probably they will not do badly, 
with a little help from Miti and its indus- 
trial policies. 

There are also decent prospects of a 
substantial increase in the profits of the 
manufacturing sector.as a whole, if only 
because earnings were so dismal in both 
halves. of the. previous financial year. 
Nomura Securities has just. predicted 
that corporate profits as a whole will rise 
21.6% in the second half of the current 
financial year ending March 31, 1984, 
following а 3.4% decline in the first half. 
The currently (demanding): average 
price/earnings ratio of 27 for stocks in 
the Nikkei-Dow. Jones Average (and 
average yield of 1.44%) have to be view- 
ed against such projections. 


In this last run of the index to almost 
the 8,500 level, арад brokers have 





‘eral Reserve will make the mov 


BoJ does not care to be a party: 
another gaping interest-rate differential 
and a repeat of last year's flood of 

to the US, causing a violent decline 
the yen. 

But in Japan, short-term rates. may. 
ready be, edging down, with or. wit! 
central-bank leadership, though lon 
term rates will remain more yvulner: 
to bureaucratic decision. If the U 
count-rate rise does not materialise — o; 
if the yen can stand a fractionally greate 
interest-rate differential, as seems likely - 
— it may be that the yen will soon a 


: upwards, perhaps to the 230-23. 
. range. This will reflect Japan's stronge: 


economy compared with that of th 
and ali that this implies for i 


` ness of the yen — and for the pi 


Yen-denominated securi 





: "Manila ‘bails itself out 


.. Having come to the aid of so many troubled e 
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. the Philippine Government now seeks fresh funds 


.. By Guy Sacerdoti 
. Manila: The Philippine Government has 
_ launched a scheme to generate extra- 
budgetary funds for priority government 
... investments while at the same time trying 
-~ to defuse criticism that it has taken too 
much control of private-sector firms. An- 
= nounced on April 5, the National Deve- 
— . lopment Fund (NDF) is aimed at small in- 

vestors. 
` Tt derives from an executive order 
- signed by President Ferdinand Marcos last 
. November 5 ordering the creation of the 
fund so that the government could *trans- 
. fer to the private sector its investments" 
(concerns taken over recently or created 
under presidential decree) and to allow 
_ the government's National Development 
n es (NDC) to generate additional funds. 
_ The NDC, under the tutelage of Trade 
. and Industry Minister Roberto Ongpin, is 
. а vast, government-owned conglomerate 
` in industry, mining and plantations which 
| owns or controls numerous so-called dis- 
| tressed firms taken over from reputed pri- 
vate-sector “cronies” of Marcos, as well as 
large amounts of equity in government 
priority projects. 

Its major acquisitions include the re- 
= cently announced government takeover of 
. Marcos associate Rodolfo Cuenca's mam- 

moth Construction and Development 
Corp. of the Philippines (REVIEW, Mar. 
24); the absorption of 13 debt-ridden firms 
of Marcos’ friend Herminio Disini 





BUDGETS 
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. By Andrew Tanzer 

Taipei: Taiwan's budget for fiscal 1984 
— (beginning July 1), under examination in 
. the Legislative Yuan, shows that the gov- 
 ernment is being forced to accommodate 
itself to the economic realities of the 
. 1980s. The proposed budget calls for the 
—— first cut in government spending in the is- 
land's history, with outlays to fall 4.3% 
from fiscal 1983 to NT$323.6 billion 
(US$8.1 billion). 

This austerity is made necessary by à 
projected NT$27.9 billion (12:996) de- 
cline in tax revenues owing to sluggish 
economic growth. Despite cuts in expen- 
diture, the budget will carry a record de- 
ficit of NT$34 billion, up 30% over that of 
the current year. 

During the booming 1960s and 1970s, 
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(REVIEW, May 14, '82), a stake in a con- 
troversial oil-palm plantation in Min- 
danao — NDC-Guthrie Plantations Inc. 
(REVIEW, Nov. 19, '82) — plus a major 
slab of government equity in most of the 
planned 11 major industrial projects 
(REVIEW, Sept. 3, '82). 

The new fund offers individual inves- 
tors a total, initially, of 100,000 1,000 
(US$102) par-value certificates which the 
government says will have a “minimum 
expected yield" of 12% after taxes. Capi- 
tal appreciation of the certificates, based 
on the twice-yearly determined net asset 
value of NDF investments, will be recog- 
nised in bonus certificates or through 
higher yields on existing certificates, ac- 
cording to the government's prospectus. 
The NDC will manage the fund. 

Whether the NDC will be able to pro- 
duce a 12% net yield is open to question. 
The prospectus says the yield should not 
be construed as either an entitlement or a 
guarantee of return on investment, but it 
says it is the NDC's "intention and reason- 
able expectation that such a yield can and 
will actually be paid." 

The fund allows the NDC to do virtually 
anything it wants with investors' capital. 
Aside from security and stock purchases, 
the NDC can use the fund for direct equity 
investments and can lend to corporations. 
It can use funds to finance its subsidiaries, 
but emphasises that NDF money will not 


 Taiwan's fiscal caution 


Falling receipts force the government to 
slash its spending for the first time 


budget-making was a relatively easy task. 
Economic growth, which averaged nearly 
10% a year during these two decades, was 
almost always higher than projected and 
produced budget surpluses in every year 
from 1964-80. This decade the situation is 
the reverse, with economic-growth fore- 
casts proving overly optimistic and re- 
venues lower than projected. Real gross 
national product growth in 1982, for in- 
stance, was 3.7696, just half of the 
targeted 7.5%. 

The slower-than-expected economic 
growth has made tax receipts embarras- 
singly low in fiscal 1983. Finance Ministry 
officials told the REVIEW that revised esti- 
mates show revenue at NT$312 billion (in- 
cluding NT$26 billion of deficit financing 








Marcos: order signed. 


be used in the NDC’s various bail-out ac- 
tivities. It is likely that the NDC will ini- 
tially place the vast majority of the hoped- 
for P100 million into government-held 
corporate equity, primarily in NDC sub- 
sidiaries. 


here are two good reasons for doing 

this. First, the government has come 
under pressure from the International 
Monetary Fund to reduce the huge 
tranches of budgetary funds Manila has 
pumped into government corporate 
equity. The 1982 level is expected to be re- 
duced by more than half this year. And 
while the P100 million initial NDF offer- 
ing will hardly dent the targeted P5 billion 
reduction in new government corporate 
equity for 1983, its success could begin to 
move the NDC out of the beggar's queue 
for the almost annual new government 





BALANCE OF PAYMENTS 1982 
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‚ Services income 

Merchandise exports (fob) 

Merchandise imports (fob) | (18,051 
Unrequited transfers (209 
Direct investment & other 

long-term capital 
Short-term capital 
Net errors & omissions 
Counterpart items 

(monetisation- 
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Change e in net beoe assets off 
the banking system (2,590) 
Source: Central Bank. 


contained in the original budget) for the 
year — NT$26.3 billion or nearly 8% 
below target. The new estimates predict 
that tariff revenue will be 20% below 
target, commodity-tax receipts down 18% 
and income tax 8% down. 

The government's response to the 
shortfall has been to slash current spend- 
ing by NT$13.2 billion. This was achieved 
by cutting budgets of most government 
agencies by 10%. Finance officials said 
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The NDC-Guthrie plantation: controversial stake. 


funding these corporations need. The 
NDC hopes this will be just the first of 
numerous offerings. 

The second reason is that the fund rules 
allow the NDC enough leeway to use 
other liquid assets, if need be, to finance 
NDF yields or certificate redemption. For 
example, in the case of securities invest- 
ments without a ready market, the NDC 
will buy the securities from the NDF or at 
least finance the fund’s securities portfolio 
to boost NDF liquidity. 

Should any NDF investments fall seri- 
ously below their acquisition cost in terms 
of net asset value, the NDC has said it will 
“purchase” them. And a slower-perform- 
ing NDF investment could in effect simply 
be substituted by another NDC operation 
whose return on investment meets.the ex- 
pected 12% yield. 

The actual projects the funds may be 


they are still unde- 
cided as to how to 
make up the remain- 
ing NT$13.1 billion of 
the new deficit, but 
stress that it will be by 
cutting outlays rather 


than more deficit Economic. 
i ial welfare 
financing. Debt servicing 
In the context of 
Taiwan’s conserva- Others 


tive fiscal and finan- 
cial managëment, al- 
lowing the deficit to 


- 






swell to NT$34 billion 

(or about 2% of Fees & fines 

GNP) in fiscal 1984 is Land sales 
Construction bonds 


a liberal policy. With 
the experience of 
hyper-inflation on the 
mainland in the 1940s 
still weighing heavily 
on memories, the 
Kuomintang government is allergic to 
budget deficits. Not surprisingly, the gov- 
ernment is choosing a non-inflationary 
route to bridge the gap, rather than print- 
ing more money or borrowing abroad. 
The budget provides for NT$25 billion of 
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Subsidies to provincial & municipal governments 


Income from Tobacco & Wine Monopoly sales 
Income from state-owned companies 


Drawing on surpluses from past budgets 





Source: Directorate-General of Budget; Accounting and Statistics. 





used for vary from the government's cop- 
per smelter, ready. to come on stream 
within the next few months, to the oil- 
palm plantation in Mindanao. The NDC is 
exempt from the Philippine Constitution's 
limitations on land holding, so its presi- 
dentially decreed preferential rights over 
logged-out land could make other agricul- 
tural projects grist for the NDF invest- 
ment mill. : ~ 

The stickier question concerning the 
NDF, however, relates to the govern- 
ments trend, particularly | through 
Ongpin’s Industry. Ministry, the Board of 
Investments and the NDC, to move in- 
creasingly into traditional private-sector 
activities. Aside from the bail-out opera- 
tions which the. government claims аге, 
necessary to protect jobs, mismanaged 
but. viable projects and the country's 
image (critics also say to protect former 
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REVENUE AND EXPENDITURE 


wing a А 
ministrative expenses 


Defence/diplomacy 
Education, science & culture 
Economic construction & communications 
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12,227 
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construction-bond sales, with (ће remain-. 
ing NT$9 billion of the shortfall made up 
by drawing on past budget surpluses. 
Some econemists think the goyernment 
is too cautious and advocate expanding 


the deficit to try to pump-prime the slug- 


managers), the government has moved 
into projects which it says are too large for 
the private sector to become inyolved in, 


; financing requirements and long 
Est: 


ón periods. But, the government 
has, said repeatedly, once both the re- 
habilitated-companies and the larger in- 


{дата ventures become profitable, they 


would be sold off to the private sector. 

It is clear that the NDE scheme, if suc- 
cessful, will be used as a means of main- 
taining that the private sector owns these 
NDC operations. They will, however, be 


| controlled still by the government. The 


government is also touting the scheme as 
being aimed at the small. investor, but 
there is nothing in the prospectus limiting 
the amounts any single investor may sub- 
scribe, nor does there seem to be any re- 
striction on the nationality of the investor. 

Repeated attempts by the REVIEW to 


| contact the NDF managers on this point 


met with no response. However, it is clear 
the government hopes the certificates will 
be attractive to some institutional inves- 
tors, particularly insurance companies, 
whose investments in the NDF can qualify 
as a company's admitted assets. 
The.offer will run until October 5, un- 
less it. is fully subscribed before then. 
Aside from government-owned Philip- 
pine National Bank, Development Bank 
of the Philippines and the Land Bank of 
the Philippines acting as agents, the 
NDC's own International Corporate 
Bank (taken over from Disini) is also a 
selling agent. Some 23 other private 
banks, securities dealers and some 
stockbrokers can also sell certificates. The 
paper is redeemable any time at par value 
plus accrued 12% yield, or the latest 
(semi-annual) published figure for the 
fund’s total net asset value per certificate 
plus the accrued 12%, whichever is 
higher. 
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gish economy. One barrier to increasing 
the deficit, says a KMT legislator, is the 
government’s lack of skill — and experi- 
enge’ — іп ate ay E д He argues 
that little effort has been made to make 
these instruments attractive to the public. 
Most are sold to state-owned banks. (Con- 
struction bonds recently issued were for 
seven years and carried a fixed interest 
rate of 10.5%.) 

Economic recession is expected to 
mean lower receipts of all major tax 
categories. , Customs duties show the 
biggest drop, falling from NT$67 billion 
(in the original 1983 budget) to NT$51 bil- 
lion. Once the largest single source of re- 
venue (but overtaken by income taxes in 
recent years), tariffs are expected to ac- 
count for.only 16% of revenue in fiscal 
1984, down from a peak of 2895 in 1974. 

The reduced importance of duties is 
caused byslower growth in imports, which 
declined. 11% by value in 1982, by lower 
tariff rates — the average tariff declined 
from 39% in 1971 to 31% in 1980 — and by 
a temporary 50% reduction in duties on 
some machinery in the past few years. The 
Finance Ministry has also lowered the 
base on which duties are assessed from 
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ity-tax revenue e will fall NT$11- toj 
NT$48 billion. The. only category. of re- 
nue showing a major increase is fees and 
fines, up by 55.8% to NT$18.9 billion. 
is will partly be due to swingeing — 'and 
ntroversial. — increases in fees. for 
pn travel € documents. 








Singapore: Recent айе of corrupt 
practice by foreign bank employees in Sin- 
gapore have revived speculation about the 
troubled relationship between the quasi- 
central bank, the Monetary Authority of 
Singapore (MAS), and the foreign finan- 
cial community. Hints of investigations by 
the MAS of “greasy palms" among loan 





he cost of exit permits, sequined of all 
izens leaving the country, has been. 
intupled from NT$800 to NT$4,000 and 
m of passports doubled. from 
500 to NT$1,000. The government 
» the cee rise in the cost of travel 
its and licences is an attempt to 
v re of the processing costs. 
Asin 1 every year, the expenditure side 
"the ledger is dominated by defence 
ending. Some NT$132.9 billion (41.196 
total expenditures) is budgeted for de- 
and diplomacy (the two are always 
ped together, presumably to mask 
ise military spending), down 7.8% 
scal 1983, But according to many 
ers, including leading opposition 
gislator Kang Ning-hsiang, defence out- 
are also hidden in other categories. 
Social welfare, for example, contains 
oney for the Veterans’ General Hospital. 
d pay to families of military personnel, 
/hile military-education funds are put іп. 
the education, science and culture cate- |- i 2 
2 | ments puzzled 





, First Deputy Prime Minister Goh Keng 
Swee in a discourse on “moral education” 
printed by The Straits Times. 

At that time Goh said the number of 
guilty parties was not clear. Speaking in 
the context of Singapore's higher educa- 
tion, he said: “Obviously if we want to be- 
come a banking centre, and we turn out 
university graduates who are not trustwor- 
thy; then it isn't going to be good for our 
future." He added that those suspected of 
taking bribes are “university graduates 
earning 5$5,000 [US$2,400] a month or 
more, married pem with nice homes . 
Something [has] got to be done about uni- 
versity: graduates hands bribes. That's a 














































































accusation stuck 
the guilty... 
Thenon March 29, : a former manager of 
Banque National de Paris (BNP) was 
charged with accepting bribes totalling 


dget, Outlays for diplomacy are NT$5.1: : оа as well as 
lion. The breakdown for current spend- 
for defence, mostly to support an army | 
‘nore than 500, 000, is about NT$100 bil- | 
lion; and capital spending (arms procure- 
ment and maintenance and military re- 
men and development) about. NTS60 
lion 

Some observers reckon the government | 
being unduly pessimistic with the fiscal 
984 budget, For one thing, the draft was 
awn up before recent oil-price cuts. This 
ould save. government. expenses and 
oat the profits of Chinese Petroleum 
‘orp., the state-run oil monopoly (about 
If of the reduction was passed on to con- 
mers). Premier Sun. Yun-suan, during 
is budget message to the Legislative 
чап, raised the target for real economic 
owth i in fiscal 1984 from 5.72% to 7%. 
luch of the benefit in tax receipts will be 
after the. next fiscal year, however, be- | 













overdr: 
Kris 


facilities to three companies. 








1982. The companies cited in the case 
were Lotus Agencies, Asiaweld Ship- 
building, Aisha Pte. and American Inter- 
national Assurance. Later, Jayaram was 
also charged with obtaining $$10,000 from 
a company which he helped to open an ac- 
count (for the negotiation of letters of cre- 













June 1980. 

In the first week of April, a former clerk 
with: Citibank, Tan Lian Wah, was 
charged with embezzling $$99,324, and in 
the following week was further charged 
with cheating the bank of S$1 million. She 
allegedly twice concocted bogus instruc- 
tions from the Kah Motor Co. and then 
pocketed funds she said the company was 
- withdrawing from the bank. 





ud, | , 
to trengthen. tax collection. Tax evasion 
by individuals and businesses is a national 





pas 

cent. press report, only one in three in- 

me-earners on the island reports his or | cially comment on the court proceedings 

T income. .Under-reporting of income: after numerous attempts to contact them. 

р ; ers, | (A BNP officer to whom the REVIEW v 

countants and architects, in small f rms eferred, had just arrived in Sing, 
i ferre inquiries back tothe за 











‘of the i banking: 

| community, who wonde: the issue 

\ had been droppe ried that with- 

ightly more than 50% of the entire | out further clari e taint of the 


:$$64,800 ү ‘granting or recommending 


aram allegedly committed the. 
offences between May 1980 and October 


dit) and procuring better exchange rates. 
The offence was allegedly committed in | 


Neither the MAS nor BNP would offi- 


982 deposit. 


re-routing in incident, turn up allegation ons of Строп 





| MUN of devs ут This Singapore branch 


officers were first dropped in January by. | 
















;of Citibank politely issued a “no com- 


ment” ‘through one of the executive of- 
ficers: 

Both of the court cases involve the two 
foreign banks most publicly involved in 
the “round-tripping” incident which 


began last year and which had reverbera- . 


tions in the banking community until re- 
cently (REVIEW, Dec. 24, , 82). The MAS, 
after repeated warnings in memos to the 
banks; cracked down on the widespread 
practice by both foreign and local banks of 
evading the MAS reserve requirements of 
26% by shifting Singapore dollar deposits 
to overseas branches before returning 
them to Singapore as "inter-bank depo- 
sits", not subject to the reserve require- 
ments. 


Fn bankers noni that the MAS: 
should not expect banks voluntarily to. 
cease a common practice without a written: 
change in the rules. They also argued that: 
they did not enjoy the cheap access to. 
local-currency deposits which local banks 


with branch networks have. 


More. important; this incident and the 


way it was handled in the local press 
further exacerbated annoyance among 


foreign bankers about what they see as 
over-protection of the 13 local banks. 
Many foreign banks with retail licences 
have tried to no avail to expand their 


"branch or automated teller-machine net- 


wórks (the machines are treated here as 


"full branches), while threatened with 
|. further competition with the coming com- 
‘ mercialisation of the Post Office Savings 
‘Bank, which has 110 branches throughout 


the republic. 

At the time of the round-tripping scan- 
dal, some 20 banks were fined sums of up 
to S$1.2 million. One by one, bank mana- 
gers; whose head offices had been in- 
formed by the MAS of their "mis- 
behaviour," were called onto the carpet. 
Some bluntly told the MAS that their ac- 
tions, had been urged by large Singapore 
institutional clients, many of them with of- 
ficial government connections. One 
banker, whose. bank was not involved, 
said this month: “We lost many potential 
Singapore clients by refusing to partici- 
pate. They threatened to take their busi- 
ness to banks that would round-trip depo- 
sits and they did so." .. 

Some foreign bankers were also left 
with the impression that they were the 
major targets of the MAS and were sur- 
prised to discover later that at least one of 
th leading local banks had been fined. 

id; st scolded. "It's.a relief to 
S was at least fair to that 
ign. banker said. A 
nker also commented Гесрау 














The South China Morning 
Post's blockbuster reference 
book on Hong Kong's top 
people. 

An invaluable reference book. 
A priceless mailing list. 


mE | N HONG KON G шшш 


This comprehensive listing of 
Hong Kong's top people with 
photos has now been updated. 
In compiling the names 
included in this book, the 
editors and researchers 


- selected those figures who are 


leaders in their fields; in 
business, finance, commerce, 
banking, the arts, sport, 
government, the media, the 
professions, manufacturing 
and other spheres. 

Over 1,500 individual names 
and addresses, most of which 
are illustrated by photo- 
graphs, make this a valuable 
reference book and an up- 


market mailing aid. 


WHO’S WHO IN HONG 
KONG is a valuable research 
tool for scholars and jour- 
nalists, both at home and 
abroad, and a handy refer- 
ence book for businessmen 
overseas interested in the 
affairs of the Colony. 


The book also catalogues 
major Government depart- 
ments, Counsuls, Trade Com- 
missioners, Associations, 
Clubs, Societies, and the 
media with a wealth of 
information on the people 
involved in these institutions. 


To: SCMP Publication Division FRO421 
Tong Chong St., Quarry Bay, Hong Kong. 

Yes, | would like to order a copy of Who's Who in Hong Kong. 

| enclose my cheque for $200 (or multiple in event of plural order). Postage of 

surface mail for overseas order is $16/copy. 

Please make a cheque payable to SCMP. 


South China Morning Post 


Kowloon Position in COmpamy aus сые с-нын анс, aptas ero ede dürsinnA Poi Е е Na d 
313 Oceon Centre 


FAR EASTERN ECONOMIC REVIEW e APRIL 21. 1983 





es жаы 


y? 


in the aftermath of the MAS ons: “It | 


wasn't just the foreign banks. Avoiding 
round-tripping | was as hard as avoiding 
sovereign risk.” 

Although the current corruption 
charges appear to be officially unrelated 
to the round-tripping scafidal, banking 
sources here say the two cases cited were 
“stumbled upon” by the officers inves- 
tigating round-tripping. This implies that 
there is no general inquisition going on be- 
hind the scenes. The MAS will obviously 
guard Singapore’s reputation as a strictly 
supervised financial centre, but some 
foreign bankers hope that in doing so, the 
authority will display an even-handed ap- 
proach. 

The MAS has recently shown sensitivity 
to the importance of healing relations with 
foreign banks. One conciliatory move was 
to restore rediscount limits to banks that 
had been involved in round-tripping. A 
second move was to hint that the MAS 
wished to improve relations and com- 
munications with the foreign banking 
community. 
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No helping hand 


The affairs of Nugan Hand will continue to be probed 
despite the lack of cooperation from the CIA and FBI 


By Brian Robins 
Sydney: The recent release of the New 
South Wales Corporate Affairs Commis- 
sion (CAC) report into the affairs of 
Nugan Hand has raised the spectre of 
United States Central Intelligence 
Agency involvement plus the failure of 
either the CIA or the Federal Bureau of 
Investigation to assist in the inquiry, so 
hampering local investigators. The Au- 
stralian merchant bank failed in 1980 
along with its Hongkong deposit-taking 
company, Nugan Hand (Hongkong). 

The CAC report is the seventh interim 
report into the affairs of the failed group. 
In it, the commission requested the setting 


Bitter fruits of ambition 


A major Taiwan food trader is on the brink of сорга 
following ап apple upset апа too-rapid expansion 


By Andrew Tanzer 
Taipei: The We Sheng group, a major 
Taiwan exporter and importer of agricul- 
tural products and its general-trading arm, 
Great International Corp. (GIC) which is 
heavily in debt to local and foreign banks, 
have stopped making payments on more 
than NIS billion (US$50 million) of 
loans. Hsieh Wen-chin, who controls the 
two companies, is expected to unveil a 
proposal before the end of April to at- 
tempt to stave off bankruptcy. Creditors 
are less than optimistic: much of the 
mountain of debt, chiefly comprising 
short-term loans, is tied up in property. 
Bankers are expecting the worst be- 
cause they now believe they have been 
taken for a ride by Hsieh. Many suspect 
the financial statements of both com- 
panies, which showed profits through 
1981 (neither has issued a report før 1982), 
have been spurious for some years. Bank- 
ing sources also say it is a safe guess that 
Hsieh borrowed heavily on the local kerb 
market. The companies’ financial troubles 
first received publicity -last December 
when they stopped repa loans. 
Hsieh's younger brother, rads BET 
president of We Sheng, was picked up at 
the airport by security forces before 


- boarding a flight to the United States. The 


security forces were tipped off by We 
Sheng's kerb-market creditors awaiting 
overdue payments. 

Lenders, particularly foreign banks 
without security on loans, hope the gov- 
ernment, which is embarrassed at the af- 
fair, will step in to support the teetering 
firms. State-owned Farmers Bank of 
China owns 15% of GIC, one of five local 
so-called big trading companies born of a 


78 


n property 


government policy to promote Japanese- 
style general trading houses. Trading 
companies reaching a certain size in terms 
of exports and paid-up capital are given in- 
centives such as lower tax rates and easier 
access to credit. 

Although Farmers Bank sat two repre- 
sentatives on GIC's board of directors, ap- 
parently it did not monitor Hsieh's ac- 
tivities closely. According to one foreign 
banker who lent to the trading company, 
NT$400 million in loans, or twice GIC's 
paid-in capital, was diverted to We Sheng 
after the latter exhausted its lines of cre- 
dit. “One would think that Farmers Bank 
didn't fulfil its duty," he commented. For 
at least the past year, We Sheng appa- 
rently has made a practice of not paying 
GIC for imports such as apples. 

Farmers Bank is also one of the biggest 
creditors, with NT$180 million in loans to 
We Sheng (fully secured on the food-pro- 
cessor's plant) and NT$145 million to 
GIC. Government-owned Land Bank of 
Taiwan, another major local lender, has 
an exposure of NT$150-200 million to We 
Sheng (fully secured on three floors in the 
firm's office building). So, too, does gov- 
ernment-owned Central Trust of China 
(NT$240 million in unsecured loans to 
GIC). The biggest foreign lender by far is 
Bangkok Bank, said by sources to have 
more than US$10 million outstanding to 
the two companies. In all, 27 financial in- 
stitutions, six of them foreign, extended 
loans to the group. 

Hsieh Wen-chin was a rags-to-riches 
businessman with a certain entrepreneu- 
rial flair. He first became prosperous sup- 
plying spring onions to US Armed Forces 


up of a royal commission to inquire into 
the bank's affairs, citing a number of areas 
warranting further investigation: 

» Involvement of the Nugàn Hand or- 
ganisation and/or its executives in drug 
trafficking, arms trafficking or the laun- 
dering, transmission or concealment of 
funds on behalf of clients both within Aus- 
tralia and overseas. 

» Existence of any association with any 
intelligence service and specifically with 
the CIA 

» Possible concealment of deposits at- 
tracted by the Nugan Hand Bank, particu- 
larly in Saudi Arabia. 





Harvesting tomatoes: canning industry squeeze. 


in Okinawa. In 1967 he founded We 
Sheng Foods (and remains its vice-chair- 
man), which grew rapidly into a major ex- 
porter of canned fruit and vegetables. 

He also set up We Sheng Frozen Foods, 
principally to produce frozen pork, then 
expanded into fisheries, animal husban- 
dry, chemicals and property. According to 
figures supplied by a local trust company, 
in 1981 We Sheng Foods, with a paid-in 
capital of NT$100 million, registered sales 
of NT$800 million while We Sheng Frozen 
Foods' turnover was NT$700 million. 
ce established in 1979, was the fourth 

argest local trading Ср "т їп 1982 
ec exports of US$25.1 million. 

But by most accounts it was in apples 
that Hsieh made — and ultimately lost — 
his fortune. Until 1979 the applé market 
was dominated by We Sheng and a hand- 
ful of other distributors and was enor- 
mously lucrative to Hsieh. All apples were 
imported by Central Trust and sold to a 
handful of food companies, including 
Hsieh's, which retailed the fruit. 
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sequently made severa] rec SER for arms, 
The police report contained details re- 
i 88 for the 


Because they we 
came a delicacy and a 
apple fetched NT$70, 1 
that amount repre 
tributors such: as 


wW years by rising 
mpetition from 





made We shoes s frozet pork and canned 
produce uncompetitive i in the: Japanese 
market. Creditors also note that product 
quality has not improved for years. 
Perhaps more th ples, wild expan- 
sion in property. bro lown the com- 
panies. As is now be clear, Hsieh 







сот 
took out short-term loans from banks fór. 


years, ostensibly. for trade-finance. or 
other purposes, to finance long-term in- 
vestment.in property. He built an expen- 
sive 15-storey building in the heart of the 
business district of Taipei оп Nanking E. 
Road where We Sheng and GIC have of- 
fices (We Sheng owns five floors). Hsieh 
was in the middle of putting up a new of- 
fice building nearby when he was hit by a 
liquidity crisis last year. Some sources be- 

. lieve Hsieh has more investments in prop- 
erty in Kaohsiung and Taipei. - 

With property prices falling 20-30% 
over the past two years, it would be impos- 
sible for Hsieh to earn enough money. 
from property sales to pay back all his 
loans. Indeed, loans taken out in recent 

years appear to be largely to pay D back i 





cluding _ machine . guns, . carbin 
.| others. But when, they atter fs 
| further information, the investigators | tai 
ү ч. failed to obtain assistance from the US. 




















weak yen also 





of ammunition add 3,000 weapons, 





forced the CAC in its report to con- 
clude there was no evidence of any CIA 
involvement in the activities of the Nugan 
Hand Bank. However, the CAC criticised 
the FBI for failing to give assistance, not 
even on a confidential or restricted basis, 
though it was known to have detailed in- 
formation covering some bank activities. 
"There has. been much speculation 
about an association between the Central 
Intelligence. Agency and the US and 
Nugan Hand," 
said. "This is not surprising when the 


backgrounds of certain Nugan Hand exe- - 
| cutives appear to have had a common de- . 
‘| nominator: previous involvement in [US] 


defence forces and/or the CIA. Whilst this 


` common denominator cannot be denied, 
| there has been no evidence identified of © 
.actual involvement with the CIA. 


- "That persons formerly of high military 
rank or with intelligence backgrounds 


| тау well have had access to persons cur-. 
‘rently within the CIA appears a reason- 


able inference: whether any business was 
done for or with the CIA is unknown." 
The CAC report specifically mentioned 
five men who were closely associated with 


the CIA and Nugan Hand. They are Wil- | 


liam Colby, Walter McDonald, Neil 


_Evans, Andrew. Wellington Lowe and 
Bernie Houghton. 





Instead -of ordering a separate royal 
commission to investigate the affairs of 


discussions. Please address enquiries to: 





Norfolk House, 
18 High Street & 
Р.О. Box 2143 

Auckland 1 
New Zealand. 







| further headway into 






ifficulties with the ‘US authorities 





the CAC. investigators ' 


‘substantial portion was diverted to Sydi 
“for investing in the Australian money 





NEW ZEALAND MERCHANT BANK K 
SEEKS INVESTMENT PARTNERS . 


A well established, soundly based Merchant Banking and Investment Company : 
wishes to attract partners interested in the funding of trustee land. or 
commercial and industrial investments within New Zealand. 


Shareholding and full representation are envisaged. 


New Zealand offers an economically and politically stable environment 
with attractive investment yields and excellent long term potential. 


. ‘The. Directors will be visiting major Asian cities during May and June. 
of this year and would be pleased to meet prospective investors for personal 


Jackson, Stead & Goippdny Limited 
Stockbrokers and Merchant Bankers- deb 


з — Westpac Banking Corporation, Auckland, New Z 


unlikely, however, that.i 









and Nu 






ission to maj е any progr 
authorities will depend on the p 
brought by the Australian Gove: 
While the. CAC report, was. 
primarily at unravelling many сопу 
nancial transactions which the fz 
organised, the investigation was 
unsuccessful owing to the sudden de: 
Frank Nugan in 1979 and the su 
disappearance of Hand: 
detailed claims of dealings 
fortunes of the late Shah о 
Apart from the various acti’ 
bank in the afficking wo do 



























bank's different arms. ces 
tivities of Nugan Hand oe 







u 
raised from depositors. in Hongkong 







ket in the form of negotiable certifica 
deposit with the ANZ Bank. 

Funded by Nugan Hand (Hongk: 
these certificates were physically he 
Nugan Hand in Sydney which then 
certain of the securities with the ANZ 
the safe-custody account, as securit 














positors with Nugan Hand in Sydn 
the investigators found that the 
Nugan Hand (Hongkong) was тізі 
representatives of the bank in Sydney 
whether there. were other claims 
securities held in Sydney. - 





























Telephones: 32- 857. 31-337 NI 
Telex: JSST NZ21057. INTCOM ` 










































Midland Bank plc, one of Britain's leading Капы | 

groups, has just published its Report and Accounts 
for r1982 and the Annual Statement to Shareholders OP 
ofthe Chairman, Sir Donald Barron: 


e PROFIT BEFORE TAXATION £251,400, 000 

| PROFIT AFTER TAXATION £169,900,000 

RETAINED PROFIT £101 ,000, 000 
ASSETS EXCEED £47,999, 000, 000 








| OVER 4 4, 100 BRANCHES AND OFFICES 


The Group аве 


lidland Bank (Singapore): Limited (Singapore) - 
'Bank Trust Company Limited E 
lidland Bank Trust Corporation (Jersey) Limited | BEES 
- Midland Finance (HK) Limited (Hong Kong) = : 
= Midland Group Insurance Brokers Limited: ы e 
Midland Montagu: Administração E Participações i 
Limitada (Brazil) 

Swit >». Northern Bank Limited (Northern Iretindy 
l nd Bank Canada (Canada) : Samuel Montagu & Co. Limited 
M and Bank France SA (Franco) The Thomas Cook Group Limited: ~ 
Trinkaus & Burkhardt K.G. (West Germany) 


















Trade Investments include: 


‘Aktondaitieric Mercantil SA (Brazil) Euro-Pacific Finance Corporation Limited (Australia). piip ag 
nale de Placement SA (France) | European American Banking Corporation (USA)... 

urt Corporation Limited (Australia) European American Bank & Trust Company. (USA). 
ersa, Entidad de Financiacion SA (Spain) European Asian Bank AG (West Germany) 
rd Oversea Credit Limited (Singapore) European Banking Company (U.K. & Belgium) 

ller Zurmont Bank AG (Switzerland) European Banks’ International Company (EBIC) 
int Credit Card Company Limited (ACCESS) (Belgium) 
ip Mortgage International Bank NV (Netherlands) 
AF Bank Limited 


Copies of the Annual Report and Chairman's Statement can be obtained from: 
А.К, Pearson, Chief Manager, Midland Bank plc, 

3802 Gloucester Tower, 11 Pedder Street, Hong Kong. 

Tel: 5-265335 





. | torily. At year 


mainly be- 
the vital tyre divi- 


оса!” customers, | 


er trade, was de- 

ıs Were. squeezed in 
папаріпр director 
called dumping of im- 
theast Asian region. Pro- 


ports in thé | 
fits from trading 
Поп to M$34 milli 
| million from the sal 
, andaM$2.2 mi 
of associate có 


Slide in pre-tax profits, which were down | 





from M$41.8 million to M$40.4 million. | 


The increase in net income came about | A 


through a drop in the tax charge from 
43% to 38.6%. 

The board recommended an un- 
changed final dividend. to make a total 
distribution for the year of 28.5 M cents 
before tax for each of the company's 100 


million shares, the same overall payout. 4 


asin 1981. i 
Investment group. Pegi Malaysia, 
which had earlier proposed buying par- 
ent company Dunlop Holdings’ 51% 
stake in the company, announced in 
February that it would instead be taking 
over only half the Holdings block. 
; JEFFREY SEGAL 


rently 97% let — Wharf considers itself: | М 
‘| well positioned to take advantage of op- 


portunities that may arise.when the mar- 


| ket improves. Reflecting the steady рег-. 


)..| formance, which was in line with market 


about half the A 

posted for the 19 a 

substantial fall in anm 

cast this year. . 3 
During the quarter, the. gro 

division suffered. a further loss 


million, bringing total losses for the nine - 
months to end-February to A$210 mil- 


lion at the pre-tax stage. Group profita- 
|-- bility, however, is being buoyed by earn- 


. ings from its oil and gas division which - 


earned a profit of A$77 million during 


{ће quarter: Revenue for the three 
| months was: 


$938.7 million. The com- 
| pany also reported a tax provision of 
|: A$28.1 million, depreciation expenses 
‘of A$83.7 million and interest charges of 
| A$27.2 million. — BRIAN ROBINS 


-Wharf ropes in profit 
Hongkong & Kowloon Wharf .& 
|:Godown Co., the property company 
controlled by shipowner Sir Yue-kong 

... Pao’s interests, reported a 15% increase 

| in net attributable profits to. HK$382 
million. ( 
'(HK$331.3 million in 1981). Extraordin- 
ry profits were HK$159.3 million 

(HK$133.8 million previously) mainly 
profit on the sale of the 


ions performed satisfac- 
Wharf had a strong 


quidity position of HK$694 million in 
ege fone 





US$56.9. million) for 1982. 





expectations, a final dividend of 11.5 HK 


cents а share was proposed, making а |- 
total payout for 1982 of 16 cents a share, 


a 1796 increase over 1981. 

, | — CHRISTOPHER WOOD 
Castlemaine ahead 
Australian brewer-Castlemaine Tooheys 
boosted its net profit by 7% to A$30.4 
million (US$26.1 million) in. the six 
months to Jan. 31. Group revenue rose 


higher excise duties levied on the indus- 





: п рг 
sion went up to A$19.9 milli 
A$17.6 million. A final payou 
cents a share, the same 
year's, raised total 
cents а ѕһаге. .. 


Malaysian property, plantations 
cals and finance group Suprem 
headed by politician T 
corded a 22.5% increase in pre-tz 
fits to M$7 million (US$3.1 mil 
the half-year to Dec. 

minority. interests. and pr 


g to sluggish demand fo 


‘dential housing and a poo 


by the group's agro-based 
reme Plantation Industri 


10.4% to A$460.2 million, with most of | АРМИ! 
the increase coming on the back of В 


try. The group has achieved dominance | ofth 
of the large New South Wales market in | th 


; recent years, but it is now under increas- 


ing competitive pressure in its traditional 
market, Queensland. Castlemaine 
Tooheys has à cash reserve of more than 
A$40 million, which generated substan- 
tial interest income during the half, 
though the amount was not quantified. 


` Pre-tax profits rose 6.6% to A$56.2- 
million, and the tax bill increased to. 


A$25.7 million (previously A$24.2 mil- 
lion). The company also reported extra- 
ordinary profits of A$567,000. Interest 
charges slipped to A$765,000 (previ- 
ously A$832,000), while the deprecia- 
tion provision was raised to A$6.5 mil- 
lion (A$5.8 million). An unchanged in- 


| terim dividend of 13 A cents.a share has 


been declared. — BRIAN ROBINS 


| A selling spree 


Lcading Australian retailer Woolworths 


Ltd boosted its net profit 10% to A$50.2 


to Baht 35.8 
16.7% to Baht 


‘Net earnings of Avco Financial 
of Australia rose 18% to A: 




















FIRMER closings were сыа ost Agah ket i in е жы to Apr. 1; fol- 
ing the poster break. Singapore shot up; while Hongkong also 
- improved, posting grad rising volumes, Most ot! ers gained on growing ак of 
recovery in local economies, a T A nd е 










3 Чай period. the nd for equities from the government's earlier 

d its advance with the Hang Seng | monetary policies. Promising gas flows from an on- 

s 696 to closegt 1 1,041.86. |. shore hole brought renewed interest to oil е 

rately heavy, averaging (1K$188 NZOG, United Resource and Cue Energy. . 

million: (USS million) daily with volume rising suc- 
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LETTER FROM HONGKONG 

















The orchestra at work: all for the love of music. 





t is difficult to be cynical about the 

Hongkong Philharmonic Orchestra. 
Its players, administrators and patrons 
are after all trying so hard to bring some 
beauty to a place that too often thinks of 
little else than money. And it has suf- 
fered more than its share of growing 
pains, with accompanying acrimony and 
sorrow. The Philharmonic still has its 
difficulties. But it hopes many of these 
will be resolved by means of an endow- 
ment-fund appeal that is just being 
kicked off and aims at raising НК$50 
million (US$7.4 million). 

And on the eve of its first solo tour — 
bringing the orchestra before audiences 
in Singapore, Bangkok and at the Osaka 
International Festival during the period 
April 11-19— its members were optimis- 
tic over the Philharmonic’s future. “I 
don't know if I should talk about our 
problems," one musician wondered 
aloud. "Things are finally starting to go 
well." But talk he did, together with 
others who share the same perspective. 

The Hongkong Philharmonic Or- 
chestra has had a difficult time for most 
of the period since its 1974 evolution into 
a professional organisation. Its funding 
has been poor and uncertain, its man- 
agement weak, its musical direction con- 
fused, its playing unrefined, its facilities 
inadequate. One wonders why everyone 
involved did not simply stop bothering 
and go into the shoe business. The basic 
answer is suggested by Mark Stephen- 
son, chairman of the players' committee. 
"The musicians are here — at a sacrifice 
— because they love music," he said, add- 
ing that the orchestra has few troubles 
today that money could not solve. 

The endowment fund is the vehicle 
created to tackle that bumpy terrain. A 
successful appeal would allow the or- 
chestra to boost the salaries offered to 
musicians and to provide housing sub- 
sidies. Rank-and-file players are now 
earning an average of just over 
HK$7,000 a month, which is low given 
the cost of accommodation in Hong- 
kong. The new incentives would encour- 
age a lower turnover of personnel and a 
higher calibre among new recruits. A 








capital fund would also allow the or- 
chestra to expand to 96 members from 
83. It would also permit management to 
plan ahead more than a year in advance. 
A good deal less tension would result, 
too. 

The Philharmonic has a budget this 
season of HK$14.8 million. Some 44% is 
derived from an Urban Council subsidy, 
27% from a government subsidy, 19% 
from fund-raising activities and 10% 
from ticket sales (which are near capa- 
City, at prices kept purposely low). New 
income-generating methods — such as 
recordings — are meeting with initial 
success. But the orchestra is faced with 
the task of raising substantial funds in an 
environment lacking a history of strong 
corporate support of the arts and with- 
out the benefit of significant tax incen- 
tives. 


he Philharmonic is also moving to 

upgrade its leadership. It stuttered ini- 
tially through the inexperience of both 
its general manager and its musical di- 
rector, then followed through with a 
period of traumatic conflict. The con- 
troversy centred on Ling Tung, the or- 
chestra's conductor from 1979 to 1981, 
who reshaped the outfit in a manner con- 








Shostakovich: great promise 




















sidered brutal and spotty by the musi- 
cians. Sixteen of them were dismissed, 
three demoted and several more left. 
About 25 players had to be recruited in 
1979 and 16 more the following year, 
compared with a turnover of only seven 
or eight last year. 

Standards became uneven and law- 
suits trailed after the dismissals, though 
these appear to have petered out. 
Morale withered and the musicians fi- 
nally petitioned the orchestra's board, 
which decided to discreetly allow Tung's 
contract to expire. The Philharmonic has 
lacked a musical director since early 
1982 and is being very careful about hir- 
ing one. One musician said: "We've 
learned from a wide variety of very good 
conductors through this situation. But 
an orchestra needs the discipline and qual- 
ity control of a permanent conductor." 

As for general manager John Duffus, 
he has only recently started winning 
back the players' trust. Duffus joined the 
orchestra around the same time as Tung 
and was tarred with the same brush. The 
musicians still consider him too much the 
politician, but this trait is probably ideal 
for the job, which requires walking a line 
between the players and the board, be- 
tween sponsors and sybarites. "He's an 
excellent general manager," said one 
musician, albeit grudgingly. 

Almost despite itself, then, the Hong- 
kong Philharmonic finds itself stumbling 
towards international stature. "Musi- 
cally it has become better and better in 
the last year," said principal guest con- 
ductor Maxim Shostakovich. "It has 
great promise." At the same time it has 
begun to reach out into the community, 
looking to attract a wider audience and 
to introduce Western symphonic music 
to more Hongkong Chinese. Light clas- 
sics and pops concerts are now in its 
programme, and it is tentatively planning 
a series of educational concerts for child- 
ren. The orchestra has even accom- 
panied a rock singer to wide acclaim. 

The problem with facilities is falling 
into line as well. Three years ago the or- 
chestra had only one first-class concert 
hall as a venue. Within four years it will 
have five, including a permanent home 
at the Tsimshatsui Cultural Centre 

(which is scheduled for comple- 
tion by early 1987). Further flesh- 


wy ing out Hongkong's cultural infra- 


structure, the territorys Academy 
for Performing Arts will open its doors 
in 1985. The musicians will teach there 
and use its facilities while local young- 
sters take their first steps to profes- 
sionalism. Altogether, if the arts were a 
dice game the Hongkong Philharmonic 

would appear to be on a winning roll. 
— ROBERT KARNIOL 
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The ISA and the PAP 


First, let me say how much my friends and 
I have appreciated the reports on Singa- 
pore affairs filed by your correspondent 
Patrick Smith. He did a wonderful job in a 
difficult situation. We have always found 
the reports to be fair, factual and objec- 
tive. Those who do not wear blinkers 
would agree on this. 

If at times Smith's reports appeared to 
have been somewhat critical of the ruling 
People's Action Party (PAP), they were 
also equally critical of those in the opposi- 
tion. 

What Smith has said about the Internal 
Security Act (ISA) is completely true. The 
PAP government has repeatedly used the 
law to suppress political opponents over 
the past 20 years. The Barisan Sosialis has 
been the main victim, and that is why the 
PAP has been able to remain in office all 
these years. Under various excuses, hun- 
dreds of the PAP's political opponents 
have been arbitrarily arrested and de- 
tained for many 
years without any 
charge ог trial, 
some for as long as 
19 years. 

They were not de- 
tained because they 
resorted to violence 
or called for vio- 
lence to overthrow 
that elected govern- 
ment but simply be- 
cause they would 
greatly increase the |Jeyaretnam: no proof. 
strength of the op- 
position parties, and thus become a threat 
to PAP rule in Singapore. 

Huo Bide, in trying to defend the ISA 
[Letters, REVIEW, Feb. 24]. cites the non- 
arrest of myself and Workers' Party leader 
J. B. Jeyaretnam as so-called proof that 
the ISA has not been used to suppress po- 
litical opponents. I thought that the 
editor's reply was sufficient commentary 
on the force and logic of Huo's letter. But 
an additional word or two from me may 
not be out of place. 

If the PAP has not arrested all the lead- 
ers of the Barisan Sosialis, it is because 
without an organisation and active sup- 
port from others I “was not, am not and 
never will be a political threat" to the 
PAP. This was clearly pointed out by I. M. 
Chua (though I must add that I have no 
serious heart ailment that I am aware of). 

Several times after the mass arrests in 
1963, we tried to build up afresh a small 
organisation in the Barisan Sosialis, but 
every time under various excuses the PAP 
has used the ISA to cut us down. As a re- 
sult many others who have wanted to join 
us have hesitated to do so. 

The ISA, descended from the Preserva- 
tion of Public Security Ordinance enacted 
by the British colonial power, was sup- 
posedly a law of temporary duration only 
to be invoked in an emergency. As is well 








THE CLASSIC 
BUSINESS GIFT. 


Give Classic Black? writing 
instruments from Cross to express 
your gratitude for a business 
relationship. With your corporate 
emblem, they become a daily 
reminder of your company's 
appreciation. For more helpful 
information, write on your 
company’s letterhead. 

A.T. Cross Company, 

45 Albion Road, 
Lincoln, RI 02865 U.S.A. 


CROSS 


SINCE 1846 


Lifetime Mechanical Guarantee 





, L ADDS TV'O MORE 


U.S. CITIES. DIRECT. 


м 
Y Es 





3 
Seattle and ca every Wednesday, 


Friday and Sunday from Tokyo. 


NOW FLY JAL. Japan Air Lines offers over 55 flights a week to the Americas. Now 
we're adding two more key cities to give you a choice of seven U.S. destinations. 
New York, Los Angeles, San Francisco, Honolulu, Anchorage, Seattle and Chicago. 
The new 747 flights leave Tokyo for Seattle and Chicago every Wednesday, Friday 
and Sunday. We've arranged it so that flights from major cities in the region 
connect in Tokyo with our 6.00 p.m. departure time. Flight connections are just 
as convenient on your way home. 


You want hassle-free transfers to the West Coast? Seattle has them. 
The perfect bridge to the American heartland? That's Chicago. 


For the business traveller, our new Super Executive “J” Class is 
available on all our 747's to America. 


Serving you is our way. 


JAPAN AIR LINES 


known, the emergency has long passed. 
PAP propaganda has long claimed that 
Singapore is politically stable, prosperous 
and affluent. Allis peaceful and quiet, and 
there is rule of law. Yet the PAP has 
periodically invoked the ISA to carry out 
arbitrary arrest and detention of political 
opponents whenever it felt politically 
threatened — however slightly. 

PAP leaders have often deplored that 
the people in Singapore are politically 
apathetic. This can be easily remedied 
Let the PAP help to remove the fears in 
the minds of the people by abolishing ISA 
I strongly believe that this will bring about 
a new upsurge of political activity among 
the people 
Singapore LEE SIEW CHOH 


I. M. Chua's letter [REVIEW, Mar. 31] 
sought to attack my argument that the Sin- 
gapore Government uses the Internal Sec- 
urity Act (ISA) only against those mem- 
bers of the opposition who aim to over- 
throw violently the elected government, 
not against non-violent political oppo- 
nents, by citing the case of Barisan Sosialis 
chairman Lee Siew Choh. 

Lee was not a communist and did not 
advocate violent opposition to the govern- 
ment. Some of his lieutenants did not have 
the same scruples and hence they were de 
tained under the ISA. The communists 
used the Barisan Sosialis as a front and 
they were the main strength of that party 
With their removal it is not surprising that 
the Barisan Sosialis became much less ef- 
fective. 

In no way does this alter the fact that the 
government uses the ISA against violent 
Opposition, not ordinary political oppo- 
nents. To go any way towards showing 
that the government uses the ISA against 
non-violent political opponents one must 
give some positive proof (like naming 
even one example of someone who has 
been detained — not of people who have 
not been detained). Chua gives no such 
evidence 

Also, it would appear that Chua does 
not know the facts pertaining to the three 
newspapers he quotes. The Singapore 
Herald was closed because it was control- 
led by persons outside Singapore while 
masquerading as a Singapore newspaper 
The Eastern Sun closed when its staff re- 
signed and the advertisers withdrew their 
support upon learning that the newspaper 
was controlled from abroad. The govern- 
ment does not prevent the circulation of 
any magazines or newspapers which de- 
clare themselves to be foreign controlled. 
But it does not allow foreign-owned news- 
papers to pretend to be Singapore papers. 
What is wrong with that? 

Meanwhile, the editorial staff of 
Nanyang Siang Pau deliberately attempt- 
ed to excite racial tensions by accusing the 
government of betraying the Chinese 
Perhaps Chua thinks racial issues are un- 
important. If he does, he knows little of 
Singapore's history and that of other 
Asian countries 

Chua knows that he cannot show gov- 
ernment ownership of The Straits Times 
because it does not own it, so instead he 
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The forgotten majority 

similar article to: Stephen Talbot's Let- 
ter from California [REVIEW, Mar. 3] ap- 
peared in an American magazine, and the 
views were also expressed in a recent TV 
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‚ In the label of Minyak Obat herbal oil, 





hand, and on the other han. 
Vietnamese residing in the 
still symp ic tó the present 


sor the public forums they once hel 
However, the feelings of the great major- 
ity of the 600,000 Vietnamese living in the 
US are simply ignored by Talbot. 
Having lived in California and worked 
for a resettlement organisation, I have had 
the opportunity to know. many Vietnam- 
ese refugees: I will not attempt to estimate 
the degree of support within the Vietnam- 
ese community for the resistance in Уіеї- |. 
nam ot the: various factions involved in 
this movement. But I will say that every 
Vietnamese refugee I have met had a 
strong dislike for the Hanoi government 
and the brutal policies it has implemented 
since 1975. 
It is true that Vietnamese refugees Ї have 
been victims of extortion and intimidation _ 
— but that extortion and intimidation | 
comes mainly from Hanoi; and it is for this 
reason that so many have fled the country 
and so many have died in the South China 
Sea. i 
Burlingame. California 
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STEPHEN DENNEY | 


А welcome change  . 
It was with a sigh of relief that I finished 
reading Kua Kia Soong’s article concern- 
ing the applicability of the Japanese model. 
to Malaysia [The 5th Column, REVIEW, | | 
Mar. 31]. His honest look at the much: f 

touted but grea misunderstood 
phenomenon of Japan Inc. was truly a. 
welcome change. though not news at all o 
trüe Old Japan Hands. 
Gladstone. US 


























DAVIDJENSEN 





HERBAL OIL IS СООР FOR: 
TOOTH-ACHE , STAMACH-ACHE , 
HONG KONG FOOD,SKIN DISEASES, 
INSECT STINGS AND BITES, 
RHEUMATISM AND SPRAIN, 
RELIEVING PAIND AND BLEEDING, 
ITCHING SWELLING AND SCABIES. 













from Butterworth, Malaysia, mentioned 
in Traveller’s Tales [REviEW, Apr. 7], 
the phrase “Hongkong food” is, of course, 
a misprint for “Hongkong foot.” 

This has been a common description of 
athlete's foot in this region for some time. 
This annoying ailment is a tinea or form of 
ringworm, caused by a fungus. I have al- 
ways thought that it got its Hongkong sob- 
riquet-because travellers who had con- 
tracted it, anywhere, would find that it got 
worse while in Hongkong because of the 
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oecumentary produced by Talbot. It 
сет to me, therefore, that he has had 
mple opportunity to express his views on 
khe Vietnamese community in the United 
States, but the picture he presents, is.a dis- 
rted one. | 
Talbot's article presents us with the per- 










high humidity. But perhaps a doctor could 
enlighten us on this. 
Hongkong 
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fost : people think ios because there's a computer | 
that’s bigger than Burroughs, that automati- 
cally makes them better than Burroughs. 
That's not necessarily true. 
Ла small business computers, for example, the new 
Burroughs B20 is one of the most versatile, easy-to- 
p use, expandable, stand-alone computers i in the indus- 
try. 

“With its pow erful 16-bit processor ; and up to 640K 
bytes of RAM in each workstation, the Burroughs. 
B20 gives each user his own computer, but with the 
power, data base and storage that was once associate 
only with mainframes. 

More importantly, the B20 can be nerw corked with, 
other B20's so everyone is always working with the - 
latest, up-to-date information. And because the B20 can’ have 
multiple workstations, it grows as your business grows. | 
i То operate, all you do is open the carton, plug it in? F choose: one of 
your application software programs, tilt the screen to your desired height, · 
and you're off. (Our step-by-step training manuals are so easy to iis you can be 
doing sales projections in а matter of hours.) 

If you need any help, just call the Burroughs Resource Control Center. Trained Burroughs computer specialists D 
will help vou with any problem— whether it's our 



























hardware, software, or operating systems. (Being in the *B22 mass storage unit requires installation by a qualified Ванин 
office equipment business internationally for 87 years service representative. ; 
has taught usa little something about service and ѕир- Г fm interested in the Burroughs ; B20 small business Computer. : 


port. ) Please send me more information. 


So, if you're in the market for a small business compu- 
you “decision shouldn't be based on the company's 
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| fast. 


| India: One step further 


No. 17 


' Vol. 120 


aving consolidated their power at fast year’s 
arty congress, the supporters of Chinese 
ег Deng Xiaoping have embarked on a pro- 
mme of national economic reform. China 
onomy writer Robert Delfs describes the 
gradual moves towards rationalising the price 
ystem, the accelerated incentive-based wage 
stem and the responsibility of individual en- 
terprises for their profits and losses. In agricul- 
ture, Peking. correspondent. David Bonavia: 
points out, having disbanded the communes, : 
China is going back to the cooperatives of the 
early 1950: re scope to the peasants’ innate conser- 
vatism. Embolde 
o меф 
Lt reg onal edit ( 
: meet its ambiti u targets given the constraints of a burgeoning 
¿| population, i | industrial infrastructure and the lack of 
| чепей technical manpower. | ages 40-52 


y by the end of the century. But assistant 
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ion’ looks | 
ese politics — and it is causing 
problems for. Prime Minister 
Yasuhiro Nakasone. 


| Page 24 
| Kim Jong Il is buttoning up his 


| wade but anoth Korea’s top slot. 


| ‘Pages 26-27 
„Раде 17 : 

‘Australian Pri 

“Hawke fulfils his 

promise with notabl uccess by 
_bringing unions 


Soviet Union is anxious for. 
, friendlier relations with Chin; 
but Indochina is still a major 
stumbling-block despite calls for 
a dialogue. 





| overcoat, ready to step into North 
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such reforms the Chinese are also planning | 


y 
Ikarni argues that China will be hard put to | 


There are growing signs that the | 





The battle of the bulge is no. 
easyfight c lo o s 
The slaughter of the innocents still 
goes on 
Remodelling the cooperative 
Society — 
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As Vietnam and the Philippi 
strengthen their. militar 


Vietnam plans to resume oil 
ploration in the South С 
abandoned by the Ame 
after the tali of fran t 


the first ünión agree- 
| ment specifically dealing. with 
i robotisation. Meanwhile, Singa- 
| pore welcomes the prospect ot 
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Vietnamese artillery destroyed 
a hospital, school and housing 
in a Chinese commune along 
the Sino-Vietnamese border, 
the official Xinhua newsagency 
said. The agency said that more 
than 3,000 peasants had been 
forced to flee the Vietnamese 
shelling, which began on April 
17 and continued through the 
next day. Earlier reports from 
Hanoi said that Chinese artil- 
lery had shelled parts of Lang 
Son, Cao Bang and Ha Tuyen 
provinces for nearly nine hours 
on April 17 and that the shel- 
lings and attacks by Chinese 
trols operating in Vietnam 
d left 16 Vietnamese dead. 
Both sides accuse the other of 
initiating the exchange of fire. 
— A CORRESPONDENT 


A Philippine opposition 
leader is arrested 


Aquilino Pimentel, a leading 
political i ic leader and 
mayor of Cagayan de Oro in 
Misamis Oriental province, 
was arrested on April 17 by the 
Philippine Constabulary on or- 
ders of President Ferdinand 
Marcos and reportedly charged 
with rebellion. Pimentel heads 
the  Philipino Democratic 
ne which he founded — 
a party dedicated to rapid, 
peaceful social change. It was 
the third time Pimentel has 
been arrested for his political 
activities since 1973. 
Meanwhile, missing Roman 
Catholic church lay leader Karl 
Gaspar of Davao City surfaced 
on April 10 in Camp Aguinal- 
do, near Manila. At a news 
conference, Gaspar said he was 
arrested for alleged subversive 
activities on March 26, kept in 
solitary confinement for almost 
two weeks and given legal 
counsel only after 12 days of 
detention. 
— SHEILAH OCAMPO-KALFORS 


Former KGB operative 
names Japanese 
Former Soviet КСВ agent 
Stanislav Levchenko, who de- 
fected to the United States in 
1979 after working as a spy in 
Tokyo, has identified eight Ja- 
panese who he alleges were 
agents or contacts of the KGB 
network in Tokyo. 

Among them are three Japan 
Socialist Party MPs, a Liberal 


10 


Democratic Party MP who is 
also a former minister, and à 
deputy editor of the conserva- 
tive Sankei newspaper. The 
Foreign Ministry is also inves- 
tigating allegations by Lev- 
chenko that one of its employ- 
ees passed secret ministry ca- 
bles to the Soviets. All deny 
Levchenko's allegations. 
There is still considerable re- 
luctance among the Japanese 
press to acknowledge as factual 
Levchenko's disclosures. The 
KGB man implicated several 
prominent journalists. 
—HIKARU KERNS and MIKE THARP 


Malaysian 

condemn 

A crowd estimated at 3,000 
held a demonstration in Kuala 
Lumpur to condemn the Soviet 
Union for "threatening" to 
support insurgent movements 
in Asean countries. The al- 
leged threat came from Soviet 
Deputy Foreign Minister 
Mikhail Kapitsa during his 
talks with Singapore's Second 
Deputy Prime Minister, S. 
Rajaratnam. The rally, or- 
ganised by the youth wing of 
the United Malays National 
Organisation (Umno), also in- 
volved the youth wings of the 
Malaysian Chinese Associa- 
tion, the Malaysian Indian 
Congress and Party Berjaya of 
Sabah. — K. DAS 





Mohamed Nasir: health reasons. 


Malaysia's Party Berjasa 
president steps down 
Datuk Mohamed Nasir, presi- 
dent of Party Berjasa, a com- 
ponent of Malaysia’s ruling Na- 
tional Front, resigned from his 
post for health reasons on 
April 17 during a party conven- 
tion. Deputy president Haji 
Wan Hashim Wan Ahmad was 
elected Mohamed Nasir's suc- 
cessor. Party Berjasa is a 
breakaway group from the op- 
position Party Islam. —K.DAS 


BUSINESS 


Hongkong banks lift 
rates to prop the dollar 
The Hongkong Association of 
Banks announced an increase 
of one percentage point in 
prime lending rate to 11.5% on 
April 19. The move was attri- 
buted to the recent "sharp 
weakness" of the Hongkong 
dollar, both against the US dol- 
lar and the trade-weighted ef- 
fective index of a basket of 15 
currencies. This surprise move 
— the association usually holds 
its weekly meetings to review 
interest rates on Fridays — 
came after the Hongkong dol- 
lar had closed at 6.857/861 to 
the US dollar after touching a 
low of 6.888/893 during volatile 
trading. Against the weighted 
rate index, it closed at 76.8, a 
low since the index was rebased 
in January. 

Fears are now being express- 
ed that Hongkong will face the 
worst of both worlds: a squeeze 
on industry and continued cur- 
rency weakness, seen by many 
to be caused as much by politi- 
cal nervousness as economic 
factors. Deposit rates were also 
increased to narrow the gap be- 
tween local rates and US dollar 
rates. — CHRISTOPHER WOOD 


rotate vate 


The chairman of the Stock Ex- 
change of Singapore (SES), Ng 
Soo Peng, is retiring on June 30 
after heading the exchange 
throughout its 10-year history. 
Ng, 55, is also retiring as a di- 
rector of Kay Hian and Co., 
the oldest Chinese broking 
firm in Singapore and one of 
the 25-member broking firms 
of the exchange. 

— CHEAH CHENG HYE 


tene she eie 
panic in 

Rumours that the Indonesian 
Government would soon re- 
denominate — in effect, reduce 
the value of — large-denomi- 
nation rupiah banknotes to 
one-tenth their current value 
caused much alarm. Stories that 
Rps 10,000 (US$10) and Rps 
5,000 bank notes would soon be 
worth only Rps 1,000 and Rps 
500 respectively started early in 
April and have since gained 
considerable. momentum. On 
April 15 banks, supermarkets 
and electronics shops had a 
hectic day as thousands rushed 


to use up their large-denomina- 
tion banknotes by either pur- 
chasing consumer goods in 
large quantities, or by convert- 
ing them into lower denomina- 
tion bank notes and foreign 
currency. Economic Coor- 
dinating Minister Ali War- 
dhana promptly went on TV to 
deny the rumours and Finance 
Minister Radius Prawiro called 
on the public to report those 
spreading the. rumour to sec- 
urity officials. The buying 
spree later appeared to have 


quietened. — MANGGI HABIR 
DBP to become 
wholesale bank 
Philippine Prime Minister 


Cesar Virata has confirmed 
publicly that the government's 
cash-starved evelopment 
Bank of the Philippines (DBP) 
will become ап industrial 
wholesale bank (REVIEW, 
Mar. 31). 

In an effort to provide the 
distressed bank with a more 
regular cash-flow, its retail- 
branch network will be sold, its 
deeply troubled agricultural 
portfolio— 16% of DBP’s loan 
portfolio and 65% in arrears — 
will be sold to other govern- 
ment banks. And “distressed” 
firms in which DBP holds 
equity will continue to be sold 
off at exceptionally easy terms 
primarily to raise cash. 

DBP will also be given a uni- 
versal banking licence to ac- 
cept deposits, open letters of 
credit and conduct other fee 
business, so that it can carry on 
business with its industrial 
clients beyond the develop- 
ment stage. — GUY SACERDOTI 
US firm wins 
Matsushita 
Japan's Matsushita Electric In- 
dustrial Co. has granted Min- 
nesota Mining and Manufac- 
turing Co. of the United States 
a licence to use Matsushita pa- 
tents and technology to make a 
new generation of recording 
tapes. The new technology — 
applied to thin-film, high-den- 
sity video recording tapes — 
uses a metal-evaporation pro- 
cess to produce a video tape 
only half as thick as conven- 
tional tapes. The licence will be 
for five years, and the Ameri- 
can firm has been given the 
non-exclusive right to make 
and market the product 
worldwide. It is the first com- 
pany to be granted such a li- 
cence. — MIKE THARP 
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AN INVITING GESTURE 

For the first time since 1978 the 
Chinese ambassador in Hanoi has 
visited southern Vietnam. Peking’s 
envoy, Qiu Lixin, along with 
Albanian, Belgian, Bulgarian and 
Asean ambassadors, visited Nha 
Trang, Dalat and Ho Chi Minh City 
over three days earlier this 

month. The presence of Qiu in Ho 
Chi Minh City осе а flurry of 
rumours from the city’s hyperactive 
rumour mill, прсна ре baseless 
suggestion that the Chinese 

official planned a secret trip to 
Cambodia. 


THE TRIPOLI TRIPWIRE 

Nur Misuari, chairman of the Moro 
National Liberation Front (MNLF), 
has told a Philippine source that he 
does not know how peace 
negotiations with the Philippine 
Government can be revived in view 
of what he says is Manila’s failure to 
implement fully the provisions of the 
1976 Tripoli Agreement. Although 
the government has granted partial 


AUSTRALIA 
Chinese Premier Zhao Ziyang started an 
official visit (Apr. 17). 


BANGLADESH 

Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad arrived on an official 
visit (Apr. 18). 


BRUNEI 

British Minister of State for the Foreign 
and Commonwealth Office Lord Belstead 
held talks with Sultan Sir Hassanal Bolkiah 
(Apr. 14). The two failed to agree on the sta- 
tioning of British Gurkha troops in Brunei 
after independence, Lord Belstead said (Apr. 
17). 


CHINA 

China revoked the emergency landing 
rights of KLM Royal Dutch Airlines in retali- 
ation against an opening of air links between 
the Netherlands and Taiwan, diplomatic 
sources said (Apr. 15). Chinese guards 
opened fire across the border on Vietnamese 
troops, Xinhua newsagency said (Apr. 16). 
Chinese militia killed four Vietnamese agents 
who crossed into China, Peking Radio said. 
General Secretary Hu Yaobang held talks 
with a French Communist Party delegation 
(Apr. 18). Xinhua reported Vietnamese artil- 
lery attacks along the border with Vietnam 
(Apr. I9). 


INDIA 

At least 50 people were killed and 1,500 in- 
jured in a cyclone in West Bengal, officials 
said (Apr. 13). More than 1,000 striking tex- 
tile workers, including their leader, Datta 
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autonomy to the Muslims, the single 
autonomous Muslim region sought 
by Misuari has not been established. 
Efforts to renew negotiations 
between the MNLF and the 

overnment by several Muslim 
eaders and foreign intermediaries 
have proved futile. 


HOUSING DEVELOPMENT 


The new headquarters in Manila for 
the Asian Development Bank 
(ADB) will be on a 6-ha. lot on 
Ortigas Avenue in the capital's new 
commercial district of Pasig. The 
ADB is paying P6,000 (US$620) per 
sq. m. for the land and the building 
itself will cost an estimated P1 
billion. The present HQ, built in 
the 1960s along Roxas Boulevard, 


Samant, were arrested in Bombay for defying 
à ban on demonstrations, police said (Apr. 
14). One person was killed and 10 houses 
were set on fire in a new wave of violence in 
Assam, state officials said (Apr. 16). India 
put a satellite into orbit, the Press Trust of 
India said (Apr. 17). Bandit queen Phoolan 
Devi was sentenced to five years’ hard labour 
(Apr. 18). The Punjab state government re- 
leased hundreds of detained Sikhs to ease ten- 
sion in the state, press reports said (Apr. 19). 


INDONESIA 

Muslim extremist Imran Muhammad Zein 
was executed for subversion, it was reported 
(Apr. 13) 


JAPAN 

A former Tokyo-based KGB agent named 
eight alleged Japanese collaborators (Apr. 
13). 


NORTH KOREA 

Finland said that North Korean Ambas- 
sado; Yu Jae Han had been expelled (Apr. 
15). 


PAKISTAN 

A military court sentenced three policemen 
to death on a charge of torture-killing a man, 
the Associated Press of Pakistan said (Apr. 
13). Three people were injured when a bomb 
exploded in a Shia mosque in Karachi, it was 
reported (Apr. 14). | 


PHILIPPINES 

Journalist and press union leader Antonio 
Maria Nieva was arrested on orders of Presi- 
dent Ferdinand Marcos, a military spokes- 


will revert to the Philippine 
Government, which is said to be 
strongly in favour of t 


e new site. 
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DEAN & CO 


The Vietnamese decision to invite 
foreign journalists and diplomats to 
observe the partial pullout of 
Hanoi's troops from Cambodia next 
month may be the result of a 
suggestion by United States 
Ambassador to Bangkok John 
Gunther Dean. According to à 
senior Vietnamese official, the idea 
came up during a meeting on 
February 23 between Dean and 
Vietnamese Ambassador Tran 
Quang Co. As a special gesture, Co 
briefed Dean an hour before the 
Indochina summit announcement 
about the planned annual 
Vietnamese withdrawal from 
Cambodia. Dean is said to have 
questioned last year's reported 
withdrawal and said that if it took 
lace it did not have any impact 
cause there were no 
independent observers. 


man said (Apr. 13). Nieva was charged with 
conspiring with labour leaders to stage a re- 
bellion (Apr. 14). Leaders of 29 political, re- 
ligious and civic organisations signed a man- 
ifesto demanding the recall of United States 
Ambassador Michael Armacost for allegedly 
meddling in Philippine affairs (Apr. 15). 
Aquilino Pimentel, mayor of Cagayan de 
Oro, was arrested on orders of Marcos, it was 
reported (Apr. 17). Marcos held talks with 
US Deputy Defence Secretary Paul Thayer 
on the review of the agreement on US military 
bases in the country (Apr. 18). Journalists in 
Manila demonstrated to demand the release 
of Nieva (Apr. 19). 


SOUTH KOREA 

Police detained 20 Korea University stu- 
dents after an anti-government demonstra- 
tion, witnesses said (Apr. 15). About 600 riot 
police stormed the Yonsei University campus 
to disperse students staging an anti-govern- 
ment demonstration (Apr. 19): 


SRI LANKA 

Prime Minister Ranasinghe Premadasa met 
United States President Ronald Reagan in 
Washington (Apr. 13). 


THAILAND 

Philippine Prime Minister Cesar Virata met 
King Bhumibol Adulyadej (Apr. 13). Demo- 
crat Party candidate Uthai Jaipong and an 
aide were killed by.à bomb near Chiang Rai, 
police said (Apr. 14). Six Vietnamese de- 
fected, it was reperted (Apr. 15). The coali- 
tion of the Social Action, Democrat and 
Chart Thai parties captured 221 of 324 lower- 
house seats in the general election (Apr. 18). 

1 ; 
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REGIONAL AFFAIRS 


Bangkok: On a superficial level, the 
April 18 general election was a triumph 
for the party system in Thailand, with the 
government coalition partners — Social 
Action Party (SAP), Chart Thai and the 
Democrats — capturing 221 of the 324 
seats in the expanded House of Represen- 
tatives. On another level, the election 
could be seen as another slap in the face 
for the army, whose influential theorists 
have come to regard the three parties as 
spearheading the evils of monopolistic- 
capitalism — a dictatorship every bit as 
dangerous in their view as the dictatorship 
military leaders are sometimes said to be 
seeking to foist on the country. 

However, as the smoke cleared after 
the first national poll in four years, it was 
clear that the ideological debate over the 
shape of the kingdom’s political structures 
would spill over into what has become an 
almost traditional period of uncertainty 
preceding the formation of a new govern- 
ment. 

This time around, at least, the party 
lines appeared well defined and open to 
little of the usual horse-trading. With 
former prime minister Kukrit Pramoj's 
SAP candidates taking 92 of the seats, 
Chart Thai 73 seats and the Democrats 56, 
a marriage of the three again appeared to 
be in the offing under the continued 
stewardship of non-elected Prime Minis- 
ter Prem Tinsulanond. 

What remains to be seen is whether 
senior generals will renew their efforts to 
seize the initiative following the defeat last 
month of army-backed constitutional 
amendments. The amendments would 
have extended the legislative powers of 
the upper house, the Senate, and allowed 
serving military officers and civil servants 
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Prem casts his vote; Foreign Minister Siddhi: a two-pronged success. 


The government coalition takes two-thirds of the Thai lower house 


The seats of power 


By John McBeth and Paisal Sricharatchanya 


to hold cabinet posts — but the two provi- 
sional clauses providing for such a system 
were due to lapse on April 21 (REVIEW, 
Apr. 7). 

Although the three coalition parties 
carried off more than two-thirds of the 
seats, the outcome is likely to cut little ice 
with sizable factions in the army. These 


| groups contend — perhaps with a certain 


amount of justification — that in many 
cases party candidates are chosen more 
for their influence and the size of their 
pocket-books than as genuine grassroots 
representatives. This feeling, born out of 
the army leaders' experiences in the coun- 
tryside and their conviction that they have 
played a key role in the disintegration of 
the Communist Party of Thailand, has 
persuaded senior officers that they should 
take the lead in pushing for political and 
social change. 

To do that they must be in a position to 
exert their influence, particularly through 
an appointed upper house empowered, as 
it has been up to now, to sit in joint session 
with the elected lower house on all impor- 
tant legislation. And because senators will 
still be permitted to vote on matters affect- 
ing the constitution after April 21, the 
door to military intervention remains ajar. 


hart Thai has already been seen to 

vacillate over the constitution issue 
(REVIEW, Mar. 31), but the SAP and the 
Democrats firmly believe — as they em- 
phasised throughout the election cam- 
paign — that the amendments rep- 
resented a step back towards the days of 
military dictatorship. Yet both Kukrit and 
Democrat leader Pichai Rattakul obvi- 
ously realise there is little to be gained and 
a lot to lose from a prolonged confronta- 











tion with an army which simply cannot be 
ignored in the power equation. 

Kukrit softened his attitude noticeably 
on the eve of the election, saying he was 
seeking a meeting with Prem and army 
commander-in-chief Gen. Arthit Kam- 
lang-ek to ensure stability for the new gov- 
ernment. Then, on election day itself, he 
called on the prime minister personally for 
a half-hour of talks which were apparently 
aimed at paving the way for a dialogue 
with the army. 

According to reliable sources, Prem 
had turned down a similar request made 
some time ago for a meeting between 
leading politicians and senior army thin- 
kers, saying he did not think it necessary. 
Moreover nothing came of Kukrit's elec- 
tion-eve call. Arthit reacted coolly to the 
overture, perhaps understandably given 
the amendment setback and the vitriol 
poured on the army at political rallies. As 
one field-grade officer with no particular 
allegiance to the army commander told 
the REVIEW: “SAP and the Democrats are 
trying to destroy us." In an atmosphere 
strained by recent developments on the 
amendment question, the usual post-elec- 
tion euphoria seemed somewhat forced 
among the ranks of the big winners. 

Many observers are convinced that the 
army engineered the calling of early elec- 
tions to splinter the vote. However, if that 
were the case the move appears to have 
backfired. The amendment issue probably 
had an appreciable influence only on mid- 
dle-class Bangkok voters, and with some 
notable exceptions the outcome revealed 
à continuing swing towards the more re- 
cognisable parties. Two small parties 
openly identified with the army failed to 
win a seat, and there was a more than 50% 
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Kukrit: sweeping home. 


drop in elected independents over the 
1979 poll (for. a- smaller 301-seat 
chamber). Moreover, of the 10 parties to 
enter parliament this time, four have a col- 
lective total of 10 seats. 

Although there is a theory that the rela- 
tively short campaign period may have 
favoured the bigger guns, there are also 
signs that the electorate — and the parties 
— have become more sophisticated, and 
that the parties now tend to choose candi- 
dates with the sort of local clout needed to 
sway voters interested in solutions to their 
own immediate problems. 

Most attention centered on Bangkok, 
where an improved 33% voter turnout — 
still 20% below a near-record national 
average — told against the Prachakorn 
Thai (Thai Citizens) Party of one-time in- 
terior minister Samak Sundaravej. In 
1979, Samak stunned the traditional 
Democrat stronghold by capturing 29 of 
the 32 seats. Although four more seats 
were added for the April 18 poll, the 
charismatic party leader had to be content 
with only 24 successful candidates in the 
face of a joint campaign waged by SAP 
and the Democrats that was strongly criti- 
cal of his support of the constitutional 
amendments. 

Samak put on a brave face, claiming 
that taking 65% of the seats in the capital 
testified to Prachakorn Thai's continuing 
political popularity. It is clear, however, 
he was disappointed over the outcome 
after a tireless three weeks on the stump 
— particularly because it disrupted the 
second step of a three-step game plan de- 
signed to expand his political base into 
rural areas. 

While he picked up hoped-for gains in 
outlying Nonthaburi and Pathum Thani, 
and in the eastern border provinces of 
Prachinburi and Trat, analysts feel Samak 
was not prepared for a certain crumbling 
of his foothold among the 12 Bangkok 
constituencies. 

SAP leader Kukrit, Foreign Minister 
Siddhi Savetsila and party secretary-gen- 
eral Kasaem Sirisamphan swept home in 
the Chinese-populated Samphanthawong 
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area and Democrat chief Pichai carried 
two veteran party members with him in re- 
gaining the Phra Khanong seat he lost four 
years ago. Siddhi’s success in his first ven- 
ture away from diplomacy and into the 
clamour of political life is likely to ensure 
his re-appointment as foreign minister and 
hence a continuity in foreign policy. 
Samak himself had a crushing victory in 
the military-dominated Dusit district; he 
and his two running mates harvesting a 
collective 99,992 votes, nearly 39,800 
more than their Democrat rivals. 
Prachakorn Thai cleaned the slate in each 
of six constituencies, but apart from its 
largely expected failure to head off the 
Kukrit and Pichai tickets, it also suffered 
individual losses in three other districts. 


ne significant setback was across the 
Chao Phrya River in Thon Buri where 
former police captain Chalerm Yubam- 
rueng (Democrat) — a brilliant orator in 
much the same mould as Samak — 
finished 5,800 votes clear to break a 
Prachakorn Thai monopoly established in 
1979. Chalerm was the sole candidate in 
the election from among the ranks of the 
Young Turk police and army officers dis- 
missed in the wake of the abortive April 
1981 coup. 
With independent candidates obliged to 
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join parties within three days of the elec- 
tion, it seemed certain the SAP would go 
over the 100-seat mark. But despite its 
poll-topping performance — achieved 
over a wide area of the countryside — 
sources in the party contend it would 
have won 20 or 30 more seats had a longer 
campaign period allowed Kukrit to ven- 
ture outside Bangkok. While there may be 
some debate over just how effective he 
might have been, analysts agree that he, 
above all party leaders, has the stature to 
swing votes, 

The SAP hasthe fundamentalstrengthof 
an attractive policy platform built around 
a proven rural development scheme, a 
farm commodities price support package 
and free medical care for the poor. But in- 
siders agree the election revealed basic 
weaknesses in the party's overall cam- 
paign strategy, a lack of funding for up- 
country candidates and the affects of last- 
minute pullouts. 

Chart Thai, on the other hand, can put 
its success down to a basic cohesion most 
parties lack and an unerring choice of can- 
didates. It almost doubled the number of 
seats it won in 1979 and probably would 
have done even better if the elections had 
been held under the originally planned 
province-wide constituency basis. This 
improved showing occurred despite the 
party's almost total absence of an identifi- 
able platform and its habit of bending with 
any prevailing political wind. 

The Democrats, for their part, won 
back much lost ground in their traditional 
southern stamping ground, taking more 
than half of the 41 available seats and set- 
ting the SAP back on its heels. By far their 
best performance was in the southern 
province of Nakhon Si Thammarat 
where their candidates barnstormed all 
nine slots. However, party leaders are no 
doubt disappointed at seeing the Muslim- 
dominated provinces of Yala, Pattani and 
Narathiwat fall.in the main to the Siam 
Democracy Party of Col Phon 
Roengprasertvit. Paradoxically, Phon had 
been the chief lower-house lobbyist for the 
constitutional amendments. 
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SOUTH KOREA 


The wheat and the chaff 





The government's policy requiring universities to drop 
30% of students before graduation is sparking protests 


By Shim Jae Hoon 
Seoul: A controversial higher-education 
policy, which led to the expulsion of 867 
' university students in March on the 
grounds of poor academic performance, 
has sparked mounting public resentment. 
“The policy requires that every university 
and college in the country enrol 30% more 
students than its authorised capacity, but 
weed out 18% of a class’ poorest perfor- 
mers by the’ middle of their second 
academic year, 2% at the end of the third 
year and another 10% at the conclusion of 


the fourth and final year before gradua- 
tion. 

“This policy is aimed at making students 
work harder for their degrees, not just sail 
to graduation once admitted into college,” 
Education Minister Rhee Kyu Ho has said 
in defence of the policy. Rhee has come 
under increasing fire in newspaper articles 
and editorials for implementing the prog- 
ramme. Another ministry official noted: 
“The government stepped in only because 
the schools themselves failed to take pro- 





pet action’ 








er action to maintain or improve the 
quality of their students. 
Students expelled under the system 
from one of South Korea’s 98 institutions 
of higher learning cannot transfer to 
another to complete their studies, a severe 
restriction on a young person in a country 
where a college degree has become the 
key to a good job and career advance- 
ment. Public attention was focused on the 
pressure brought to bear on students by 
the Education Ministry's quota system 
when a student from one of Seoul's lead- 
ing medical schools committed suicide 
after he was dismissed under the policy. 
The Education Ministry denies that the 
student's dismissal led to his suicide. “We 
understand there were other personal 
reasons [for it]," the ministry official said. 
University authorities privately have 
conceded that the former policy of 
guaranteeing diplomas to all students, re- 
gardless of their academic competence, 





SINGAPORE 


A technocrat tumbles 


Lim Chee Onn's dismissal as head of the labour movement 
indicates the leadership's concern with rank-and-file relations 


By Cheah Cheng Hye 
p: Minister Lee Kuan Yew's deci- 
sion to remove Lim Chee Onn as head 
of Singapore's National Trades Union 
Congress (NTUC), announced publicly 
on April 12, will undoubtedly have an im- 
pact on the way Singapore's labour move- 
ment is run; But this may be mainly a mat- 
ter of style, not substance. More signifi- 
cant is what the decision says about the 
country's political concerns — and the 
prime minister's current difficulties in 
finding new leaders among the republic's 
so-called second generation. 

Indeed, Lim was regarded as one of the 
brightest among the six most prominent 
younger leaders being tried out as possible 
successors to the current generation of 
leadership. Lim becomes the first of these 
six to be publicly seen as a failure in his as- 
signed task, dismissed on the grounds that 
he did not establish rapport with older 

. union chiefs. He retains his post as minis- 
ter without portfolio in Lee's cabinet, 
‚ pending an appointment to a ministry, 

Lim, 39 years old and Harvard-edu- 
cated, joined the NTUC in 1977 and be- 
came secretary-general in May 1979. His 

Successor is 47-year-old Ong Teng 
Cheong, who currently holds the com- 

‘munications and labour portfolios in the 

, cabinet. Both men were appointed to the 

: NTUC by Lee himself. But in the letter to 
Lim that the prime minister made public 
at the time the dismissal was disclosed, 
Ong was judged the more suitable “by 
temperament and personality.” The 
switch is to take place on May 9, according 
. to a statement from the Prime Minister's 
Office. 
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Ong will be pushing ahead with the 
same union reforms that preoccupied 
Lim, stressing the promotion of the na- 
tional interest rather than any sectional 
preoccupations. They involve labour's co- 
operation with management, and control 
of the unions by the ruling People's Action 
Party (PAP) (REVIEW, Nov. 5, '82). In- 
deed, many key union positions are al- 
ready occupied by party members. Many 
observers agree, however, that the major- 
ity of Singapore's workforce, which has 
long benefited from rapid economic deve- 
lopment and virtually full employment, is 
reconciled to such reforms. 

Lim's chief mistake appears to lie in his 
rush to reform the movement. He tended 
to ignore older union leaders in favour of 
the technocrats the government is anxious 
to introduce. Older leaders have come up 
through the ranks and many have strong 
ties with the PAP. Informed sources say 
that when rank-and-file leaders com- 
plained to the prime minister about Lim, 
they did so in the knowledge that they 
had at least the implicit support of Presi- 
dent Devan Nair, who is himself a veteran 
trade unionist. 

Nair was Lim's predecessor as NTUC 
secretary-general, heading the movement 
for a decade. One of his last statements as 
secretary-general, made im May 1979, 
contained this passage: "The average Sin- 
gapore worker may be an apolitical and 
unideological chap. But that does not 
mean that he cannot get angry. Itis my ex- 
perience that he can and does get very 
angry, and often for very legitimate 
reasons, too." 


Lim: on the way out. 





The statement by Nair, who oversaw a 
decade of modernisation launched in late 
1969, continued: “It is therefore vital that 
all bureaucrats and politicians, all these 
excellent chaps with their excellent paper 
qualifications, who are supposed to be the 
specialists of our highly specialised socie- 
ty, do not commit the elementary mistake 
of regarding our trade union leaders as no- 
thing more than errand boys — whose 
only job is to communicate to the ground 
what the experts have decided is good for 
them." 

Nair is a close ally of Lee. Sources here 
say that about a dozen of the 21 men who 
sit on the NTUC central committee — 
theoretically the movement's supreme 
body — signed a petition to Lee complain- 
ing about Lim. That Lee acted on the peti- 
tion has been seen by some as an indica- 
tion that he is not insensitive to political 
repercussions as he pushes policies aimed 
at advancing a new, university-educated 
elite to the top. 

Ong, who is Chinese-educated, is gen- 
erally seen as better at human relations 
than Lim. But he is himself a technocrat, 
trained as an architect and town planner. 
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understand a system requiring automatic 
dismissal of 30% of a class’ students with- 
out taking into consideration an indi- 
vidual's ability, even if his performance is 
low relative to that of his class colleagues. 
The medical student, for example, had an 
excellent record, but he still had to be 
dropped because of the quota. 

Some indignant parents and students 
have pleaded with the Education Ministry 
to reconsider decisions adversely affecting 
them, but the government has stood firm 
on the policy. Some schools have been 
permitted to establish their own schedules 
for dropping poor performers, but the 
ministrys total percentage figure must 
still be met by the end of the fourth year. 
The ministry points out that since the 
schools are initially permitted to enrol 
more students than are authorised, the at- 
trition rate works out at only 23%, 

The dilemma facing education au- 
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Ong: on the way up. 


And he is another second generation 
leader. Under him the policy of injecting 
technocrats into the unions will certainly 
be continued. 

Some old-guard unionists have argued 
that though the technocrats are wel- 
comed, they should function as “back- 
тоот boys” serving as advisers to elected 
union officials. But Ong has publicly as- 
sured the technocrats, who hold impor- 
tant appointed posts, that they could rise 
to the top once they were qualified and 
had gained the respect and confidence of 
the rank and file. 


he NTUC now has 68 affiliated unions 
with a total of 240,000 workers, bring- 
ing more than 95% of the country’s or- 
ganised labour under its umbrella. 
Rumours that Lim was on the way out 
had been circulating for some months, but 
the public reacted to the prime minister's 
announcement with surprise — not so 
much over Lim’s removal as over the way 
it was being effected. The local press pub- 
lished in full the letter from the prime 
minister to Lim. “In the past year I have 
sensed increasing disquiet among some of 
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demand for education, which has tome 





with rapid economic development, and at 
the same time maintain a high standard of 


education. There are now about 760,000 


students attending South Korean univer- 
sities, and enrolment is increasing at a rate 
of about 1095 annually. This year 670,000 
secondary-school graduates took state 
college-level entrance examinations and 
about 310,000 of them were admitted to 
universities. 

The Education Ministry’s mandatory 
dismissal policy was unveiled three years 
ago by Chun Doo Hwan, then an ambiti- 
ous army lieutenant-general with his 
sights fixed on the presidency. The policy 
was just part of an overhaul of the coun- 
try's education system which Chun in- 
itiated after seizing power in the wake of 
president Park Chung Hee's assassination 
in October 1979. 

Chun also banned the expensive prac- 


the older union leaders at the way in which 
the affairs of the NTUC were being con- 
ducted," it said. "They began to feel that 
important. decisions were being made 
without adequate consultation with them. 
If this is not corrected they will lose their 
sense of active participation in their own 
movement." 

Also published in full was a reply from 
Lim saying, “I am sorry that things have 
not worked out," and acknowledging that 
his “natural reticence” had made matters 
*unnecessarily difficult." 

Lee's letter also disclosed for the first 
time that the prime minister had informed 
Lim that Ong would be the new NTUC 
chief as early as last September. The letter 
revealed that at a meeting on April 8 with 
the NTUC central committee. (whose 
members are elected by secret ballot), the 
prime minister was “encouraged” by the 
committee's “ready acceptance" of Ong as 
Lim's successor. 

Lee has said in the past that in the party- 
union relationship, the party must prevail, 
and Ong's appointment is best understood 
in that light. The PAP is highly conscious 
of the labour movement's potential for po- 
litical unrest: In the late 1950s and early 
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were seeking top-quality 
because it was felt students from well-off 
families would have an unfair advantage 
over those from poorer families. The pri- 
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vate tuition fees ranged as high as - 


US$1,000 a month for a single student. 


The cost of higher education in South — 


Korea has risen rapidly in recent years, 


with one semester's tuition at a four-year - 


private college averaging about US$700. 
Admission fees, room and board ex- 
penses, book costs and incidental ex- 


penses are all extra. Less than a quarter of 
all students enrolled in colleges and uni- 


versities qualify for partial or full scholar- 
ships, making the financial burden heavy 
on nearly all Korean families with children 
at school. This is another reason parents 
object so strongly to a system which re- 
jects so large a proportion of students 
after so much money has already been in- 
vested in their futures. 





1960s, the party's control of Singapore 
was challenged by 
unions. But in spite of these lingering con- 
cerns, even veteran observers were sur- 
prised by the way Lim was shoved aside. 
Pointing to the delay since last Sep- 


tember, when Lim was told he had to ie a^ 
re 


columnist in The Sunday Times 
asked: “Are there other reasons for the re- 


moval than has been disclosed?" The pub- _ 


lic was told Lim had to finish some work 
before leaving. 

Another local newspaper quoted obser- 
vers as interpreting the publication of let- 
ters between Lee and Lim as a move to 
prevent “unnecessary” speculation. Other 
sources here believe the prime minister, 
who is known for his forceful style, wanted 
to show younger leaders just how tough 
the political arena can be and how 
humiliating the price of failure. These 
sources add that Lee could have arranged 
for Lim to be transferred gracefully to a 
ministry — but the prime minister chose 
not to. 

Sources familiar with Lim's role in the 
labour movement said that he had worked 
with vigour to implement what are gene- 
ally seen as the PAP's policies for the 
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be more responsive to workers’ needs. 
Some say the break-up also reflected 
the PAP’s desire to prevent unions from 
getting too powerful. Having sub-divided 
the omnibus unions, Lim moved on to the 
next stage of reform, which was to encour- 
A age house unions on the Japanese model. 


This restructuring was the specific task 
tainers Lim had been given on his appointment 
four years ago. 

In this task, one source here says, “Lim 
was in fact quite accessible to the rank and 
file, though it is true that in conversation 
he could be rather reticent.” According to 
this source, Lim was tireless, starting his 
working day at 7:30 a.m. 











B: Lim is not generally faulted for any 

lack of dedication. The technocrats he 
appointed, some of them on secondment 
from the civil service, answered directly to 
Lim and increasingly came to run the 
labour movement. But the rapidity of this 
change of leadership is what alienated the 

volder, elected unionists. “Lim cannot be 
blamed for the policy on technocrats," a 
source close to the NTUC says. “The 
question is whether he can be blamed for 
the way he implemented the policy." 

One old-guard leader, Ho See Beng, 
warned of the dangers of a reticent leader- 
ship style in the union movement. “People 
may think you are a snob or an intellectual 
elitist,” he said in an interview. Ho, who is 

_ executive secretary of the Singapore Port 
Workers Union and also a PAP MP, 
added that technocrats should not be 
“foisted” on elected leaders. “Anyone 
who is assigned to the NTUC should not 
be more equal than others. Otherwise 
problems will crop up again,” he said. Ho 
indicated confidence that Ong will be bet- 
ter at achieving a dialogue with the rank 
and file. “Ong should know what to do,” 
he added. 

When Ong assumes the NTUC post, he 
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AUSTRALIA 


... AND THE LIONS WILL LIE DOWN W. 


ITH THE LAMB 


Camelot in Canberra 


An economic round table is a triumph for Prime Minister Hawke 
as business and labour leaders display unusual harmony 


Ву Warwick Beutler 
Canberra: Norm Gallagher, the burly na- 
tional secretary of the Builders Labourers’ 
Federation, was released from Mel- 
bourne’s Pentridge prison — where he 
was serving a short sentence for contempt 
of court — only days before taking his seat 
as part of the trade-union delegation at a 
national economic summit called by Prime 
Minister Bob Hawke. Thus within the 
ace of less than a week, he rubbed 
shoulders with some of Australia’s more 
notorious criminals and exchanged jokes 
with the country’s business leaders at 
Government House in Canberra. At one 
reception, Gallagher is said to have re- 
marked: “There are more crooks here 
than there are in Pentridge.” The laughter 
which followed was genuine, indicative of 
a new-found understanding that has 
formed between the business community 
and union leaders like Gallagher. 

For four days, 98 participants sat in the 
sombre green House of Representatives 
chamber in Canberra, deliberating on the 
troubled Australian economy and chart- 
ing a course for recovery. The summit was 
the brainchild of Hawke, elected only five 
weeks earlier with a promise to hold the 
conference a key element in his election 
platform. But the idea had its genesis 
years ago, when Hawke was president of 
the powerful Australian Council of Trade 
Unions (ACTU). 

It was there that Hawke honed his skills 
as a negotiator. He was known as an in- 
dustrial “fireman” who would arrive on 
the scene at the 1 1th hour and solve crippl- 
ing strikes. His method was to call all par- 
ties involved in the dispute to a conference 
at which Hawke would discern the basic 
threads of agreement, then seek a con- 
ciliatory middle course. At all times in his 
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ACTU career, Hawke sought to steer 
union leaders away from direct confronta- 
tion with employers, convinced that con- 
frontation did not work. But he was never 
afraid to insist to the “bosses” that they 
would have to compromise too if they ex- 
pected to get a fair deal from the unions. 

Hawke's formula for settling industrial 
disputes rarely failed, and he was con- 
vinced that governments too could benefit 
from it. For years he had seen govern- 
ments make the mistake, as he saw it, of 
having inadequate discussions with all 
groups involved in a particular conflict. 
He had seen the futility of the confron- 
tationist industrial-relations policies of 
former prime minister Malcolm Fraser 
and firmly believed that consultation cost 
nothing. 


uring his time at the ACTU, Hawke es- 

tablished friendly relations with many 
of the corporate leaders with whom he 
negotiated. After taking office as prime 
minister, he drew up a list of 19 top 
businessmen and sent them invitations to 
the summit. To this he added the major in- 
dustry groups plus associations represent- 
ing everyone from farmers to bankers, re- 
tailers, lawyers and, representing the 
poor, the Council of Social Service. The 
entire executive of the ACTU was invited, 
as were representatives of the state gov- 
ernments. Businessmen who received in- 
vitations were flattered. Many who did 
not clamoured to get on the list, 

The day before the summit began, 
Hawke had already declared it a success. 
By contemporary Australian standards, it 
was. Hawke chaired the meeting through- 
out its four days, turning in his chair to lis- 
ten carefully to each of the speakers. Un- 
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markably high, with almost all delegates — 
glued to their seats for the duration of — — 
each day's speech-making. The subject — — 
might have been dry, but the interest did — 
not flag. 3 
The businessmen at the summit soon _ 
realised they had been out-manoeuvred — — 
by the unions. ACTU president Cliff _ 
Dolan and secretary Bill Kelty offered 
conciliation. They agreed that with un- - 
employment at 10%, workers could riot 
expect to see real wages maintained. They _ 
conceded that taxes might have to rise if - 
the government was to launch job-crea- 
tion schemes at a time of high budget de- | 
ficits. And the unions were speaking with _ 
one voice, something which the employers — 
appeared not to have expected. In reality, * 
the ACTU's concessions were not new. — — 
They were simply a reiteration of the de- — — 
tails of the prices-and-incomes accord 
negotiated between the ACTU and the 
Labor Party before the election. | 
Fraser then called the pact “a socialist 
manifesto” which was “a threat to the fab- 
ric of Australian society." But by the time — 
the communique was produced attheend — — 
of the summit, the most reactionary of _ 
Australia's businessmen had also firmly a 
embraced what Fraser considered а _ 
treacherous document. The accord con- — — 
ceded that while the unions insisted onthe — — 
maintenance of real wages, they recog- — 
nised that in a period of recession, this was _ 
a long-term objective. It also demanded _ 
that the former system of centralised — — 
wage-fixing, which the Fraser government ! 
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and the employers had caused to be aban- 
doned, should be re-instituted. х 

As тоге and more ACTU officials ex- 
pounded their new-found moderation, the 
employers, disunited and leaderless, _ 
realised they too would have to make con- — — 
cessions. A hastily arranged caucus re- _ 
sulted in the employers accepting а return — 
to centralised wage fixing. It was.clear the — 
conference was not going to achieve con- ~ 
sensus on what method of wage fixing — 
should be used, or the duration of the pre- —— 
sent wage freeze in Australia. So these 
were turned over to a conciliation andar- — — 
bitration commission to solve. К 

Although not. all employers меге 
impressed with the ACTU's concessions, — 
to most of them it came as a pleasant and 
long-overdue surprise that Australia’s _ 
unions were admitting that excessive wage — | 
rises had exacerbated the effects of there- — — 
cession, had squeezed profits and меге _ 
causing higher unemployment. The em-  — 
ployers pleaded with the unions to go — — 
further and commit themselves to an ex- “ 
tension of the wage freeze until the end of 
1983 with no large wage rises at the end. — 
But when the final communique ap- _ 
peared, there was no agreement on the 
duration of the pause. 

Only Queensland Premier Joh Bjelke- — 
Petersen refused to endorse the com- 5. 
munique. He told the businessmen they- 
were behaving like scared rabbits, and he 
had never seen “so many people so willing — 
to put their heads in a noose.” For his 
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intransigence, Bjelke-Petersen was 


warded by indignant constituents um j^ 


Brisbane radio stations to complain: “Joh 
has gone too far this time." This reaction 
might be an ominous portent considering 
the latest opinion polls showing the Labor 
Party only one percentage point behind 
Bjelke-Petersen's coalition in Queens- 
land, and with an election due before the 
end of the year. 

For Hawke, the summit was a triumph. 
The decisions reached were not particu- 
larly momentous. Indeed, the major visi- 


ble achievement was a re-affirmation of 


the prices-and-incomes accord, which the 
government was bound to implement in 
any case. But, as Hawke knew when he 
called it, the summit would have a huge 
psychological impact upon the particip- 
ants and the nation, simply because it had 
never before been attempted. Here was 
B. N. Kelman, general manager of CSR, 


One of the country's top 10 companies, ad- 


mitting publicly that he had discovered 
that the union bogeymen did not have 
horns after all. Here was Charlie Fitzgib- 
bon, a unionist of the extreme Left, de- 
fending employers against the charge that 
they had appeared at the summit as a 
“rabble.” 

It might have been expected that the use 
of the House of Representatives chamber 
for the summit would upset traditionalists 
who saw it as an assault on the parliamen- 
tary system. After all, the parliament 
elected on March 5 had not yet convened, 
and here was Hawke pre-empting it with 












Westminster style of ove f in Aus- 
tralia? 

Hawke had made clear his intentions 
four years ago, before he entered parlia- 
ment, when he expounded in a lecture 
series his view that people from outside 
the party political process could and 
should be allowed to serve the country in 
government. Hawke realises the impossi- 
bility of any early changes to Australia’s 
parliamentary system to accommodate 
the best features of American presidential 
government. But that has not stopped him 
from espousing the advantages of a mar- 
riage of the two. His chosen “parliamenta- 
rians" in this first experiment responded 
magnificently. 


he real parliament will not be as easy 
for him to manage. Nevertheless, as 
Hawke knows, Australia has long had 
executive government. Parliament has 
become irrelevant in the decision-making 
process. Governments have only needed 
to be wary when they have lacked a major- 
ity in the Senate, where conflict is more 
often created than solved. 

Hawke used the summit to lower expec- 
tations of an early economic recovery or 
any substantial reduction in unemploy- 
ment, warning that it would be almost im- 
possible to honour his election promise to 
create half a million new jobs over three 
years. He also secured the approval of the 








repudiating г е; 
election 1 romises. It seems that in 1 the 
sober light of the first weeks of govern- 
ment, Hawke is learning quickly about the 
politics of the possible. Indeed, members 
of the former Fraser government, includ- 
ing Fraser himself, complained that they 
could hear themselves talking when 
Hawke and his ministers spoke. 

While still enjoying his honeymoon 
with the electorate (and now an extended 
honeymoon as a result of the summit's 
success), Hawke has dramatically altered 
the Australian political landscape in the 
space of three months. The conservative, 
confrontationist policies of Fraser are well 
and truly buried, and with his promise to 
end divisiveness, Hawke has exploited an 
emotion which many people believed was 
not part of the Australian psyche. 

Hawke has come to power offering no- 
thing more than hope. Yet he is now em- 
braced by all sections of the society, in 
much the same way as perhaps the great- 
est Australian leader, John Curtin, was 
during the country’s gravest crisis, World 
War II. Hawke's healing process had a 
dramatic impact on the summit and on the 
nation. But only a courageous optimist 
would predict that the consensus will last 
in a country with such an appalling indus- 
trial-relations record. With the ink on the 
summit's communique still wet, building 
industry unions embarked on a campaign 
of stoppages in support of shorter working 
hours and a wage rise. fr] 





DIPLOMACY 


An eye on the mini-states 


Chinese Premier Zhao Ziyang endorses the Anzus 
treaty and hopes for better ties in the Pacific 


By Colin James 
Wellington: Officials and politicians here 
were slightly puzzled — but greatly 


pleased — that Chinese Premier Zhao 
Ziyang stopped first at New Zealand dur- 
ing his first Pacific tour since taking office. 
Part of the reason for Zhao’s gesture may 
lie with the fact that, by an accident of tim- 
ing, New Zealand Prime Minister Robert 
Muldoon was the first foreign leader to see 
the Chinese premier in Peking after his 
promotion and evidently made a good im- 
pression. 

A more significant factor, however, is 
likely to be New Zealand’s influence 
among the mini-states of the South Pacific 
at a time when the Soviet Union is seeking 
a wider and deeper presence in the region. 
The Chinese can only applaud New Zea- 
land's unremittingly hostile stance to- 
wards the expanding Soviet influence. 
This attitude on the part of Wellington is 
manifested on the domestic scene by the 
government's constant disparagement of 
the small Moscow-aligned Socialist Unity 
Party. Externally, New Zealand displays 
its geopolitical inclinations by vocifer- 


ously endorsing the Anzus military al- 
liance with the United States and Austra- 
lia. 

Despite China's current long list of dif- 
ferences with the US, Zhao endorsed 
Anzus during his visit here and said he 
hoped the treaty “will play a positive part 
in the maintenance of peace and stability 
in the Asian-Pacific region." He also said 
he hoped that relations between the 
Anzus partners would develop further, 
but he was not specific on this. 

In interviews, Zhao said New Zealand 
and China shared identical or similar 
views on many international issues. Both 
back the anti-Vietnamese coalition of 
Cambodian resistance groups set up last 
year, and China opposes suggestions by 
Australia, Zhao's next port of call, that it 
might resume humanitarian aid to Viet- 
nam. Zhao emphasised in New Zealand 
that the Democratic Kampuchea coalition 
government should be led by Prince Noro- 
dom Sihanouk and not by the much-re- 
viled Khmer Rouge leader, Pol Pot. 

On Taiwan, where New Zealand has 





Zhao: thanks to Muldoon. 


managed to avoid upsetting Peking in thc 
way that the US continues to do, Muldoon 
earned thanks from Zhao by promising 
New Zealand's support for China's bid for 
a seat on the Asian Development Bank. 
The one major point of friction betweer 
the two countries, namely China's pas! 
testing of long-range missiles in the 
Pacific, was smoothed over by an assur- 
ance from Zhao that China had “no new 
and specific" plans for missile tests. Zhac 
also said that the missiles that had beer 
tested had no nuclear warheads, and he 
also expressed support for a nuclear 
weapon-free zone in the South Pacific. 
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No other voice could describe a Rolex 
so beautifully. 


Кіп Te Kanawa gave her 
first public singing perform- 
ance at the age of fifteen to a 
¿local ladies’ committee in 

Auckland, New Zealand. 

Impressed they may have 
been, but none of those ladies 
could have realised they were 
listening to a girl destined 
to become one of the finest 
opera sopranos in the world. 

Her appearance fee was 
then a munificent £2.00. 

Today, after hearing her 
perform the role of Donna 
Elvira from “Don Giovanni” 
in Paris, or The Countess 
from “Le Nozze di Figaro” at 
Covent Garden, many critics 
have been moved to describe 
her voice as priceless. 

New York, London, Paris, Milan — w where ver 
this truly international star performs, audiences 
respond with standing ovations. Anda film of Don 
Giovanni starring Kiri as Elvira directed by 
Joseph Losey is another huge success. 

"Lowe a lot to my basic technique,” she says. 
“My early training and the way in which my voice 
has developed means I can usually sing my way 








through colds and sore throats 
without any problems ... in 
fact anything short of laryn- 
gitis and tonsillitis combined! 
And, of course, consistency of 
performance is extremely 
important. 

“That can make or break 
your reputation.” 

Given her opinions, it is 
therefore very gratifying to 
note Кіп Te Kanawa’ choice 
of wristwatch. 

A gold Rolex Oyster Lady- 
Datejust. “Simply marvel- 
lous,” she says. 

“In all the years Гуе had 
the watch its never gone off 
key andit never been ill. And 
Iknow how hardit is to always 
m. p] SN be 100 percent. 

"Every day, wherever lam, I spendat least an 
hour singing part of a róle just to keep my voice at 
its best. So I can really appreciate the time, skill 
and effort that goes into something so beautiful 
and so precise as this watch.” 

Kiri Te Kanawaand her Rolex Lady-Datejust. 

No other voice could have put it {у 


quite so beautifully. 
ROLEX 


of Geneva 
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The Rolex Lady-Datejust Chronometer, Available in 18ct. gold with matching bracelet. 


Planning to divest o 
The Morgan Bank know: 


Are you a multinational company seeking to divest a division 
that doesn’t fit your strategy? Or to expand through acquisition 
or merger? Then put the special resources and contacts of 
Morgan’s Mergers and Acquisitions Department to work. With 
our international client base, long experience in M&A work, 
and global network of financial analysts, we can identify and 
put together buyers and sellers, anywhere in the world. 


The most important mergers, 
acquisitions, and divestitures in 
the 1980s have involved multina- 
tional companies. Nearly all are 
Morgan banking clients. Many of 
the transactions themselves are 
international, with either buyer 
or seller headquartered in 
another country. 

These companies frequently 
look to us for assistance in their 
purchase or disposal of busi- 
nesses. Think of the advantages 
and opportunities this gives you 
as a potential seller or buyer 
when you work with Morgan. 
We know these companies and 
understand their criteria. We !] 
know what they're looking for. | 

Of course, Morgan fully pro- | 
tects each client's confidential 
information and interests. We've 
set up internal controls to ensure 
strict secrecy of M&A assign- 
ments— from the first contact to 
the final handshake. 

Unique research resources 
Morgan offers another key advan- 


tage—our Financial Analysis 
Department. Staffed with more 
than 100 professional analysts in 
15 countries, it’s one of the larg- 
est, most experienced research 
teams in the world. 

These professionals understand 
financial planning and strategies. 
They specialize in key industries. 
They are completely at home in 
the countries they operate in, and 


Morgan clients also have the 
added value of our extensive in- 


Shown in New York are David Cromwell, left, who 
is the head of The Morgan Bank's M&A Department, 
and Horace Andrews, head of Financial Analysis. 





know politics and economics there. 


ternational electronic library that 
allows analysis of the current 
names, locations, industry, and 
specific acquisition or divestiture 
intentions of thousands of public 
and private companies worldwide. 
Morgan works for you 
We offer a total advisory capabil- 
ity to help you thread your way 
through the maze of modern 
M&A requirements. You can use 
all our services, or any part of 
them. Defining your criteria. Pre- 
paring industry studies. Identify- 
ing, screening, and approaching 
possible partners. Establishing 
values. Helping negotiate price 
and structure. Working with your 
legal counsel and accountants. 
Closing the deal. 

We can also give an objective 
opinion about the fairness of a 
transaction from a financial point 
of view. And we can advise on or 
arrange acquisition financing. 

$20 million to $2.5 billion 
Merger, acquisition, and divesti- 
ture work has been a Morgan 
specialty since 1968. We've devel- 
oped special expertise in corporate 
divestitures, transactions involv- 
ing purchase or sale of banks, and 
international deals. Our volume 
of M&A business, on transactions 
from $20 million to $2.5 billion, 
has tripled in the last three years. 
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Among Morgan officers who handle merger and acquisition assignments in 
Asia are, from left, Peter Rugg, Maurice Bonham-Carter, and Andreas Prindl 


Mobilize Morgan's unique by the nature and complexity of ^ Company, 23 Wall Street, New 
resources for your company. You the assignment. York, NY 10015, or Andreas Prindl, 
don't have to be a Morgan bank- For more detailed information, Vice President, Morgan Guaranty 
ing client. We're paid by fee — write to Peter Rugg. Vice Presi- Trust Company, 1 Angel Court, 
agreed on in advance and defined dent, Morgan Guaranty Trust London EC2R 7AE. 


The Morgan Bank 


FIRST. WE CHANGED OUR NAME FROM SIRIUS TO VICTOR. 
THEN, 
WE MADE VICTOR AN EVEN MORE OUTSTANDING VALUE. 


LEADERSHIP. Sirius became Europe's 
most popular 16-bit microcomputer by offering 
unmatched performance at an unmatched price. 

With our name change to Victor, we ve actually 
increased performance and lowered the price*. 
Worldwide. 

That lower price still includes our powerful 
16-bit desktop microcomputer, an adjustable 
screen monitor, a detached keyboard tailored 
to both your language and country, two 
operating systems... and more. 128000 
characters of main memory (expanda- 
ble to almost a million). 1.2 million 
characters of disk storage (expandable 
to 11.2 million). 

Victor is the system that's big enough 
for big business, yet alfordable enough for 
small businesses. 


THE VICTOR NAME. Vor 66 years, 


the Victor name has been a synonym for the 


VICTOR, THE 
ADVANCED 16 BIT 
MICROCOMPUTER. 
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highest quality business, office and profes- etme 07 d N аш 
sional machines. When Sirius acquired Victor in 


order to better manage our worldwide growth, 
we retained the Victor name and, our philosophy: 
offer the best price to performance ratio in the 
business. 

That’s just what you get with Victor Micro- 
computer systems. 


UNMATCHED PERFORMANCE. A 
our new prices, you might expect compromises. We 
didn't compromise. Not in the computer. Not in the 
friendly and highly useable business software we 
offer. 

Victor unique combination of hardware and 
software provides you with a working environment 
that’s as enjoyable as it is productive. Even if 
you're not a computer expert. 


ASK FOR A DEMONSTRATION. The 
best way to see how powerful, friendly and econom- 
ical a Victor can be, is to try it yourself. Hands on. 

Try business programs that not only speak the 
language of business; but yours. 

Ask about programs that fit your specific busi- 
ness: Accounting. Word processing. Electronic 
planning and forecasting. Graphs and charts. There 
are hundreds of programs available. Programs that 
turn vour Victor computer into what may well be 
your most economical business productivity tool. 


il 


FOR MORE INFORMATION AND THE NAME OF YOUR NEAREST DISTRIBUTOR OR DEALER, CALL 
VICTOR TECHNOLOGY INC. 380 EL PUEBLO ROAD, SCOOTS VALLEY, CA 95 066. (408) 438.66.80. 
VICTOR TECHNOLOGY EUROPE. NINOOFSESTEENWEG 71. 1750 SCHEPDAAL. BELGIQUE. (2) 569.55.00 


* The price may vary according to the local market. Typical price is $ 4000 (US) ex VAT 


JAPAN 


The art of the impossible 


Elections this year will delay policy decisions and raise 
many uncertainties — including Premier Nakasone's future 


By Mike Tharp 

Tokyo: Hf politics is the art of the possible, 
Japanese politics should prove very artis- 
tic for the rest of this year. Many things 
seem possible, including a change of 
prime ministers, and the fluid course of 
events could delay or affect some policies 
later in 1983. As usual, there will not be 
any major change in the conservative 
make-up of the government that has ruled 
Japan for most of its post-war history. 

However, the conservatives themselves 
within the Liberal Democratic Party 
(LDP) are perhaps more divided than 
they have ever been. Customarily, the in- 
fighting among LDP factions subsides be- 
fore any election, as they close ranks 
against the opposition. But this appears 
more difficult now. for the LDP, and the 
party is almost certain to lose some seats in 
June voting for the upper house of the 
Diet, or parliament. There is also wide- 
spread expectation that Prime Minister 
Yasuhiro Nakasone will dissolve the lower 
house and call a general election along 
with the upper house balloting — a so- 
called double election. 

All this would have little interest out- 
side Japan except that politics in the 
world's third most populous democracy 
now shapes policy much more than it has 
in the past. What the Japanese Govern- 
ment decides to do about defence capabil- 
ity or foreign aid, for instance, now de- 
pends as much on politicians as on the 
bureaucrats who have historically 
fashioned such decisions. 

“I don't think [the bureaucracy] makes 
all the important and fundamental deci- 
sions — do you recognise China and, if so, 
how fast? do you boycott the Olympics?" 
said Gerald Curtis, a professor at Colum- 
bia University in New York who has writ- 
ten books on Japanese politics. “These 
are not bureaucratic decisions. They are 
made by the politicians. And in the end, 
the really critical decisions have to be 
made by the politicians." 

Japan's political picture is further com- 
plicated this year by several other factors. 
One is that for the first time in 12 years, 
upper house and unified local elections 
occur during the same year. Another fac- 
tor is the new method of electing upper 
house members. In the past, Japanese 
voters marked their ballot paper for indi- 
vidual candidates, but this time they will 
vote for someone aligned with a specific 
party. 

Analysts expect campaigns to become 
much more oriented toward parties, and 
they anticipate more partisan efforts by 
politicians than previously. The LDP 
should benefit most from the new system, 
since various opposition parties will find it 
hard to bury their differences in order to 
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support one candidate against the ruling 
party's superior organisation. 

A third major influence this year is the 
role of. Nakasone. Public opinion polls 
conducted by Japanese newspapers report 
a steady erosion in the prime minister's 
popularity — which is standard in Japan. 
But he is clearly the most controversial 
politician to hold Japan's highest elected 
post in many years. Nakasone's personal 
and diplomatic gains in Washington and 
Seoul earlier this year have long since 
been offset by damaging criticism at 
home. He has gone to ground in recent 
weeks, tempering the hawkish tone of his 
remarks on defence and trying to become 
more of a team player on sensitive issues. 

Shadowing all these events is the loom- 
ing presence of Japan's most powerful 


Tanaka: casting a long shadow. 


politician, former prime minister Kakuei 
Tanaka. The 64-year-old kingmaker con- 
trols the LDP's largest faction despite his 
seven-year trial on charges of taking ¥500 
million (US$2.1 million) in bribes to pro- 
mote the sale of Lockheed Aircraft Corp. 
jets in Japan during the early 1970s. As the 
LDP’s main power broker, Tanaka helped 
both Nakasone and his predecessor, 
Zenko Suzuki, achieve and keep the party 
presidency — and with it the premiership. 


verdict in Tanaka's case is expected in 

October or November. Even his sup- 
porters are steeling themselves for a guilty 
verdict, but they have also let it be known 
they favour an early dissolution of the 
lower house and a double election in June. 
Tanaka faction members reason that a 
double election would spur voter turnout, 
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improving the LDP's performance. They 
also want a lower house election before 
their leader's legal fate becomes known, 
so they can capitalise on any gains, the 
better to defend Tanaka's political future 
if he is found guilty. 

Tanaka is.a lightning-rod for most of the 
opposition political parties and for three 
major factions within the LDP that op- 
pose Nakasone. The opposition, which 
has been increasingly ineffectual because 
of bickering and a lack of realistic policy 
options, attacks the ruling party for its 
myopia in “political morality.” That is a 
code phrase for Tanaka and his behind- 
the-scenes influence on the party. Within 
the LDP, factions headed by Suzuki and 
Kiichi Miyazawa, ex-premier Takeo 
Fukuda and would-be premier Toshio 
Komoto are pressuring Nakasone not to 
hold double elections because they want 
to blame him for any decline in the party's 
fortunes. They hope he would resign to 
take responsibility for any poor showing. 

Nakasone is guarded as to whether he 
will dissolve the lower house. He has been 
trying to distance himself from Tanaka, 
but there are limits to how far he can go. 
“He is moving every way, every day,” said 
Ro Ratanabe, a lower-house member of 
the Democratic Socialist Party. 

Informed political sources suggest 
Nakasone is leaning towards a double 
election, and he could announce his inten- 
tion as early as May 10, the last day of his 
scheduled tour of Southeast Asia. 
Yasuhau Okino, a professor at Niigata 
University, believes if a double election is 
held in June, the LDP would lose a sub- 
stantial number of lower house seats — as 
many as 15 or 20, though the party would 
maintain its upper house total. In the 1980 
lower-house election, the LDP won 286 
seats in the 511-member body, compared 
to only 107 for the second-largest party, 
the Japan Socialist Party (JSP). 

Few analysts expect the LDP to repeat 
that unusually strong performance, but 
neither do they expect the party to lose its 
Diet majority. At worst, the LDP could 
lose control of some of the parliamentary 
committees where it now holds numerical 
advantage over the combined opposition 
members. A February survey by Yomiuri 
Shimbun, Japan's largest daily news- 
paper, showed that 51% of respondents 
preferred the LDP, while only 16% 
backed the JSP. 

Because MPs’ attention will be focused 
on their own campaigns in the coming 
weeks, many pending issues of interest 
outside Japan will be temporarily shelved. 
Japan's trading partners, for instance, 
should not expect much progress on 
negotiations to expand import quotas on 
beef and citrus products. Budget deficits 
and substantive steps to stimulate the 
domestic economy are other areas that 
will receive short shrift until after the poll. 

Nakasone himself can enhance his poli- 
tical standing at home if he succeeds in av- 
oiding major gaffes during his Asean trip 
and. his visit to Williamsburg for the 
economic summit of advanced nations. 
Nakasone was the last of the old guard of 
Japanese politicians who had not yet been 
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fooled ‘few! of his citizens, but: many of 
them seem to like his leadership image: 
Moreover, currently there does not 
seem to be a serious. rival to Nakasone for 
the party presidency and premiership. 
Miyazawa, who has held various ministe- 
rial and party posts over the years, is try- 
ing to consolidate his power base within 
the Suzuki faction; but he remains an out- 
der even within that group: Neither does 
enjoy the support of Tanaka, who те- 
gards Miyazawa as the kind of intellectual 
elitist he spent years combating on his way 
‘the prime minister's office. 

One scenario outlined by a lower-house 
ember has the LDP and opposition par- 
ties forging a consensus in mid-May on a 
double election. All parties are worried 

bout money for campaigning, and they 

conclude that they get more out of 

t limited funds by staging the double 

tion. If Nakasone does not dissolve 

he lower house in June; the next logical 

moment to йо so would be after the 
anaka judgment. 

It is probable that the political land- 

ape in Japan will become even more 

infusing before clear trends emerge. Ja- 
panese politics is also influenced by inter- 
national developments beyond the control 
Of. any faction. Nevertheless, most 
nalysts believe Nakasone will remain in 
ffice for at least the rest of the year, sur- 
viving with the ràw but effective political 
instincts that have guided him for four de- 
cades. - : 
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: | There are signs that Kim Jang T son nof North Korea’s y president, 
| is preparing to assume authority i in the not-too-distant future 


By Mike Tharp 


Tokyo: At a recent dam dedication out- 
side. Pyongyang. North Korea, President 
Kim Н Sung and his son; Kim Jong H, 
posed in the forefront of a photograph re- 
cording the ceremony. Both men wore 
topcoats, the only officials to do so: 
Foreign dignitaries’ visiting the North's 
capital, Pyongyang, now routinely toast 
both men at formal banquets. Young Kim 
has also jockeyed to No. 2 in the queue for 
introductions at public ceremonies, ahead 
of two older officials. 

From such cryptic clues is information 
about North Korea gleaned. And recent 
hagiographic signs indicate that North 
Korea is preparing soon to designate Kim 
Jong I as the official successor to Kim Il 
Sung as president. North Korean sources 
in Tokyo confirm there has been no offi- 
cial anointment of the 41-year-old politi- 
cal heir, but one soufce says the view is 


“very strong" in Pyongyang that the son. 


will.assume his father's mantle. 

: North Korea is now at something ofa 
turning point, making the succession issue 
more important than it has been.in the 
past. The country has become increasingly 
frustrated in its Third-World diplomatic 
contest against. South. 'Korea. Seoul will 
host a meeting of the International Par- 
liamentarians Union this year, the Asian 
Games in 1986 and the olympia in 1988. 


1e law of the whip 


Hundreds are flogged for their participation in sectarian 
\ iolence i in Karachi between Shias and Sunnis . 


By John Fullerton 
Islamabad: President Zia-ul Haq's mili- 
tary government, committed to the pro- 
essive Islamisation of Pakistan, has 
ken firm action against rival Muslim 
groups engaged in yet another spate of 
{апап violence. Following the convic- 
tion of 243 rival Shia and Sunni Muslims in 
a military court for offences linked to the 
violence, at least 44 people, including 
teenagers, were whipped for their crimes 
in athree-hour session in Karachi’s central 
prison. It was believed to have been the 
` largest single flogging ever carried out. in 
"the country. 


The same day, troops armed with au- 


tomatic weapons and“ Karachi police 
armed with batons halted a march of 
about 2,000 minority Shias who defied 


their leaders’ cancellation of a demonstra- 


tion in the strife-torn Liagatabad sector of 





the city. The protest was to have involved 
as many as 100,000 people. 

Liaqatabad, ‘with its 700,000. mainly 
Sunni Muslims, has suffered mob violence 
since late January, when a dispute broke 
out between the rival sects over a mosque, 
which was subsequently taken over by the 
government and turned into а. health 
centre. As many as 24 people have been 


killed and several hundred more injured | 


in subsequent sporadic riots which: have 
also left dozens of shops, banks and religi- 
ous places of worship damaged or burned. 
For nine days, until February 28, а mili- 


aimed at restoring law and order. 


‘On February 22, five people reportedly ; 
died in the. violence and 37 others were- 
said to have been injured. During the fol- - 
lowing week another 42 people were hurt 








Depressed world- commodity prices 
have dampened an economic recovery in 
North Korea, and its reliability as, a.trad- 
ing. partner remains tarnished Бу its 
periodic rescheduling of foreign debts, es- 
timated at US$2-3 billion. Pyongyang 
would also like very much to improve rela- 
tions with Japan and the United States. 
The succession will affect all these. 

Kim Jong Hs ‘succession, though ex- 
pected for years, would have wide- -ranging 
repercussions: But while it is premature to 
speculate on substantive policy shifts that 
might occur in North Korea after a leader- 
ship change, it is clear there would be dif- 
ferences between the old: and пем, re- 
gimes. Like any new leader, Kim Jong Il 
can be expected to remain close to basic 
national. directions while trying to leave 
his distinctive stamp on pólicy. He must 
carry onhis father's work — and keep Kim 
Il Sung's support as long as he lives — but 
the younger man must prove himself. 

The son has been groomed for years to 
succeed Kim I] Sung, and many North 
Korea watchers thought the formal inves- 
titure would happen last year on April 15, 
the president's 70th birthday. That did not 
happen, nor was Jong 1l appointed vice- 
chairman of the Korean Workers Party 
Congress, fuelling speculation that there 


° was internal resistance to a Kim dynasty. 


Authorities appealed to the country's cen- 
sored press not to publicise the violence, 
hoping.to stop the disturbances from 
spreading:to other areas where there are 
strong Shia communities, such as in Pun- 
jab and North-West Frontier Province. 
Oné member of the Federal Advisory 
Council said at a press conference in Feb- 
ruary that “vested interests" and “foreign 
agents" were involved in thé violence be- 
tween the majority Sunnis and the Shias, 
who account for about 15% of Pakistan's 
85 million Muslims.: There were uncon- 
firmed reports then that a member of the 
Iranian Consulate's. staff in Karachi was 
recalled to Teheran, allegedly for having 
become involved in local affairs. 
Sunni-Shia clashes are not infrequent in 
Pakistan, but the duration and intensity of 
the recent troubles have been of consider- 
able concern to the government, which is 
slowly but steadily implementing policies 
aimed at turning the nation into an Islamic 


| state. 
‘tary curfew was imposed in Liagatabad {i 


The sectarian riots have. brought home 


| to many Pakistanis the difficulties of Is- 


lamisation. Media. attention on how а 


‚ “goad” Muslim should live — whether he 


must grow à ‘beard, how he should cut a 
whether he may eat eggs for 
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ents were believed to be the old 
guard who fought with Kim ЇЇ Sung as 
guerillas against the Japanese in the 1930s 
and during World War II. An equally 
plausible explanation was that the elder 
Kim ‘wanted to remain in power longer 
and that there was no need to push Jong 
Il's candidacy since he already had be- 
come the second most powerful figure in 
North Korea. 

Recent events suggest North Korea has 
moved even closer to naming the son to 
succeed his father. Kim Jong Il's name and 
picture have begun to appear much more 
frequently in the government-controlled 
press and broadcasts, In the late 1970s and 
into the early 1980s, he was seldom men- 
tioned by name and only occasionally by 
one of his code names, such as the “Party 
Centre." 


n Japan, The Peoples' Korea, an Eng- 
lish-language weekly published by a pro- 
Pyongyang Korean residents’ association, 
carried an unusual editorial in April celeb- 
rating Kim Il Sung's 71st birthday: “Mr 
Kim Jong Il became the great successor to 
the revolutionary cause of Juche [self-re- 
liance], which was started almost half a 
century ago, as he has proved unrivalledly 
brilliant in theory and practice and par- 
ticularly in loyalty of Juche. The Korean 
people are faithful to Mr Kim Jong Il as 
they have been faithful to the great 
leader." Such explicit mention of Kim 
Jong 11 would almost certainly have had 
some form of imprimatur from the North. 
Kim ЇЇ Sung is said to have told a recent 
delegation of Chinese Communist Party 
officials that it was better for a leader, 
when he reaches the age of 65, to allow the 
younger generation a chance to lead. 
Two recent personnel changes in the 


breakfast — has given the issue consider- 
able prominence. 

Zia’s difficulty is that he is surrounded 
by competing and often contradictory in- 
terpretations of Islam promoted by lob- 
bies and pressure groups he cannot afford 
to alienate. Jamaat-i-Islami Pakistan, a 
Muslim political movement, seeks radical 
Islamic measures. Its well-armed youth 
wing forms a powerful constituency in 
many of Pakistan’s 20 universities. The 
mullahs, or parish priests, are influential 
but many of their ideas are considered by 
the ulema, or religious scholars, to be pre- 
Islamic in character. Pakistan's Muslims 
also follow several dozen wealthy and 
land-owning pirs, or saints — most of 
whom regard any radical change in the 
status quo with suspicion. 

Zia's own backers — the army, police 
and civil bureaucracy — are fashioned 
largely in the 19th-century, liberal mould 
of Islam, which is very much at odds with 
the policies its followers are charged to im- 
plement. Islamisation could produce 
more problems than it solves as Zia pre- 
pares to unveil his “Islamic framework" 
for the country's future later this year. 
This concern lies at the root of the present 
tense atmosphere. 
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The Kims passing the mantle 


North also point to a consolidation of Kim 
Jong II's authority. In January, Rim Chun 
Chu was appointed vice-president, replac- 
ing the late Kang Rang Uk, who died that 
month. Rim is a faithful member of the 
Korea Workers Party, Kim Jong Hs 
power base, while Kang was one of the 
few senior officials to belong to the Social 
Democratic Party. Then in early April, 
Yang Hyong Sop was named chairman 
of the Supreme People’s Assembly, re- 
placing Hwang Jang Yop. The new chair- 
man is the husband of Kim Il Sung's 


сасон ay 


SANDER з 
niece, further. 
It is not clear how North Korea’ s 0 


major allies, the Soviet Union and China, 


view Kim Jong I's succession. North 
Korea watchers in Tokyo believe Chinese 
leaders gave their tacit blessing to succes- 
sion when Kim Il Sung toured Peking last 
September. Some even venture that the 
approval came as part of a deal, with Kim 
agreeing not to invade South Korea. 

Soviet acceptance is generally regarded as 
much more grudging, with the Soviets 
mainly intent on preventing Chinese influ- 
ence spreading in Pyongyang at Moscow's 
expense. 

One clue as to the true feelings of both 
China and the Soviet Union may be seen 
from receptions held in Japan in February 
by pro-Pyongyang groups to celebrate 
Kim Jong I's birthday. Neither big-power 
ambassador in Japan attended the cere- 
monies. The Soviets sent a minister, the 
Chinese a counsellor. Lower-ranked offi- 
cials also attended, some of them reluc- 
tantly. 

With all the portents aligning them- 
selves in Pyongyang, the crucial issue be- 
comes timing. Any resistance to Kim Jong 
Il stems from the dynastic nature of his as- 
cendancy, North Korean experts in Tokyo 
theorise, rather than from support for any 


ый 


other leader. But a timetable is difficult to _ 


determine with any precision. As one 
North Korea watcher puts it: "Nobody 
outside North Korea knows that, and no- 
body knows in North Korea — except Kim 
Il Sung and his son.” Qa 
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FOREIGN RELATIONS © 


A thaw in Siberia 


2. " » 


Peking and Moscow appear anxious to improve ties, and 
resumed cross-border trade is a sign of progress 


By Nayan Chanda 


T Chinese attempt to encourage 
Soviet pressure on Vietnam as a pre- 
condition for normalisation, which was 
evident in the second round of talks in 
Moscow in March, has not been success- 
ful. But propaganda from both countries 
on the Cambodia question now shows 
some restraint — indicating a desire on 
both sides to work towards improving the 
atmosphere even if there is no agreement 
in sight. 

For the first time since the beginning of 
the Sino-Soviet talks last October, Hanoi 
has publicly thanked the Soviet Union for 
refusing to discuss the Cambodia question 
with China — thus indicating a new reas- 
surance from Moscow. An article head- 
lined “Evil tricks of hegemonist diplo- 
macy,” published on March 29 in the Viet- 


"namese party daily, Nhan Dan, criticised 


China for trying to pressure the Soviet 


- Union to “harm the interests of . . . Viet- 


nam" as a condition for normalising rela- 
tions. But the Soviet side has resolutely 
turned down China's unreasonable de- 
mand, the article noted. It added: “We 
warmly welcome this correct stand of the 
Soviet Union and its righteous attitude re- 
garding this matter.” Since the late Soviet 
president Leonid Brezhnev’s March 1982 
proposal for normalisation with China 
(Review, Арг. 2, '82) and particularly 
since the beginning of the Sino-Soviet 
talks — in which China made the with- 
drawal of Soviet support from the Viet- 
namese policy in Cambodia a pre-condi- 
tion for normalisation — Hanoi has shown 
signs of nervousness. 

This anxiety was suggested in public 
statements: by Vietnamese President 
Truong Chinh and party secretary-general 
Le Duan during their visit to Moscow late 
last year. In an authoritative article last 
November in the Vietnamese party's 
theoretical organ, Tap Chi Cong San, 
Hanoi denounced the Chinese manoeuvre 
to separate Vietnam from the Soviet 
Union by raising the Cambodia issue at 
the normalisation talks. The article made 
pointed reference to how Vietnam was 
used as merchandise in a Chinese attempt 
to normalise relations with the United 
States and said that the Soviet Union 
*would have to reject" the Chinese de- 
mand. In that article, as well as in later 
comments prior to the publication of the 
Nhan Dan article on March 29, Hanoi had 
not said clearly whether the Soviets had 
turned down the Chinese demand. 

Although China has avoided. public 
comment on the outcome of the second 
round of talks, other than calling it *frank 
and calm," there have been ample hints of 
a negative Soviet response on the subject 
of Cambodia. A Xinhua newsagency com- 


mentary on March 5, four days after the 
beginning of the talks, criticised Moscow 
for its public refusal to engage in a discus- 
sion on questions involving a third coun- 
try. 
It argued that the Soviet-supported 
Vietnamese occupation of Cambodia 
threatened China’s security and was thus a 
legitimate subject of discussion. The arti- 
cle also reminded Moscow that between 
1959 and 1977 it had held talks with the US 
involving third countries. Independent 
analysts believe China's public airing of 
these arguments was indicative of a lack of 
progress in the talks. 

Briefing an Asean government about 


Kapitsa: significant improvement. 


the second round of talks, Peking said the 
Soviets have refused to discuss issues in- 
volving third countries such as Cambodia. 
Nevertheless, the Chinese side has pre- 
sented its views on Cambodia and told the 
Soviets that “the Vietnamese wish to pull 
the Soviet Union into a deeper involve- 
ment in a deteriorating situation.” Putting 
a halt to this was in the Soviet interest as 
well in the interests of Sino-Soviet nor- 
malisation, it was added. 


W estern diplomatic sources monitoring 
the progress of the Sino-Soviet talks 
said that in response to the Chinese demand 
for the withdrawal of Soviet troops from 
the Sino-Mongolian border, Moscow has 
urged China to talk directly with Mon- 
golia. The Soviets have reminded China 
that in 1981 Mongolian President Yum- 
jaagiyn Tsedenbal had proposed a non-ag- 
gression treaty. Commenting on this prop- 
osal, Chinese sources termed it a mockery 
because the Mongolian regime “is nothing 
but a puppet of the Soviets” and unworthy 
of being a negotiating partner. The 

















isation at a time wh 
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golian authorities have stepped up “dis- 
criminatory measures” against Chinese 
immigrants in Mongolia. According to 
Chinese sources, late last year nearly a 
third of the immigrant Chinese population 
in Ulan Bator was forcibly resettled in the 
northern part of the country bordering the 
Soviet Union on the grounds that they did 
not have any fixed employment. Peking 
has reportedly been seeking clarification 
about the move from the Mongolian Gov- 
ernment. 

Despite an apparent lack of progress on 
resolving the three obstacles mentioned 
by China — Soviet support for Vietnam in 
Cambodia, the Soviet military presence in 
Afghanistan and the deployment of troops 
along the Sino-Soviet and Sino-Mongo- 
lian borders — state-level relations be- 
tween the two have improved. The annual 
bilateral trade agreement for 1983 signed 
in Moscow on March 10 projected а mas- 
sive 175% increase over the previous year 
(Review, Mar. 24). Border trade, stop- 
ped since the early 1970s, has been re- 
sumed; a student exchange programme 
has also been revived. 

One impact of the improved Sino- 
Soviet relations is being felt in the Siberian 
port of Nakhodka, where tinned Chinese 
pork and vegetables have reappeared in 
the shops. Asian diplomatic sources re- 
ported that the first consignment of 
Chinese goods sold like wild fire. 

While the increase in trade and cultural 
contacts is being noted, of greater long- 
term significance are the quiet steps taken 
towards normalisation of party-to-party 
relations with the Soviet bloc countries. 
Unlike Moscow, which has publicly pro- 
claimed China to be a socialist state, Pe- 
king still refuses to confer the same acco- 
lade on the Soviet: Union. The refusal, 
sources close to Peking say, is not due to 
any ideological consideration but to Mos- 
cow's maintenance of troops outside its 
frontiers and its pursuit of what China views 
as a hegemonistic policy. Since China now 
reckons that the communist party of each 
country is free to choose its own strategy 
and that there is no international com- 
munist centre to direct revolution, it has 
normalised relations with West European 
communist parties — which were earlier 
considered to be revisionist. According to 
sources, China is preparing in step-by-step 
fashion to restore party relations with the 
Soviet bloc countries. 

Upon the death earlier this year of Xiao 
San, a veteran Chinese communist leader, 
Moscow. allowed his son (born of Xiao's 
German wife) to visit Peking. The Soviet 
Ambassador I. S. Shcherbakov attended 
the funeral ceremony and sent a wreath on 
behalf of the Soviet Union. In February, a 
group of East German journalists, who 
also hold party positions, visited China as 
the personal guests of the East German 
ambassador, but during their travels in 
China they were received by officials of 
the Youth League — a sort of junior com- 
munist party. Sources say that by holding 
talks with Moscow, China has helped to 
remove the inhibition of the Soviet-bloc 


APRIL 28, 1983 e FAR EASTERN ECONOMIC REVIEW 






























































countries now. would 
`` Moscow to change its posture. - | 

In his talks with Japanese officials in 
Tokyo, Soviet. Deputy Foreign Minister 
Mikhail Kapitsa (who is expected to lead 
the Soviet side in the third round of Sino- 
‘Soviet talks in October) reported a signifi- 
cant improvemen -Soviet rela- 
tions. To underline this point, he even sur- 
prised the Japane: g that Mos- 
cow has no objection to an increased Ja- 
panese cooperation Chi 















AS in their public statements the 
Soviets appear a little more optimistic 
than China about the prospects of nor- 


malisation, both say that the talks are only. 


the beginning of along process. Neverthe- 
less, the effect of this ۲١ 





















ee forces 
sean" — in that 
der flare-up, 
inspicuously si- 
the Cambodia 


king, "Washington 
in some countrie: 
order — for the recen 
Soviet commentaries: 
lent about China’s role 
conflict. In а typica 
said on April 8 that the “gangs whose 
elimination is the concern of the Kampuc- 
‘hean armed. forces: receivé- instructors, 
weapons, food. and: political support. first 
and foremost from the United States.” 
This is a surprising conclusion.in view of 
the well-publicised-Chinese- military sup- 
port for the Khmer Rouge and the non- 
communist resistance groups. 

Although Chinese commentaries have 
not fully reciprocated Moscow’s restraint, 








they have considerably toned down criti-. 





cism of Soviet policy. A People's Daily 
commentary on April 9 condemning “bra- 
zen Vietnamese infringement of Thai ter- 
Titory" sarcastically noted Kapitsa's re- 
ported guarantee.in February that Viet- 


nam would not make i incursions into Thai? 


. territory. “The facts prove,” the paper 


said, “that all the sweet words of the Viet- ` 


namese authorities and their backers re- 
garding Vietnam’s desire to live in peace 
_ with Asean states are sheer humbug.” 
The Chinese criticism of the Soviet 
Union is noticeably.mild compared to its 
blast at Moscow oma similar occasion in 
mid-1980. Peking then unfailingly pointed 
ut that Vietnam's armed aggression in 
„Indochina and Thailand was “committed 
at the instigation and with the support of 
‘u е Soviet Union.” While making tactical 
um adjustments to its propaganda, Peking re- 
г mains suspicious of Soviet intentions. 

‘On April 8 a Uighur-language broad- 
cast of Radio Tashkent recalled how, in 
с. the last century, the Chinese suppression 
of Tong'an people in Gansu and Shanxi 
provinces forced them to move to Xin- 
Jiang. The broadcast concluded that strug- 
gle for. liberation. “against the cruel 
Chinese ruler" 





ss is being feit 7 


ymment, Pravda | 


remains a “concept sacred | 


By Paul Quinn-Judge 

Bangkok: After administering what one 
Vietnamese official likes to call “а few 
kicks" to anti- Vietnamese forces along the 
Thai-Cambodian border, Hanoi has now 
resumed its calls for negotiations with the 
"Asean.countries. In particular, the Viet- 


| namese have reaffirmed their interest in 
the idea of a dialogue discussed by. the. 





Vietnamese and Malaysian foreign | minis- 
ters at. the non-aligned summit in New 
Delhi in March.. 

A-communique issued i in Phnom Penh 
on April 12, at the end of what was termed 
an “extraordinary meeting” of the Indo- 
„chinese foreign ministers, announced that 





Vietnamese forces stationed in Cambodia 


“| would take place in May. Vietnamese offi- 
t . | cials have. since let it be known that, unlike 






s partial withdrawal, foreign ob- 
will be allowed to witness this 
year's departure. However the number of 
troops to be withdrawn has not been di- 
vulged. 


meetings between the Cambodian Red 
Cross and its Thai counterpart to,discuss 
repatriation of Khmer refugees, and for 
the creation of a security zone along both 
sides of the Thai-Cambodian border. This 
proposal, originally made by an In- 
dochinese foreign ministers’ conference in 
July 1982, envisaged a belt of land closed 
on the Cambodian side of the border to 
Vietnamese troops, and on the Thai side 


after routing Cambodian guerillas 


` was the “five-plus-two” idea — nego 
: tions between the five Asean count 


"ese Foreign Minister Nguyen Co Th: 
-and Malaysian Foreign Minister Tan. 
Ghazali Shafie when they: met in: Ne: 
- Delhi on March 8. 


а promised withdrawal of some of the 


posal, and say-that it "is in conform 


^ The communique also renewed calls for | with approval from s 


^presumably Malaysia. itsel 


ing of Asean foreign ministets in Ва 





to Cambodian refugees and to fo 
the anti-Vietnamese: Démocratie 
puchea coalition presided over by P 
Norodom Sihanouk. 
The communique and subsequent со 
ments by Vietnamese officials seem t 
dicate that the main point.of interes 
discussion. at the extraordinary mieet 


and two Indochinese countries, exclu 
for the time being the Cambodian gove 
ment of Heng Samrin which Asean shu 
The idea was first elaborated by Vietna 


Referring to five-plus-two, ‘the 
munique notes that the three Indoch 
foreign ministers have examined the 


with the spirit of the seventh [non-alig; | 
summit] resolutions and that it has | 


tries." The several As 


and to a lesser degree Indonesia 
not repeated their approval since a 


on March 23. On this point the Phn 
Penh communique simply notes. 
guinely that the Asean foreign minist 
meeting “did not decide on that matte 

So far the Asean nations have not mad 
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dochinese SORS A over prospects for 
negotiations. The Asean response to the 
withdrawal announcement has been scep- 
tical. And while Thai Foreign Minister 
Siddhi Savetsila announced on April 16 
that his country has called for Vietnamese 
troops to move back 30 kms from the Thai 
border, he was careful to note that this call 
was not a response to the Indochinese sug- 
gestion of a security zone along both sides 
of the border. 

The five-plus-two idea seems to have 
been the main reason for the Phnom Penh 
meeting (Indochinese foreign ministers 
normally meet every six months; they last 
met in February). The Phnom Penh gov- 
ernment has in the past been sensitive to, 
and probably has strenuously objected to, 
earlier Vietnamese efforts to move alon a 
dialogue by making cóncessions that the 
Heng Samrin government felt were pre- 
judicial to its interests. One example of 
this occurred last December when Thach 
made references to Sihanouk's possible 
future role in Cambodian politics, only to 
deny making the remarks 10 days later. 


Fi appears to have been a 
spur-of-the-moment flash of inspiration. 
Phnom Penh does not seem to have been 
consulted. Immediately after the idea sur- 
faced, informed sources told the REVIEW, 
the government requested a clarification 
of the proposal and, the sources added, 
the extraordinary conference was called as 
a measure of reassurance. It seems to have 
worked, as Phnom Penh has now in the 
communique officially expressed its ap- 
proval of the idea. 

The results of the recent eruption of 
fighting along the border, in which Viet- 
namese troops assisted by Phnom Penh 
forces overran bases controlled by the 
Khmer Rouge and by supporters of 
Sihanouk, probably played a major part in 
placating Phnom Penh. Even as fighting 
was raging, Vietnamese officials were pri- 
vately saying that the main objective of 
the attacks was to facilitate this year's 
troop withdrawal — presumably by con- 
vincing Phnom Penh that a partial troop 
pullback could not affect Cambodia's in- 
ternal security. 

The rout of Khmer Rouge troops at 
Phnom Chat — they not only failed to put 
up much of a fight, but two days later a siz- 
able group of them disobeyed orders to go 
back into battle — has probably caused 
Hanoi and Phnom Penh great pleasure. 
So, perhaps, did the apparently satisfac- 
tory performance of the Heng Samrin 
troops who took part in the attack. 

Sihanouk's reaction — or non-reaction 
— to the loss of his only guerilla bases is 
probably a further cause of satisfaction to 
Phnom Penh and Hanoi. Sihanoukist 
sources outside Southeast Asia say the 
prince was due in Peking on April 18, and 
presumably intended to go to Bangkok af- 
terwards, before proceeding to France in 
May. Sources close to the prince here say 
they have heard nothing of this. They also 
say that they have not received any formal 
comment from the prince on the loss of his 
bases. 
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INDIA 


One step further 


The formation of a Sikh volunteer force raises the spectre 
of more violence despite some concessions from New Delhi 


By Mohan Ram 

New Delhi: Punjab, India's lone Sikh 
majority state, is on a short fuse. If there is 
no early agreement on the set of demands 
pressed by the Akali Dal, the Sikh party, 
the 19-month-old campaign which has 
now taken 170 lives may escalate into 
more violence. Punjab had a foretaste of 
this on April 3, when an eight-hour road 
blockade by the Akalis resulted in 20 
deaths. 

The Akali Dal has now called for an 
army of 100,000 volunteers for the final 
phase of its struggle. At an awesome cere- 
mony on April 14, the chief priest of the 
Sikhs administered a do-or-die pledge to 
31,500 volunteers, many armed with 
spears and guns. Two more such cere- 
monies are to be held at the Golden Tem- 
ple, the Sikh's holy shrine in Amritsar; the 


PARIBAS 


army is expected to be ready in early May. — 

The religious Akali Dal's amorphous 
charter of 45 demands falls into three 
broad categories — religious, economic 
and political. The government of Prime 
Minister Indira Gandhi has so far con- 
ceded three of the religious demands, but 
not to the satisfaction of the Sikhs. New 
Delhi has decided to broadcast Sikh 
hymns from the Jullunder station of the 
state-owned All India Radio. The Akali 


demand was for its own transmitter from 
the Golden Temple, but India does not — 


permit private broadcasting stations. 


The Sikhs have also been permitted to — 


carry ceremonial swords (of up to 9 ins 
in length) on Indian Airlines, the domestic 
carrier, and on Air-India, the interna- 
tional flag carrier, The Akalis say they 


COMPAGNIE FINANCIERE 
DE PARIBAS 


Hervé PINET who was President of Paribas International 
and more recently Deputy President of Compagnie Finan- 
ciere, the parent company of the Paribas' Group, has been 
appointed by the Chairman, Jean-Yves HABERER, as Pre- 
sident of the Compagnie Financiére de Paribas. 


In his new position, Hervé PINET will keep his present 
responsibilities in the international activities of Paribas. 














at Dating 


unilaterally in March be- 
no dialogue with the 





























ded {о press state demands with the 

ederal government. But at least for the 

me. being, New Delhi’s commission 

should. blunt the Akali demand for au- 
поту 


itation. It has demanded more territory 


ers. The Akalis would be.satisfied if Chan- 


y Mohan Ram 
New Delhi: “Women are not for burning,” 
reads the placard, held. by a feminist de- 
. monstrator in New Delhi. Such protests 
have become common in the capital over 
the past five years ав so-called dowry 
deaths have received increasing public at- 
ntion. Parliament was told this month 
hat in New Delhi alone the number of 
women dying of burns jumped from 311 in 
:1977 to 610 last year. | 
Sometimes a young wife, continually 
harassed by her husband's family to press 
_ her own to provide dowry additional to 
hat given at marriage, resorts to suicide 
у burning to escape her circumstances 
suicide by burning is not uncommon in 
dia). In other instances, husbands mur- 
г their wives by setting them on fire so 
hey can marry again and receive another 
wry from the new. bride's family. In 
r case, the victim's in-laws are likely 
insist that the victim's death was by acci- 
It, not by design. | 
_ Despite the attention feminist groups 
re now. drawing to the issue, few hus- 
ands are prosecuted either for driving a 
‘spouse to suicide or for murder. Most vic- 
tims' parents know that little is likely to be 
achieved in pursuing such a prosecution 
; because it is difficult, under the best of cir- 
cumstances, to prove. that a ‘husband’s 
harassment was intended to drive his wife 










| states, one option would be г feder: 
| pointed commission. that could asc 












The Akali leadership has set minimum. 
conditions for ending the current state of: 





for Punjab anda larger share of river wat- > 


m ә \ | | | Е us | а : р 3 
Brides for the burning 

increasing number of so-called dowry deaths — either murder 
enforced suicide — are bringing protests from feminists 


new family into which she marries. 





` parents’ property. The law was changed in 






jabi-speaking areas 
erally a 


the wishes of the people. It also wants the . 
arrangement for sharing the Ravi-Beas 
river waters revised in Punjab's favour. 
The waters are currently shared among 
Punjab; Haryana and Rajasthan states» 


Le last year. New Delhi activated the 
neighbouring states affected by Akali 
demands into opposing them. Haryana, 
once reconciled to. giving up claims to 
Chandigarh in return for a few enclaves 
from Punjab and monetary compensa- 
tion, is now insisting that the city be di- 
vided between them, with 60% of it in 
Haryana's hands.jThere have been threats 
of counter-agitation in these states if the 
Akali demands on territory or river waters 
were met, 

It would thus be difficult for Mrs Gan- 
dhi to concede thé major Akali demands 
without compromising her party's elec-. 
toral chances in the neighbouring states.of 
Haryana, Rajasthan and . Himachal 
Pradesh. Apart from this. New Delhi has 
been playing off moderate Akalis against 
extremists. The ‘moderates haye sét their 
sights on a share of a power in Punjab. 





‘to suicide or that what might appear to be 
a kitchen accident was in fact murder. 

And the best of circumstances usually 
do not exist. Police investigations of such 
cases are often half-hearted or incompe- 
tent, and even if a case should get to court, 
there is little chance of obtaining a guilty 
verdict. The courts have ruled that ill- | 
treating wives and creating circumstances 
that might drive one to suicide do not con- 
stitute abetment of suicide under India's 
penal laws. Claims by accused husbands 
that their spouses burned to death due to a 
kitchen accident usually hold up in court 
because of a lack of evidence to the con- 
trary. 

The giving of a dowry at marriage is 
practised throughout India, though a 1961 
Jaw ‘outlawed. this ancient custom: The 
tradition is rooted in the idea that a daugh- 
ter is an. economic liability to a family, un- 
like a son, who is considered an asset. This 
is because the daughter leaves the family 
affer marriage, contributing only to the 


` Traditionally, the dowry paid їо the 
daughter's husband was considered to be 
her pre-mortem inheritance from her 
family, though under Hindu law 
daughters are not entitled to a share of her 





1956 so that women could have a share in 






































e tion 

п fore reach a deal with > 
gress the Hindu nationalist ` 
a Janata Party to win a share of 
power. The Akali extremists are-more re- 
ligious than political in their orientation 








апа think Sikhs can be rallied together on 


the basis of religion to rule the state. 

New Delhi’s strategy has proved 
counter-productive, however, because 
the extremists: have emerged as the do- 
minant faction within the Akali Dal. Har- 
chand Singh Longowal, president of the 
Akali Dal and a link between the moder- 
ates and extremists, has shifted to the lat- 
ter faction. This isolates Prakash Singh 
Badal,.a moderate former chief minister 
who ‘has been promoted by New Delhi. 

One measure of the growing extremist 
influence in the Akali Dalis the reluctance 
of its leadership to denounce violence in 
connection - with: the: campaign; despite 
pressure from many quarters..On the con- 
trary, Akali leaders have been hinting that 
the next phase of their struggle may not be 
non-violent. New. Delhis drift and 
equivocation over the Akali demands may 
cost it dearly as extremism gains ground in 
Punjab. The current spate of bomb explo- 
sions, murders: and raids: on. atmouries 
may presage a violent confrontation: 


their parents’. estate, but. their. entitle- 
ments аге still less than those of their 
brothers. Many women actively assist 
their husbands-to-be in extracting as much 
dowry as possible, well aware that the 
dowry is.all they. will ever get. 

Dowry is also seen as compensation 
given to the bridegroom's family for 
agreeing to provide food and shelter for 
the bride for the rest of her life. Once mar- 
ried, awoman is no longer the responsibil- 
ity of her own family.-And divorced or de- 
serted women have no claim to the dowry 
once given. i 

Marriage itself is an important cross- 
roads for men and women alike in India 


because it provides: an opportunity for 


both to move up the social ladder. A big 
dowry drawn from newly acquired wealth 
can. help a woman with a low social posi- 
tion move into a higher one, and a large 
dowry:can boost а bridegroom's status as 
well. Advertisements in local newspapers 
aimed at attracting suitable husbands for 
women of marriageable-age openly dis- 
cuss dowries, which often include such 
sought-after сопѕитег:роойѕ as TV sets, : 
refrigerators, scooters and motorcycles. 

In south. India, cash dowries аге 
negotiated before: the marriage, though 
there are times when subtle pressure is put 
on wives to extract more dowry at a later 
date. In the north, however, dowry de- ` 
mands do ‘not cease with marriage. Any 
rise in the financial status:of the bride's 


brothers, for- example, may prompt de- 


mands for more dowry: And if these ef- 
forts fail, a husband may seek more dowry 
from a second wife after disposing of the 
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OF LONDON 


Why don’t you 
combine 

your demand for 
one of the world’s 
best cars 

with a decisive 
step forward 

into the future? 


The new 
BMW 7-Series. 


BMW cars have always belonged to that 
small, exclusive group of cars referred 
toasthe finest in the world: 

offering unrivalled quality, exceptional 
luxury, excellent safety and an incompar- 
able measure of vitality and dynamism. 
And yet, there is something else that 
distinguishes a BMW: 

it’s the car's unique and quite unmistak- 
able personality. 

We have never been content with just 
building first-class cars which cater for 
present-day needs. 

Instead, we have always striven for 
pioneering alternatives which will meet 
the challenges of the future. 

Without making any compromise 

in driving pleasure, BMW fulfills the de- 
mands of our times with the most inno- 
vative technologies available. 
Technologies, which are not available 
to the same degree or in the same con- 
sistency anywhere else. 


Now once again, the new BMW 7-Series 
increase their lead over other top-class 
cars. 

The first car in the world to have a com- 
puter-controlled engine was a BMW — 
back in 1979. 

On the new, large BMWs, the level of 
control intelligence, designed to solve 
the apparently conflicting objectives 
of impressively high performance with 
equally impressive fuel consumption, 
has been raised even further. 

No one began the task of transforming 
the car from an inanimate tool into an 
intelligent partner for the driver earlier 
than BMW. 

The electronic system on the large 
BMWis unequalled in terms of informa- 
tion and check systems, which provide 
greater efficiency, safety and comfort. 


With the launch of the new BMW7-Series 
the top, international class of cars has 








acquired a completely different inter- 
pretation. 

With the large BMWs, you gain all 

the exclusivity and quality of one of the 
world's most respected marques. 

You also gain that unique and fascinat- 
ing development of power and perform- 
ance which has made the phrase “sheer 
driving pleasure" synonymous with 
the BMW name. And you also acquire 
the reassurance that the very latest 
developments in automotive engineering 
will make this driving pleasure lastingly 
efficient, luxurious and safe. 

If you wantto find out more about what 
makes BMW exclusivity such a pioneer- 
ing step forward and so contemporary 
in our present times, just write to us. 

Or better still, arrange a test drive with 
your nearest BMW dealer. 

Model and equipment availability in the 
BMWinternational range may vary from 
country to country. 


Japan: 

BMW Japan Corp., 12-24-4 Chome Nishiazabu, 
Minato-ku, Tokyo 106, Tel.: (03) 499-6811 

Hong Kong: 

BMW Concessionaires (H.K.) Ltd.,61-63A, Waterloo 
Road, Kowloon, Tel.: 3-7145 271-5 

Indonesia: 

P. T. Tjahja Sakti Motor Corp., Ji. Cikini Raya 
70, Jakarta Pusat, Tel.: 348203/321375 
Malaysia: 

BMW Concessionaires (M) Sdn. Bhd., 42, 

42-1, Jalan Sultan Ismail, Kuala Lumpur 05-12, 
Tel.: 413181 


Singapore: 


Performance Motors Ltd., 475, Tanglin Halt Road, 


Singapore 0314, Tel.: 6387 88 


Brunei: 

Performance Company Ltd., No. 1 Bangunan 
Gadong Properties, P.O. Box 2394, 

Jalan Gadong Bandar Seri Begawan, Tel.: 20363 
Taiwan: 

Pan German Motors Ltd. 349, Tun-hua North 
Road, Taipei, R.O.C., Tel.: (02) 7813101/75 10173 
Thailand: 

Continental Auto Centre Co., Ltd., 

6 Rongmuang Soi 5, Bangkok 5, P.O. Box 5/210, 
Tel.: 214-25 21-7 


| would like more information оп the new 
BMW 7-Series. 

Please send me details on the complete 
BMW range. 

| would like to book a test drive. 

Please contact me. 


Name: 
Address: 
Country: 











Benny Goodman really packed the Pavilion. 
Jack Dempsey was a knock-out in the Walnut Room. 


Ernest Hemingway got a great reception in the Lobby Lounge. 


And tonight, you could be appearing in the spectacular Maynila. 


For 70 years, a 
veritable Who's Who of 
famous names have been ap- 
pearing at The Manila Hotel. 

On stage. And in our 
guest book register. 

Today, when heads of 
state, heads of corporations, 
royalty and Hollywood stars 
check in and ask for the best 
room in the house, we give 
them all the same one. 

Our spectacular new 
Maynila. A theatre of the 
senses. 

Turn-of-the-century 


ambiance, elegant yet 
spirited. Classic Filipino style. 
World-class fashion showings 
A world of Philippine tastes 
that challenge the great 
cuisines of Europe, And 
musical fare as irresistibly 
varied as the menu: world- 
famous Bayanihan dance 
extravaganzas and strolling 
Filipino folk minstrels — all in 
a multi-tiered dining and 
entertainment forum of exotic 
Philippine flowers, fine 


European wines, cut crystal, 
deep carpets, soft chandelier 
glow and the distinctive 
Philippine blend of impec- 
cable yet warmly gracious 
attention. 

Maynila is a once-in-a- 
lifetime experience once a 
night. 

This is the kind of setting 
usually reserved just for 
V. LP.s and world celebrities 
at other hotels. 

At The Manila Hotel's 
Maynilà, it's reserved 
just for you. 


There are perhaps a dozen incredible 
places you must see in the Orient. 


One of them is a hotel. 


Philippines 


The Manila Hotel is a member of PRESTIGIOUS HOTELS OF ASIA 
The Ritz/Taipei, Hotel Lotte/Seoul, The Dynasty/Singapore, The Dusit Thani Hotel/Bangkok 











WWF Kojo Tanaka /BCL 


The 
Giant Panda 
needs your hel} 
to survive 


ONCE every eighty to a hundred уса! 
bamboo forests in China's Sic 
Province, burst into flower and then die off 
that's bad news for the Giant Panda, v 
depends for its survival on huge amour 
bamboo. 

But that’s just one of the problems facir 
Panda. 

To ensure that it has a future it is vi 
preserve the complex ecosystem in wh! 
lives, to carry out research into its dietary 1 
and investigate possible alternatives, to dis 
the reasons for its low reproduction га! 
study the problem of internal parasites —all 
factors and many more which threate 
survival. 

Recognition of the urgent need to solve 
and other problems has resulted in a uniqu 
historic partnership between WWF an 
People’s Republic of China. 

WWF has agreed to contribute 
$1,000,000 towards a total of about 
$3,000,000 needed by the Chinese Go 
ment to mount a major Panda Conserv 
Programme. This includes construction 
research and conservation centre in the larg 
the Panda reserves – Wolong Natural Rese 
Sichuan Province. 

A team from WWF, led by the distingu 
ecologist Dr. С. Schaller, is already at we 
Wolong together with top Chinese scie 
under the leadership of Professor Hu Jinch 

The Giant Panda is an endangered an 
It is also the symbol of WWF's worlc 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WWI 

National Organisation in your country or diri 

WWF International, 1196 Gland, 
Switzerland. 


д 
(hes 
WWF WORLD WILDLIFE Fi 
WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Оюу & М 





We care enough to bri ua 
Business Class that iur эш 
one feature others lack. Our name. 





SS ee TOE 


"| can tell that my passengers really appreciate our Business Class, especially the newly designed 
contoured seating. But | can also tell that they haven't forgotten the newness of our fleet, or our 
amazing on-time record or our high standards of training. Because | know they didn't just decide to 
fly business class, they decided to fly Lufthansa Business Class." 


© Lufthansa 


German Airlines 


126 destinations within 70 countries and 6 continents throughout the world. 


@ AUSTRALIANS, 
who tend to take 
pride in the vulgar ~~ 
contempt with 
which they refer to 
other breeds, whe- 
ther they be winge- 
ing Poms, Chows, 
Dagoes, Abos or 
Boongs, occasion- 
ally prove ultra-sen- 
sitive when others 
dare to comment upon them. Our March 
17 cover featuring new Aussie Prime 
Minister Bob Hawke was recently taken 
to task by the Australian magazine The 
Bulletin (which built its early circulation 
at the turn of the century on a stridently 
pro-white racialist editorial line). 

Apparently our cover picture, by art- 
ist C. T. Liang, struck the sensitive Aus- 
sies as "unflattering." Indeed, it was *a 
prototype of the Chinese concept of a 
long-nosed, blue-eyed foreign devil." 
Morgan's cartoon in the same edition, 
showing Hawke as the Wizard of Oz 
leading a mad dance towards socialism, 
was "even less flattering." Perhaps after 
more than a few years in the region, my 
own perceptions have become sinified; I 
thought Liang's portrait was, if any- 
thing, an improvement on the original. 

Unforgivably, The Bulletin's uniden- 
tified columnist added, about the car- 
toon run in the Far East Economic 
Review (sic): “The party line could have 
come from FEER's family connection 
with The Wall Street Journal, which has 
already ranted against reds down 
under." That piece of speculation will be 
read with amusement in New York, and 
throws more light on the mentality of the 
writer than it does on the strictly hands- 
off editorial relationship between Dow 
Jones and ourselves. 

Indeed, if one is willing to sink to the 
same speculative level, the same issue of 
The Bulletin would indicate that it is 
under even greater pressure from red- 
baiters. On the opposite page to the 
comment on the REVIEW is a cartoon 
showing a cigar-chomping Hawke say- 
ing: “We will not break our promises like 
our predecessors . . . It’s just that 
we might have to postpone them in- 
definitely." (What 
price now the mad 
dance towards so- 
cialism?) And the 
cartoonist, to my 
eye at least, por- 
trays Hawke much 
more unflattering- 
ly than we did. 

e OTHER journals respond with а bet- 
ter grace and humour, even when we 
have dared to point out an error or two. 
This column (March 24) mentioned a po- 
tentially embarrassing misprint in the 
pages of The Rising Nepal, when the 
*Hon'ble Finance Minister" inadver- 
tently became the “Horible Finance 


WIZARD OF OZ 
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Minister." The Rising Nepal's editor, 
Mana Ranjan Josse, took this in good 
part, even saying that this column was 
“lapped up by colleagues" for its “wit 
and humour" which was "usually and 
charmingly presented as good, clean 
fun." Praise indeed from a fellow 
pressman, requiring an equally gracious 
response to Josse's riposte. 

First, he refuted our claim that the in- 
terview given by King Birendra to the 
REVIEW's South and West Asia corres- 
pondent Salamat Ali (REVIEW, Mar. 
24) was the first with a foreign corres- 
pondent since 1979, pointing out that the 
king had only recently talked with a 
group of visiting Chinese journalists and 
last October had given an interview to a 
correspondent of the Arab News (both 
interviews were republished in The Ris- 
ing Nepal). Further, Josse corrects the 
REVIEW's reference to constitutional 
changes made in 1982 which I must ac- 
knowledge as a misprint for 1980 (the 
Third Amendment promulgated on De- 
cember 15 of that year). 

Josse presumed that the odds were 
clearly against these lapses being pub- 
lished in Traveller's Tales, adding how- 
ever: "But who knows? After all, Eng- 
lishmen do have a reputation for fair 
play and an ability to laugh at oneself, 
don't they?" 

They do. Welshmen don't. 

e THE story goes that during a debate 
in the Australian Parliament about the 
controversial journalist Wilfrid Bur- 
chett, who was alleged to have given sup- 
port and encouragement to-the enemy 
during the Korean War and who had 
been denied an Australian passport (re- 
turned to him in due course by the 
former Labor prime minister, Gough 
Whitlam), the then attorney-general was 
provoked to make a statement to the ef- 
fect that if Burchett ever returned to 
Australia he would be given a fair trial — 
and then executed as a traitor. 

I was reminded of that anecdote when 

reading the official reply to recent alle- 
gations that new cadets in the Australian 
army were being subjected to a fairly 
brutal form of bullying — a process 
which the British call ragging, the Ame- 
ricans hazing and the Australians, for 
some Antipodean reason, “bastardisa- 
tion." Responding to these allegations, 
Col Murray Taylor, the army public rela- 
tions officer, stated baldly: * Any sugges- 
tion of bastardisation is investigated 
thoroughly until found to be ground- 
less." 
e AT one time — and for all I know the 
situation has not changed — the Church 
of England was a major owner of prop- 
erty in the Paddington district of Lon- 
don, then at least à notorious red-light 
area. As the church collected its rents 
from the ladies of the night, it left itself 
vulnerable to the oft-repeated charge 
that it was living off immoral earnings. 

A friendly. American tax consultant 


has provided a copy of a special message 
to taxpayers in the state of Mas- 
sachusetts (which boasts the apt slogan, 
*Make it in Massachusetts") from the 
state's commissioner of revenue. It ad- 
vises citizens how to fill in their income 
tax forms and what revenues are taxable. 
One paragraph reads: 
NOTICE — UNDERGROUND ECON- 
OMY INCOME — You must include all 
income you receive in the form of 
money, property and services if it is not 
specifically exempt. Report property 
(goods) and services income at their fair 
market values. Examples include in- 
come from bartering or swapping trans- 
actions, side commissions, kickbacks, 
rent paid in services, illegal activities 
(such as stealing, drugs, etc.), cash skim- 
ming by proprietors and tradesmen, 
“moonlighting” services, gambling, 
prizes and awards. Not reporting such 
income can lead to prosecution for per- 
jury and fraud. 

Curiously there is apparently no need 
to report income from prostitution. 
€ AT the Hongkong rugby seven-a-side 
tournament I mentioned last week, 
bilingual notices were posted around the 
ground designed to advise spectators to 
look after their belongings. In fact, the 
wording reminded some of the 1997 
issue: it was almost as if the communists 
had already taken over: 


e STROLLING round Vancouver's old 
Japan-town, Bernie Rumler photo- 
graphed a sign іп the window of one of | 
the area’s many religious missions which 

implies even paradise has its limits: 
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The Philip 


Islands as Vietnam expands its 


3 _ By Sheilah Ocampo-Kalfors 


. Manila: In a move that could further 
heighten strategic tension in the region, 
the Philippine Government is bolstering 
its presence in the so-called Kalayaan 
(Freedom) Islands, part of the disputed 
Spratly group in the South China Sea. 

Citing concern with Vietnam's apparent 
military expansion in the island group, of- 
ficials here say President Ferdinand Mar- 
cos instructed the Defence Ministry to in- 
crease the Philippine presence late last 
year. Hanoi and Manila are among five 
governments currently advancing claims 
over some or all of the 100 or so islands, 
shoals and reefs. The others are Peking, 
Taipei, and Kuala Lumpur. 

The Philippine presence in the Kala- 
yaans dates back to 1968, when the armed 

forces fortified Loaita, Thitu and North- 
east Cay, known here as Kota, Pagasa and 
Parola islands respectively. It now oc- 
cupies eight islands and reefs, the most re- 
cent addition, in the late 1970s, being 
Rizal Reef. In 1978 the government for- 
> mally claimed the Kalayaans through a 


—. presidential decree. They have since been 


EN 
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administered as part of Palawan province. 

In a more recent bid to strengthen the 
Philippine claim to the islands, Prime 
Minister Cesar Virata visited Philippine 
military and naval fortifications on the is- 
lands in April 1982. Although his visit was 
reportedly an information-gathering tour, 
Virata took the occasion to state: “We will 
defend the Kalayaan [group] because it is 
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pines beefs up its ence in the Kalayaan 
forces in the area 


ours. Any offensive action against Kala- 
yaan will be considered as an assault on 
the sovereignty of the Republic of the 


Philippines." However, Virata also con- 


fided to a few newsmen his doubts over 
the Philippines’ ability to defend the 
Kalayaans. 

Later in the same month it was reported 
here that Commodore Gil Fernandez, 
head of the Western Command under 
which Palawan province falls, requested 
the release of P89 million (US$8.5 mil- 
lion) to station jet aircraft in Pagasa. So 
far no aircraft have been based there; the 
islands are now patrolled by aircraft 





The various islands in the 
different set of names. 
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West York Is. 
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‘ese cime. . not,entirely coincide — the 


ALL AT SEA 
Spratly group are claimed by various nations and known to each claimant by a 


Amboyna a Anbo Shazhou Kalantiyaw 

Commodore Rf. Siling Jiao ' Rizal Reef 
Aatang Dao — Patag 
Taiping Dao Dao Thai Binh Ligaw 
Yangxin Zhou — Panata 
Nanyue Dao ' Dao Loai Ta Kota 
Hamgxue Dao |: Dao Nam (Nam Yit) . Binago 
Mahuan Dao — Lawak 
Beizi Jiao Dao Song Tu Dong Parola 
Бог Dao — Hizon Reef 
Bailan Jiao | Dao Son Ca 
Jinghong Dao Dao Sin Tonh 

Southwest Cay nzi 

Spratly Is. 


Although the Ph d Viltism 






Kalay oup lies in the northeasfern 
portion ofthe Spratlys — Manila has jus’ 
tified its posture towards the group by cit: 
ing apparet Vietnamese expansion in thé 
Spratlys as a threat to national security: 
There is speculation here, for instance} 
that a Soviet naVal base could be estab- 
lished in’ any of the Spratlys occupied by 
Vietnamese forces: | 

Hanoi bégan taking control of islands in 
the Spratly group immediately after thé 
fall of Saigon in 1975, when it occupied 
Spratly fsland itself (which Vietnam calls 
Dao Trüóng Sa айа which is known here 
as Lagos) and Southwest Cay (Dao Song 
Tu Tay; ór Pugad). Three more islets were 
‘subsequently added, including Sand Cay} 
on the séuthetn edge of Itu Aba, which is 
said to be occupied by a contingent of 
5-600 "Taiwanese troops, Sin Соме and 








Nam Yit.: iit 

In á técent Defence Ministry map, Viet- 
nam Was shówh as having taken control of 
the following ‘islands or reefs in the area 
which 15 known to the Philippine Govern- 
ment ‘as “Kalayaan: Union Banks and 
Reefs, Eldad Reef, Pearson Reef, Central 
Reef and ‘Amboyna Cay. Other Vietnam- 
ese-held shoals and reefs in the Spratlys 
but outside-fhé area of the Philippines’ 
claim ате ‘Ladd Reef, Owen Shoal and 
another shoal not far from Spratly Island. 
` Four of the Hanoi-claimed islands are 
now occupied,’ according to a Defence 
Ministry paper. Military intelligence indi- 
cates that thé forces on the four islands — 
in addition to Spratly and Southwest Cay, 
they are Nam Yit and Sin Cowe — have 
hardened their defence fortifications by 
up-grading anti-aircraft batteries and 
machine-gun' nests and by ‘developing 
shelters, éseape routes, observation posts 
and other infrastructure. 17 С 

Aerial тесоппаіѕѕапсе has revealed that 
Spratly Island is now 'équipped with a 
paved runway, an operations building and 
a control and communications tower. 
These facilities are said to be capable 
of accommodating short-takeoff-and- 
landing aircraft of types thought to be cur- 
rently if use in Vietnam. | 
The defence paper madé available here 
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The Siddharta 
disappearance 


A West German yacht 


is lost in the Spratlys 
after being fired on 


By A Correspondent 
n most nautical charts of the 
South China Sea, the shallow 

waters around the Spratly Islands are 
marked with the words “dangerous 
ground,” a warning that no longer 
“applies simply to navigational hazards. 
Claimed by several governments and 
garrisoned by suspicious troops who 
look on any interloper as potentially a 
rival claimant, the area is no place 
even for stray yachtsmen or small ships 
in distress, as the case of the West 
German yacht Siddharta makes clear. 

On April 10, Siddharta, with 
five West Germans and a Singapo- 
rean aboard, radioed that it had been 
fired on while off Vietnamese-held 
Amboyna Cay in the Spratly Islands 
and was on fire. The message said two 
of the crew had been killed and the 
other four were injured. It was sub- 
sequently reported that the yacht had 
received assistance from the crew of a 
Soviet submarine, but that report is 
now believed to have been a hoax. 

The West German Foreign Minis- 
try in Bonn said on April 17 that au- 
thorities were considering calling off 
a search for Siddharta since by then 
the yacht had not been heard from for 
eight days. 


also provided numerous other details of 


Vietnamese activity on the islands, includ- 


ing the locations of gun emplacements and 
sightings of aircraft believed to be in- 
volved in reconnaissance over Philippine- 
held islands. What appears to be emerging 
is a scramble to fortify reefs, shoals and 
cays that remain otherwise uninhabited. 
This has caused military officials here to 
worry over their defence capabilities, 
since they view the islands as an important 
advance naval base. 
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I: was gratifying to discover on my re- 
cent brief visit to London that an old 
mate, David Chipp, head of the Press 
Association, had won the 1982 Gerald 
Barry Award for “distinguished services 
to journalism." 

The panel of judges, appointed by one 
of Britain's independent TV companies, 
applauded his “steady defence of jour- 
nalistic values in troubled times” and ag- 
reed that he had “championed accurate, 
unbiased reporting at all times.” His 
bold criticism of the Westminster lobby 
system was respectfully recorded: “It is 
all very cosy and exclusive, like a tong or 
a mafia and it is easily manipulated. It is 
a gift to the lazy journalist or the clever 
propagandist.” 

London’s Daily Mirror recalled that 
Chipp had “caused annoyance at No. 
10” because of an exclusive story on de- 
fence cuts released by the Press Associa- 
tion, which the Daily Mirror said might 
have cost him a knighthood. Chipp 
clearly hasn't changed 
since I first worked in Pe- 
king (1956-57), when he 
was Reuters rep. there 
and always helped me as 
an ignorant new ar- 
rival. 

(For the record, the 
judges awarded the 
Scoop of The Year prize 
to the Daily Express for 
its report on Michael 
Fagan's nocturnal visit to 
Buckingham Palace, 
though they agreed that 
the Sunday Mirror had 
the „огу first but, 
"perhaps not surpris- 
ingly, did not run it." My 
colleague, Robert Fisk 
of The Times, deservedly won the title of 
Foreign Correspondent of The Year, 
and Max Hastings, hero of the Falklands 
conflict, was named Reporter of The 
Year.) 

Lord Denning, who presented the 
awards, stressed that "vigilance was the 
essential requisite of the press in defend- 
ing our freedom," and Sir Denis For- 
man, chairman of Granada TV, the 
awards’ sponsor, warned: “In this coun- 
try, we have no Bill of Rights and so we 
have to defend ourselves by our good 
sense and by our wits, distrusting all 
officialdom, putting no faith in govern- 
ments and keeping a wary eye upon the 
law, which at different times can be our 
most formidable opponent and our most 
stalwart protector." 

Myself, I don't reckon you can buy a 
dull newspaper in Fleet Street. Of course 
there are marked differences in political 
opinion and news treatment and I de- 
plore, on my occasional visits, the ab- 
sence of sufficient hard news about Asia. 


Chipp: unchanging. 
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But all the British news is there — always 
fascinating and doubtless sadly missed 
by Pommy expatriates abroad. 

For instance, a current Variation on 
the theme of whether bobbies should 
carry pistols as violence expands is the 
future of wooden truncheons. A move is 
afoot — save our trees — to replace 
them with plastic substitutes and some 
bobbies are openly threatening to go on 
strike if that change in tradition is made. 

Then again, real British ale is replac- 
ing the cold, frothy carbonated fizz that 
is usually served as “beer” in the United 
States. An executive of the Pommy-style 
brewery, Independent Ale in Seattle, 
told The Times that his popular new ale, 
“Red Hook,” is being conditioned in the 
traditional English way and that he 
hopes to import from Britain beer 
pumps — not available in the US — and 
so cease dependence on carbon dioxide 
pressurisation. 

Chinese food is becoming far more 
popular in London and 
Kenneth Lo, founder of 
the Chinese Gourmet 
Club, will be leading a 
large mission of foreign- 
devil diners to China for 
the opening of what is 
claimed to be “the 
biggest health-food res- 
taurant in the world,” in 
Chengdu, Sichuan pro- 
vince. 

On a more serious 
front, many members of 
the Labour shadow 
cabinet and of the Par- 
liamentary Labour Party 
are dismayed by leader 
Michael Foot's cam- 
paign to abolish the 

House of Lords. There is — I was sur- 
prised to discover — an astonishing 
counter-proposal by Tony Benn's left- 
wing faction, not to abolish the Lords, 
but to create 1,000 new peers to give 

Labour an inbuilt majority in the upper 

house. Pommies can be very crafty. 

Most Englishmen I talked with — 
friends and strangers — were alarmed at 
current reports that, under Prime Minis- 
ter Bob Hawke, Australia might become 
a republic. Sir John Biggs-Davison, 
Conservative MP, commented: “There 
have always been republicans in every 
commonwealth realm but their support 
fluctuates. There were false assumptions 
about the future of the monarchy in 
Canada — now deeply entrenched in the 
new constitution. In the 19th century 
many in Britain thought that Queen Vic- 
toria would be our last monarch. Sir 
Charles Dilke and Joseph Chamberlain 
were at one time republicans as well as 
radicals. What will Bob Hawke be in the 
new century?" 
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Bumper harvests 


Private enterprise without capitalism is China's goal 





An incentive socialism 


By Robert Delfs 

Hongkong: Experimental economic re- 
forms in indüstry and commerce are to be 
extended throughout China this year and 
a new employment contract is being intro- 
duced to replace the “iron ricebowl" of 
guaranteed lifetime employment for state- 
sector workers. Along with the successful 
implementation of rural reforms over the 
past two years, these measures represent 
the final dismantling of the Soviet-model 
centralised *command" economy which 
has dominated Chinese policy for three 
decades. 

The government's new reform policies 
are being ushered in by a major propa- 
ganda campaign that has followed 
Chinese Communist Party General Sec- 
retary Hu Yaobang's January speech on 
"the problems of modernisation and re- 
form." The word “reform” has since ap- 
peared regularly in headlines on almost 
every page of national and provincial 
newspapers. They describe reform as a 
“powerful shockwave” which is “irresisti- 
bly surging over the great land of China.” 

Reform is to take place on “all fronts, in 
all departments and units,” said a recent 
People’s Daily editorial — in agriculture, 
industry and commerce, large and small 
enterprises, and in government as well. 
Foreign affairs, personnel, propaganda, 
education, science and technology, cul- 
ture, news, publications and public health 
are also to be affected. 

Some aspects of the campaign now 
emerging are new, while other reforms are 
being intensified since their earlier intro- 
duction on an experimental basis. But the 
major impetus for the entire programme is 
the success of agricultural reforms im- 
plemented in rural areas over the past (уус 
years. Record harvests in 1982 are attri- 
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buted to the agricultural responsibility 
system which has given an unprecedented 
degree of economic freedom to individual 
farming families (page 52). This has 
strengthened the hand of the current 
leadership in stepping up the pace of re- 
forms in industry and commerce. 

Experimental Lar to introduce 
profit-based bookkeeping on a tax-paying 
basis for enterprises, stricter standards of 
accountability for management and per- 
formance-based employment contracts 
for workers are now being extended to 
factories and commercial enterprises. in 
every province. 

China's sclerotic transport and distri- 
bution system is also to be revamped by al- 
lowing private and cooperative-run com- 
panies to operate alongside state-owned 
commerce and marketing enterprises. In- 
dividuals are now allowed to purchase and 
operate their own trucks and vans in urban 
and inter-city transport. 

The two-year-old drive to legitimise pri- 
vate enterprise is being accelerated. There 
are now 2.6 million individual enterprises 
in China, almost double the 1979 figure, 
employing more than 3 million people 
with a total turnover last year of Rmb 10 
billion (US$5 billion), according to Ren 
Zhonglin, director of the State Adminis- 
tration for Industry and Commerce in a 
statement issued in March. 

Urban individual businessmen total 
1.36 million, Ren said, less than 1% of the 
urban population. By contrast, there were 
more than 8 million such people in China 
in 1953, before the anti-rightist and other 
campaigns took their toll. 

The party has cracked down on local of- 
ficials who have obstructed the operation 
of free markets, refused licences to indi- 


vidual businesses or attempted to intimi- 
date them through special levies and exac- 
tions. Equally important is a push to ex- 
pand loans to individual businesses from 
the Peoples' Bank of China. Restricted ac- 
cess to commercial credit has effectively li- 
mited most private enterprises to operat- 
ing streetside stalls and the like, using 
personal capital or small loans occasion- 
ally made available by neighbourhood- 
block committees and other organisa- 
tions. 

Rural reforms have proceeded into. a 
second stage. Farming families are now 
allowed to exchange labour and hire 
seasonal or casual labour. They may pur- 
chase agricultural. machinery, tractors, 
boats and motor vehicles. “Specialised 
households" are encouraged to engage in 
services such as transport, marketing, and 
mechanised ploughing and harvesting 
with their own equipment. 

If successful, the specialised-household 
movement could eventually break. the 
age-old commitment to material self-suffi- 
ciéncy on the part of Chinese farming 
families, which has impeded commercial 
integration in rural areas and limited ag- 
ricultural productivity. 


ll of these steps are closely linked to 
simultaneous "structural reforms" to 
reshape the bureaucracy into a leaner, 
younger and more efficient organisation 
and to help rid party ranks of cadres un- 
qualified for their posts or who resist re- 
formist policies. The government shake- 
up is working down through provincial 
and municipal organs now and is sche- 
duled to reach county and township-level 
officials later this year: 
In the current propaganda campaign, 
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the official press has not shrunk from 
calling the reform movement a “revolu- 
tion.” This, however, is a revolution from 
the top. 

At last year’s sixth party congress sup- 
porters of elder statesman Deng Xiaoping 
were able to consolidate their control of 
the politburo and codify basic tenets of the 
reform programme into the new party and 
state constitutions. New appointments at 
the State Council last autumn and the re- 
cent shake-up: in provincial-government 
and party-leadership posts have tended to 
elevate younger leaders committed to the 
reforms who also have personal ties to 
Deng, Hu and Premier Zhao Ziyang. 

The Dengists have scheduled a party- 
wide rectification movement for the sec- 
ond half of the year to eliminate vestiges 
of leftism and resistance within the party 
to policies since the third party plenum in 
December 1978, when the Dengist group 
first gained control of the central commit- 
tee. The impending purge is an important 
factor in the intensification of the reform 
campaign. 

Central to these reforms are two basic 
structural changes. The first is the conver- 
sion of state-owned enterprises into rela- 
tively independent tax-paying entities 
which can retain profits and apply them to 
investment or bonuses. Previously these 
enterprises remitted all profits — or 
charged losses — to the state. The second 
is to free the enterprises from the lock- 
step of central planning and loosen price 
controls so that efficiency can be trans- 
lated into profit performance. 

Experiments in substituting tax pay- 
ments for profits in state-owned enter- 
prises have been under way since 1980, 
shortly after their introduction in Sichuan 
province by Zhao (then. provincial gover- 
пог). In March, Finance Minister Wang 
Bingqian announced that from June 1 the 
system would be expanded to all state- 
owned enterprises in China with the ex- 
ception of some semi-autonomous, na- 
tional-minority areas. 

Large and medium-sized enterprises 
will be assessed at a basic income tax of 
55% plus a variable regulatory tax de- 
signed to adjust for the highly variable 
profit ratios in different industrial sectors 
while price reforms continue. When the 
price reforms are completed, this two-step 
tax is to be replaced by a unitary progres- 
sive income tax On all enterprises. 

The basis for price reform was laid with 
the adoption in 1982 of a three-tier mixed 
economy which retains fixed prices for 
certain primary commodities and con- 
sumer staples but allows floating prices for 
most manufactured goods and free prices 
for farm and rural sideline-industry pro- 
ducts. This tripartite division parallels the 
new structural division of the economy 
into three sectors: that under centralised 
planning, that under non-mandatory gui- 
dance planning and the free market 
(REVIEW, Oct. 15, '82). 

This structure was a compromise be- 
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tween the more aggressive reformists 
centred in the Academy of Social Sci- 
ences, who have urged that centralised 
planning be scrapped altogether, and 
more conservative party and military fig- 
ures who objected either on doctrinal 
grounds or because they feared the social 
consequences of abruptly de-controlling 
China's economy. There is well-grounded 
concern that Polish-style unrest could 
erupt if price increases were too rapid. 

Price reform is politically sensitive in 
China, in large part because of the disas- 
trous hyperinflation experienced in the 
late 1940s under Kuomintang rule. This 
sensitivity made it necessary to delay the 
price-adjustment process for more than a 
year while the Dengist forces consolidated 
their political base. Changes are needed 
not only to allow other reforms to work 
but also to reduce the crippling subsidy 
bills borne by the central government 
(REVIEW, Mar. 12, '82). 


he first major adjustment in the price 

of a consumer staple was a 20% increase 
for cotton textiles announced on January 
20. This was coupled with a reduction in 
prices of synthetic textiles and assurances 
that seriously depressed areas — mostly 
national-minority areas — would be 
granted special subsidies to avert 
hardships. Prices of watches, TV sets, cot- 
ton shoes and other manufactured goods 
were also reduced. 

Panic buying was reported in some 
areas after the cotton-price increase was 
announced and following rumours that 
prices of grain, sugar, kerosene, salt, soa 
and matches would also be increased. 
This, certainly, was one measure of the 
sensitivity of the price question. 

Cracking China's iron ricebowl system 
will be more difficult to enforce from the 
centre than converting state-owned enter- 
prises into taxpayers or adjusting prices. 
The reformists consider the iron ricebowl 
to be the key obstacle to improving 
worker productivity and overall economic 
efficiency. 

But almost everyone within the system 
has a personal stake in preserving it. Ini- 
tial attempts to introduce bonus schemes 
or empower management to discipline 
sub-standard workers were only margi- 
nally effective. Bonuses tended to be dis- 
tributed equally and impartially among all 
workers, stripping them of their intended 
effect, and managers were reluctant to dis- 
miss workers for any offence short of out- 
right sabotage. 

To counter these problems, the Minis- 
try of Labour and Personnel announced in 
March that the new "contract employ- 
ment system" is:to be extended to state- 
owned and collective enterprises through- 
out China. So far it has been applied only 
in selected enterprises in less than half of 
China's provinces and municipal regions. 
Initially, however, new areas will institute 
the system in only a few cities or counties. 

Under this system, workers and their 
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employing unit enter into renewable con- 
tracts that specify the term of the contract 
(generally one to three years) and the 
rights and obligations of both parties. The 
contract also spells out how pay will be 
linked to performance. This varies accord- 
ing to industry and nature of the employ- 
ee’s work, but “floating wages” incor- 
porating a profit-sharing element are most 
often described. Most contracts also in- 
clude provisions for insurance against ill- 
ness, injury, disability and old age. 

To ease the introduction of the new sys- 
tem, only new workers are affected. The 
government has judged that getting vete- 
rans to give up their benefits and lifelong 
tenure would be too formidable a task at 
present. So far only a few hundred 
thousand workers have been enrolled in 
contractual-employment schemes, though 
the number is now expected to increase 
rapidly. Some veteran workers are signing 
employment contracts, however, with 
provisos that their original seniority, eligi- 
bility for promotion and retirement bene- 
fits are retained intact. 

Should a worker fail to fulfil his contrac- 
tual obligations, his “economic interests,” 
in the delicate wording of one commen- 
tator, “will be infringed upon.” Negative 
sanctions available to management in- 
clude dismissal and refusal to renew the 


contract. Supervisors’ willingness to exer- 
cise such extreme options can be en- 
hanced by suitable wording in the terms of 
their contracts. 

In stressing that anybody can be 
dismissed, the Chinese press gave promi- 
nence to disciplinary actions in September 
1982 against management personnel at the 
Shoudu Iron and Steel Co. in Peking. The 
sintering plant failed to meet quality 
specifications which adversely affected 
pig-iron output. The company dismissed 
the deputy director of the plant and three 
other staff were issued warnings. 

The Shoudu steel plant has been the 
subject of numerous articles in the 
Chinese press over the past six months. It 
is emerging as a showcase of economic re- 
form, much as the Dazhai brigade in 


Bureaucracy gone quackers . . . 


Hongkong: In the end, the economic- 
reform programme now being introduced 
by the Chinese leadership may find other 
potent enemies in addition to its already 
apparent ideological opposition—bureau- 
cratic inefficiency and red tape. The now- 
celebrated case of the new duck-transpor- 
ter rail car makes clear just how formida- 
ble a challenge bureaucratic machines can 
be. 

The fiasco began as a result of excessive 
mortality among ducks being shipped 
from Peking to Hongkong in converted 
pig transporters. The Ministry of Railways 
and the Peking Cereals and Oil Import 
and Export Co. (Ceroils) were instructed 
to develop a new type of duck transporter. 
A successful prototype was built in Wuhan 
and tested in September 1982. The model 
then sat on a railway siding in Peking until 
January — when it was discovered, its 
electrical equipment stripped, by Fang 
Lichen, an enterprising reporter from the 
Peking economic daily, Jingji Ribao. 

Peking Ceroils had refused to pay rental 
fees of Rmb 24 (US$12) a day charged by 
the Peking Railways Bureau, on the 
ground that the new car was a prototype. 
Moreover, Ceroils alleged that its costs in 
developing the new car should have been 
borne by the other party. The Peking Rail- 
ways Bureau, however, would have none 
of it. So the duck transporter remained in 
its siding. 

Following an expose by Fang of the 
duck-transporter case in Jingji Ribao on 
January 21, both departments agreed to 
cooperate and a shipment of ducks was 
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loaded on February 11. Four days later, 
Fang discovered the car and the ducks, 
some now dead, still in the siding. This 
time the car had been held up by the Pe- 
king Railway Veterinary Quarantine Sta- 
tion. 

According to the station’s responsible 
cadre, the shipper (a consortium of farms 
near Peking) had not paid fees of Rmb 
0.02 per live duck for exchanging the 
quarantine certificate issued by the Minis- 
try of Agriculture quarantine station in 
the area where the ducks had been raised 
for a new certificate issued by the Railway 
Veterinary Quarantine Station. 

This was apparently a long-standing dis- 
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Shanxi was once held up as a model for 
radical collectivism. The slogan “Learn 


from Dazhai” in bold red characters on 
signs and walls was then a ubiquitous ele- 
ment in the Chinese landscape. 

An ironic footnote to the reform move- 
ment was the news that on December 20 
the Dazhai brigade distributed its land 
among family households and contracted 
out its industrial and forestry activities to 
specialised households. Jia Chengrang, a 
former head of the Dazhai brigade, was 
quoted in a Shanxi provincial-radio broad- 
cast as saying: “We Dazhai people will 
never follow the Dazhai road again.” 

Not unpredictably, party theorists have 
been at some pains to justify the current 
reforms in terms of Marxist doctrine. A 
People’s Daily article in late February, for 


pute. Progress had been made last Sep- 
tember, when the Ministry of Railways 
agreed that its units would accept quaran- 
tine certificates issued by the ministries of 
agriculture, commerce or foreign 
economic relations and trade as valid 
pending new unified quarantine regula- 
tions. However, the Peking Railway Vet- 
erinary Quarantine Station was acting 
under the regulations of the Municipal 
Animal Husbandry Bureau, which had no 
such understanding. It insisted that the 
duck farmers were a year in arrears for 
quarantine-certificate exchange fees and 
the ducks could not move until these were 
paid. 

After protracted negotiations, a com- 
promise was reached in which the quaran- 
tine station agreed to accept a promissory 
note in lieu of the fee. On February 17 the 
surviving Peking ducks resumed their 
journey to Hongkong. 

The significance of the episode for 
China’s reform movement was not lost. In 
a subsequent editorial, the Jingji Ribao 
commented: “The buck-passing that 
marks the duck-carrying car case is not an 
isolated phenomenon. The leading cadres 
of the state council have attached unusu- 
ally great importance to this matter, and 
they have once again pointed out that we 
should not think that everything is in order 
now that the car in question is finally in op- 
eration. To create a new situation in 
socialist modernisation, we cannot do 
without a series of reforms aimed at de- 
stroying the old and creating the new. The 
duck-transporter case of passing the buck 
is a mirror that allows this principle to be 
seen clearly.” Lamentably all too clearly. 

— ROBERT DELFS 
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considet the revival of the private sector to 


be a retrogressive act. But the paper's 
reply was that the success of the agricul- 
tural reforms demonstrates the potential 
of “socialist construction with Chinese 
features.” 

The reforms are held to be a refutation, 
not of socialism itself but rather of an in- 
ferior version unsuited to China’s national 
conditions, slavishly copied from foreign 
(that is, Soviet) patterns and further 
warped by hyper-egalitarian “leftist” 
practices during the Cultural Revolution. 

The charge that the contract system 
constitutes a return to the days of wage 
labour is similarly denied. “Wage labour,” 
a recent article in the Peking Fortnightly 
Discussions explained, “is a manifestation 
of the capitalist production system based 
on the private ownership of the means of 

roduction," whereas “the contract- 

abour system under socialism based on 

public ownership of the means of produc- 
tion is totally different." 


eee to the reforms, however, is 
significant among party cadres as well 
as in the military. It is understandable that 
the leaders of the reform movement, given 
their base of power in the party’s central 
committee, should prefer to defend the re- 
forms as a new but legitimate form of 
socialism rather than attempt to justify the 
abandonment of state ideology on utilita- 
rian grounds. 

Many of the reported cases of obstruc- 
tion are relatively petty. To the individu- 
als involved, however, the consequences 
can be tragic. Two peasants in Henan pro- 
vince were recently sentenced to long 
prison terms after running foul of Shenqiu 
county officials. Zhang Jintian and Chai 
Yun had privately undertaken to trans- 
port a shipment of synthetic cloth, Their 
goods were seized and they were charged 
and convicted with failure to register pro- 

rly as individual traders with the county 

ndustrial and Commercial Control De- 
partment. A newspaper in Zhengzhou, 
the provincial capital, has criticised the 
case and called for a retrial. There have 
been reports of beatings, extortion and 
other forms of persecution of individuals 
who have prominently pushed for — or 
profited from — the reforms. 

In March the Ministry of Public Security 
was forced to issue a “circular on protect- 
ing households which have acquired 
wealth through labour," and numerous ar- 
ticles have appeared defending the newly 
rich in the countryside from blackmail, ex- 
tortion and extra-legal exactions. Rural 
party organisations in Sichuan and other 
areas have had to issue new regulations 
forbidding production teams from impos- 
ing arbitrary and excessive fees on wealthy 
peasants. 

The problem, as an article in the Guang- 
zhou Nanfang Ribao baldly put it, is not 
that “ordinary people" are jealous of newly 
prosperous households, but that "cadres 
with certain powers are jealous." Over the 
years, the writer claims, “these people 
have become used to poverty . . . to them, 
poverty is the badge of socialism." 
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Shopping for TV sets: standards of living get priority. 


Pragmatists leap to 


grandiose conclusions 


By V. С. Kulkarni 
Peking: Despite their new-found prag- 
matism, China’s leaders are aiming for no- 
thing less than a fourfold growth in their 
national economy by the end of the cen- 
tury. This time it is not quite a Great 
Leap Forward, nor a grand design as proc- 
laimed in 1978 by then chairman and pre- 
mier Hua Guofeng, when he called for a 
near doubling of the economy by 1985. 

But as Hua’s successors were deriding 
his unrealistic goals and dismantling or 
abandoning some of the uneconomic, pre- 
stigious projects, they started making 
their own ambitious plans. Led by 
strongman Deng Xiaoping, the new 
leadership began in late 1978 to restruc- 
ture the economy emphasising the pro- 
duction of consumer goods, raising the 
standard of living of the people and, in 
general, loosening some of the tight cen- 
tral control on the economy. Emboldened 
by the immediate successes of the liberal 
policies, by mid-1980 Deng began refer- 
ring to a possible per capita national in- 
come of US$800 by the year 2000, from 
the less than US$200 level of that year. 
Thus was born the now familiar catch- 
phrase fan liang fan, or “quadruple the 
economy," by the end of the century. It 
has since taken concrete shape and has 
received the imprimatur of the 12th party 
congress and the National People's Con- 
gress (NPC) last year. 

The stated goals for the end of the cen- 
tury compared with 1980 are: 
» To quadruple the gross annual value of 
industrial and agricultural output 
(GVIAO) from Rmb 710 billion (US$358 
billion) to Rmb 2.8 trillion or an average 
annual increase of 7.2%. (The Chinese 
prefer to use GVIAO as a standard of 
measure instead of gross national product 
or gross domestic product because the 
country's services sector is still relatively 
small.) 


» To nearly double the output of energy 
— in standard coal equivalent — to 1.2 bil- 
lion tonnes. 

» To nearly double the output of steel to 
70 million tonnes. 

» To raise power generation by nearly 
four-and-a-half times to 20 million kws. 

» To increase foodgrain production by 
43.7% to 460 million tonnes. 

» To nearly double output of cotton yarn 
to 5.75 million tonnes. 

» To stretch chemical fibres more than 
fivefold to 2.5 million tonnes. 

>» To more than quadruple exports to 
US$80 billion. 

China's energy resources are consider- 
able. Although Peking has not published 
its estimates of crude-oil reserves, 
Chinese publications have maintained 
that the country ranks eighth in petroleum 
resources — that is, between Abu Dhabi's 
reserves of 29.5 billion barrels and Libya's 
26.4 billion barrels. Some Western 
analysts put the Chinese potential some- 
where between 20 and 40 billion barrels. 
Given China's current emphasis on 
exploiting the offshore fields in the Bohai 
Gulf and the South China Sea, crude-oil 
output is set to grow faster from the late 
1980s onwards. 


hinese coal reserves are estimated at 

640.8 billion tonnes, the third largest in 
the world. Western projections of China's 
primary energy production by the end of 
the century, made in 1981 based on the 
1965-78 statistical trend, are in the order 
of 1.29 billion tonnes of standard coal 
equivalent. The modest plans for steel 
production also seem achievable. In early 
1979, before Peking's pragmatic economic 
reforms had taken hold, a study by the 
United States CIA projected that China 
could produce 60 million tónnes of stecl in 
the early 1990s at a hard-currency cost of 
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Starting 5 May, BIG ТОР — the latest and larges 
747 in commercial aviation — joins the world’s most 
modern fleet. And opens up a new era in travel comfort 
The upstairs deck, expressly designed for Business Class 
passengers, is almost twice the size of normal 747s. With 
more room to unwind and exclusive window or aisle seating. 





EVERYTHING EVER 
FLOWN BEFORE. | 


Downstairs, the First Class cabin is one of the most 
spacious in the world, and every seat is a fully reclining 
3noozzzer. There's also extra room to relax in Economy 
"lass, with more generous legroom between specially 
‘ontoured seats. 


On BIG TOP you'll find more of just about everything. 


More galleys, more movie areas, more restrooms. 

And more gentle hostesses to give you the kind of inflight 
service even other airlines talk about. Soon you can 

enjoy regular BIG TOP 747 services between Asia 

and the USA. Fly our exclusive BIG TOP. And sit 

on top of the world. SINGAPORE AIRLINES 
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some US$40 billion. Chinese plans for ag- 
riculture are also moderate, in direct con- 
trast to Hua's ambitious announcement in 
1978 of mechanisation of the farm sector 
by 1980. 

In a country where some 80% of the 
people live in the countryside, agriculture 
is a vital part of the economy, providing 
some 25-30% of the GVIAO. Agriculture 
also supplies light industry with most of its 
raw materials — about 68% — including 
cotton, oil-seeds, timber, and foodstuffs 
for the processing industry. In effect it has 
a direct bearing on about two-thirds of the 
economy. As the official Beijing Review 
puts it: “Agricultural output influences to 
a large extent the development of the na- 
tional economy and directly determines 
the scale and speed of construction.” Bad 
harvests have been in subsequent years 
followed by a drop in industrial output. 

Although the value of farm output be- 
tween 1957 and 1978 rose from Rmb 53.7 
billion to Rmb 145.9 billion, the authorita- 
tive journal Economic Research reported 
that the per capita supply of grain actually 
fell by 3.2% in the same period. Even dis- 
counting the political motivation of such a 
statement criticising past policies, the de- 
crease is a function of growth in popula- 
tion as well as over-valuation of the 
sideline farm products. “China’s agricul- 
ture has not yet been freed from a state of 
semi-sufficiency,” said Beijing Review. 
Despite the current policy of boosting 
high-value sideline production — pigs, 
poultry, fruit, vegetables, handicrafts — 
agriculture'is unlikely to feed surpluses to 
industry rapidly enough to quadruple the 
national economic output. 

The growth of population will also af- 
fect the targets for per capita national in- 
come. While the hoped-for figure of 
US$800 per head is based on a projected 
population of 1.2 billion at the end of the 
century, Chinese officials privately con- 
cede the possibility of a 1.3 billion popula- 
tion — 100 million more mouths to feed. 
In that event the per capita availability of 
foodgrains would barely rise by 10% in the 
next two decades. 

Another constraint on boosting the dis- 
posable income of the people is the con- 
tinued Chinese insistence on high rates of 
accumulation (savings as.a ratio of gross 
incomes). Accumulation rates soared to 
more than 40% for some time during the 
Cultural Revolution when people had lit- 
tle to spend their money on, but has ho- 
vered around 30% in recent years. In the 
late 1970s after Deng consolidated his 
power, eminent economists such as Xue 
Mugqiao and Xu Dixin began advocating 
that accumulation should not range above 
20-25% if peoples’ livelihoods were to be 
improved. Since last year the rate of 25- 
29% has become the accepted ratio in 
view of the ambitious plan for the end of 
the century. While the high rate of ac- 
cumulation will provide funds for invest- 
ments, it will also act as a disincentive for 
the people to produce more. 

More important than the provision of 
investment funds is efficiency in the use of 
capital. In a major speech at a national sci- 
ence conference last October, Premier 
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Building a new petrochemical plant: more investment needed. 


Zhao Ziyang revealed that Rmb 1 of capi- 
tal construction investment under the pre- 
sent system could be converted only to 80 
fen (Rmb 0.8) in fixed assets; and in turn, 
Rmb 1 of fixed assets produced an output 
value of 96 fen. “If we retain the present 
technical level and economic results, we 
will have to double our investment in 
order to double our output value,” Zhao 
pointed out. He went on to recommend 
that the way to quadruple the size of the 
economy was to improve economic man- 
agement and adopt advanced technology. 
Whether such significant qualitative im- 
provements can be effected in a span of 
two decades is the question facing Chinese 
planners. 


he Chinese are aware of such criti- 

cisms of their path to modernisation. 
Since last year the Chinese media have 
been full of explanations of the new 
policies and goals. As this debate has also 
caught attention abroad, Peking’s foreign- 
language publications have also seen fit to 
carry a series of articles on what is labelled 


% INCREASES in GVIAO, 1950-81 


(Years with more than 7.2% increase 
over previous year) 
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Source: Beijing Review. 


Chinese-type modernisation. The articles 
openly try to answer the question: can the 
goal for the year 2000 be reached? 

At the outset, the articles try to show 
that the new policies will not repeat the 
mistakes of the Great Leap Forward and 
the Cultural Revolution. They also reflect 
a tendency of gradualism for the 1980s. 
China’s sixth five-year plan calls for a 
21.7% rise in GVIAO or an annual in- 
crease of 4%. But economist Xue, who is 
also the secretary-general of the State 
Council’s Economic Research Centre, 
said the country should strive for a 5% or 
higher annual growth rate in the first half 
of the 1980s while the rate for the second 
half of the decade could be 6% or higher. 
For the 1990s Xue foresaw an annual 
growth of 8% or higher. Despite the appa- 
rent gradualism the rate for the two de- 
cades ending in 2000 works out to be an 
ambitious 7.1%. 

In justifying their end-of-the-century 
targets, the Chinese draw upon their 
economic experience since the early 
1950s. According to official Chinese 
statistics, in the 31 years 1950-81 the 
GVIAO grew at a rate of 9.2%. Inthe first 
three years (1950-52) the economy grew at 
a phenomenal rate because it was a period 
of rehabilitation from the more than a de- 
cade of war and civil chaos. However, 
even if these three years are excluded, the 
argument goes, the annual growth rate 
was in the order of 8.1%. 

Chinese economists also point out that 
in the 32 years of communist rule China’s 
growth rate was above 7.2% in 22 years 
and below 7.2% only in 10 years. This 
numbers game can also be seen in another 
light. If the first three years of rehabilita- 
tion, when there was hardly any planning 
of the economy, are ignored, and at least 
four years following the period of negative 
growth in the 1960s are excluded, only in 
14 of the 29 years 1953-81 has the growth- 
rate been above 7.2%. 

The few successes of the planned econ- 





Scientific worker: in short supply. 





omy in the past three decades have arisen 
largely from multiple cropping and adding 
on new industrial plant — enlarged repro- 
duction by extension, in Marxist jargon. 
Now there is precious little extra arable 
land available and the scope for adding on 
industrial enterprises involving additional 
investment is also limited compared with 
the past. 

Meanwhile, supply of scientific and 
technological personnel in China is still 
woefully inadequate, as the Chinese 
themselves admit. In a population of more 
than 1 billion, a mere 5.71 million or 
barely above 0.5% are classified as scien- 
tific personnel. Even among these, less 
than half (43.7%) attended colleges and 
only half of the teachers had any univer- 
sity education. 

Despite the existence of the precondi- 
tions for the post-1950s economic takeoff 
in the countries held as examples by 
China, it seems fairly obvious that such 
growth is not sustainable in the longer 
' term. Nevertheless the Chinese seem bent 
on emulating the industrialised countries 
and technical efficiency has become the 
buzzword in China today. Last June an ar- 
ticle in the party theoretical journal Red 
Flag stated that more than half of indus- 
trial plant was 20-40 years old and much of 
it required immediate replacement. Emi- 
nent economist Sun Yefang wrote before 
his death in February that depreciation of 
fixed assets should be raised from the cur- 
rent 3.3% to 10% a year in the 1980s and 
to a still higher rate in the 1990s. Roughly 
speaking, all of China's industrial plant 
will have to be replaced at least twice be- 
fore the end of the century at the 1980s 
rate recommended by Sun. Chinese 
economists argue that renovation of 
equipment would double industrial output 
by the end of the century. And by doubl- 
ing energy production and improving its 
efficiency of use by 50%, they hope to 
quadruple the nation’s GVIAO. 

If China does succeed in its stated goal 
by 2000, its GVIAO would have risen 
from Rmb 82.7 billion to a massive Rmb 
2.8 trillion or about 34 times in 48 years. 
And hardly any independent analysts 
would bet on that. 





tle of the bulge 


is no easy fight 


Peking: The United Nations recently 
gave an award to Qian Xinzhong, China’s 
family planning minister, for outstanding 
services to his. country’s population-con- 
trol programme. Qian shared the award 
with Indian Prime Minister Indira Gan- 
dhi, whose country also has a massive 
over-population problem. However, this 
is one award on whose laurels Qian — and 
for that matter Mrs Gandhi — cannot af- 
ford to rest, for the crucial battle to con- 
trol China’s burgeoning billion has only 
just begun. 

Peking's stated goal is to limit its popu- 
lation to 1.2 billion by the end of the cen- 
tury, up only 20% from the slightly in ex- 
cess of 1 billion recorded by last year's 
census (REVIEW, July 9, '82). An addi- 
tional 200 million people over the next 18 
years translates into an annual growth rate 
of less than 9.5 per 1,000, compared with a 
1981 growth rate of 14.55 per 1,000. In 
other words, it amounts to almost halving 
China's birth rate. Whether the country 
can achieve this decidedly ambitious goal 
is a matter of intense debate among the 
world's demographic experts. 

Until last year, the size of China's popu- 
lation was only being guessed at by de- 
mographers. The country had not con- 
ducted a census since 1964; selective 
statistics had been published for some 





years, but had remained incomplete, and 
disparate statements by Chinese leaders, 
rounding off figures in the hundreds of 
millions, only added to the speculation 
over China's true population. Last July's 
census — results of which were published 
in October — recorded the total popula- 
tion at 1.008 billion. However, the ex- 
tremely low rate of error claimed by the 
census takers — a net error of 0,15 per 
1,000 — raised some eyebrows among 
Western demographers. 

By way of comparison, the error rates 
— due to non-declaration — in the cen- 
suses of other countries are: Pakistan, 63 
per 1,000; Malaysia, 40; India, 17; the 
United States, 25; and Japan, nine for 
urban areas, and five for the countryside. 
Dismissing the doubts raised by foreign 
observers, Li Chengrui, director of the 
State Statistical Bureau, wrote in De- 
cember that China's census had been 
thorough and that its exceptionally low 
rate of error was justified. Li even claimed 
to foreign visitors that Western demog- 
raphers were welcome to check detailed 
calculations. While the rate of error may 
be of real interest only to academics, it 
should be pointed out that, given the size 
of China's current population, even a tiny 
error translates into a huge number of 
people. 





The slaughter of the 
innocents still goes on 


Peking: In the mid-1930s, a young 
Chinese scholar named Fei Xiaotong car- 
ried out the first known scientific study of 
a Chinese village, his research being 
hailed as a “landmark in the development 
of anthropological field work and theory." 
Fei observed in his study that female in- 
fanticide was an ugly form of population 
control among the rural poor. Aside from 
economic necessity, traditional mores also 
reinforced the practice: “A girl is of less 
value in the eyes of parents because she 
cannot carry on the ‘incense and fire’ (or 
the family lineage) and because as soon as 
she is mature she will leave her parents." 

Today Fei is the doyen of Chinese 
sociologists and, despite three decades of 
communist rule, the stranglehold of 
thousands of years of tradition still grips 
the countryside. In February, the Nanfang 
Daily reported that at least 210 baby girls 
were murdered shortly after birth in 
Guangdong province last year. “In some 
villages they keep a bucket full of water by 
the mother's bed as she is giving birth, and 
if the screaming infant turns out to be a 
girl, she is immediately drowned in it," 
said the report, one among many in recent 
months. 


In another report, China Youth News 
stated that in some rural. communes three 
out of every five surviving children were 
boys. And in parts of Anhui province 
many men over 40 remain unmarried for 
want of suitable brides, according to other 
reports. In Anhui's Huaiyuan county, of 
10,768 post-natal survivors in 1981, only 
41.8% were girls, or for every 52 boys 
there were only 42 girls. 

But the practice of female infanticide is 
not confined to remote villages. It also oc- 
curs in cities — in the families of party 
members and even responsible officials, 
the People's Daily joined in. An official of 
the All-China Women's Federation told 
the press in March that the imbalance in 
numbers of boys and girls had already af- 
fected some places, and if the problem was 
not corrected it would create social ten- 
sions. Admittedly the imbalance between 
the sexes has been corrected somewhat. 
At the beginning of this century there 
were an estimated 122 men for every 100 
women, while last year's census revealed a 
national average of 106 men for 100 
women. But continued female infanticide 
could create future social problems. 

Although infanticide, like wife-beating, 
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In any event, China can claim success 
for its population-control programme of 
the 1970s. The rate of natural increase — 
births minus deaths — halved from 23.4 
per 1,000 in 1971 to 11.7 in 1979, though it 
edged up to 14.55 two years later. The 
question is whether the performance of 
the 1970s can be repeated for the next two 
decades or so. Here, one confronts the 
problem of the increase in absolute num- 
bers, even though the growth rate de- 
clines. For instance, the rate of natural in- 
crease declined by almost half from 20.32 
per 1,000 in 1955 to 11.7 in 1979, but the 
population still increased by 12.33 million 
and 12.83 million, respectively, for those 
years. 


nune factor affecting China's popu- 
lation outlook will be the impact of two 
baby booms experienced in 1953-57 and 
1963-71 when some 230 million children 
were born. These and many millions more 
born in the first half of the 1970s will be 
producing their own children for the com- 
Nom decades at least. According to the 

ina Daily, some 13 million young 
couples will be reaching marriageable age 
every year up to 2000. Even if each of 
these couples produces just one child, as 
the planners hope, China's population 
would shoot beyond the 1.2 billion target 
for the end of the century. 

The after-effects of the two baby booms 
are expected to be such that no significant 
reduction in the population growth rate 
can be expected in the 1980s, wrote de- 
mographer Hou Wenruo in the Beijing 
Review. And even if family planning mea- 


is a criminal offence, these acts are treated 
in many places merely as family disputes 
by indifferent village officials. Some are 
even known to support such activities as a 
means of carrying out China's one-couple 
one-child policy because “everyone wants 
a boy and not a girl," according to Nan- 
fang Daily. In a bid to produce a son, Xin 
Cuihua, the mother of seven daughters, 
gave birth to an eighth child late last year 
and was dismissed as deputy to the Shanxi 
provincial people's congress. Another 
woman, Liu Fenlin, refused to undergo an 
abortion during her fourth pregnancy and 
was expelled from the communist party 
last year. The defiant mother told the 
Hebei Daily: “I would rather lose my 
party membership than not have a son." 

Liang Jimin, director of the general of- 
fice of the State Family Planning Commis- 
sion, told the REVIEW that though there 
were cases of female infanticide, ill-treat- 
ment of mothers who bore only daughters 
and officials who defied state and party 
policies, these were "extremely rare." 
Still, the fact that they are so widely publi- 
cised in the media is an indication of the 
seriousness of the problem. 

The urgency of China's population pro- 
blem was emphasised when family plan- 
ning was set out as a national goal in the 
constitution adopted in December last 
year. For the first time since the com- 
munists came to power, population con- 
trol received the unqualified blessing of 
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sures are “fairly successful,” 19 million 
new births can be expected annually for 


the rest of this decade, the People’s Daily 


predicted, 

The success of birth control depends 
mainly on the fertility pattern of women in 
a society. Late last year China carried out 
a major fertility survey — the largest of its 
kind in the world — involving ! million 
women, The results of the survey were 
heartening in that they suggested the fer- 
tility rate of Chinese women dropped 
from 5.8 children per woman in 1971 to 
2.63 in 1981. While the drop in fecundity 
was commendable, it should be noted that 


the entire leadership. In contrast many of 
the country’s leaders in the 1950s and 
1960s including Mao Zedong, had argued 
that a growing population would be a 
stimulus to economic growth in a socialist 
system — a view labelled as erroneous 
leftist thinking by today’s leaders. With a 
population of just over 1 billion last year, 
China plans to limit its numbers to 1.2 bil- 
lion by the end of this century by control- 
ling the birth rate and promoting the con- 
cept of a one-child family. The family 
planning slogan of the 1970s was “one is 
good, two is enough.” From now on young 
Chinese couples will have to make do with 
only one baby. 


n the 1970s it was widely believed by 

foreigners that the government's exten- 
sive control over all aspects of life in China 
made it easy for the leadership to carry out 
social policies. Even peer-group pressure 
was thought to be so pervasive that adher- 
ence to the norm was taken for granted. 
There was no dearth of stories — encour- 
aged by the Chinese themselves — about 
the way in which neighbourhood commit- 
tees would decide at evening sessions 
which couples in the area would be al- 
lowed to have babies that year. 

Now that state and party controls over 
the lives of people are generally being re- 
laxed, the leadership has realised that ap- 
plying social pressure on the populace 
may no longer be easy. Therefore the 








in 1971 the Chinese 
emphasis on planned 
pr had barely 

gun and 10 years 
later only the daught- 
ers of the early years of 
the first baby boom 
were reaching marriage 
able age. With the on- 
rush of millions of 
young married women 
for the rest of the cen- 
tury, it is doubtful if the 
fertility rate. can be 
further significantly re- 
duced. 

While rates of natu- 
ral increase have been 
reduced — especially 
in the cities — rates in 
rural areas remain 50% 
higher than in urban 
areas. If this differen- 
tial continues, and 
there are scant signs to the contrary, the 
average Chinese family could be nearer 
the present two-child norm than the one- 
child target. 

Chinese leaders seem to be well aware 
of such a possibility, conceding that the 
task of population control — urgent as it is 
— will remain an uphill one. Liang Jimin 
of the State Family Planning Commission 
explained to the REVIEW: "If we fail [in 
the task of population control], China's 
population could be 1.3 billion by the end 
of the century, and the growth could last 
for some 70 years [from now] and stabilise 
in 2050 at 1.8 billion." — v. G. KULKARNI 


guidelines for current family-planning ac- 
tivities, according to Liang, focus mainly 
on political propaganda and education, 
certain material incentives and penalties, 
and making birth control devices available 
as extensively as possible. Outright coer- 
cion in implementing these policies is 
frowned on, though it is known to exist in 
many places due to the efforts of overzeal- 
ous cadres in the countryside. 

The factors affecting rural population 
growth are economic as well as social. Re- 
flecting the typical central China rural 
scene are the results of a survey of five 
counties in Hubei province, published last 
year by Economic Research. magazine. 
The survey stated that though the popula- 
tion growth rate had declined since pre- 
1949, there were still factors which could 
reverse the trend: 

» Since disposable income levels were 
found to be low — about Rmb 60-120 
(US$30-60) per capita annually — peas- 
ants would seek to enlarge their families, 
since larger families invariably had higher 
per-capita incomes. Higher levels of dis- 
posable income would enable peasants to 
purchase such sought-after consumer dur- 
ables as sewing machines, bicycles, radios, 
and wrist watches. Most surveyed families 
already enjoyed the basic necessities. 

» The traditional view that more sons 
bring a family more happiness was found 
to be very strong in the countryside and, as 
a consequence, extended rural families 
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In order to educate the T on.. 
urgency of birth control, the Chinese 
ia relentlessly pour out a plethora of 
eighty statistics: more than half the in- 
eased foodgrain output goes to feed the 
population; the annual increase in 
tal investment up їо 1977 could pro- 
ly 2 million jobs, while some 17 
ion have been joining the workforce 
ually since 1966; per capita arable land 
decreased by half to a pitiful 0.1 ha. 
> 1949, and the average living space in 
areas has shrunk from 4.5 sq. ms to 
6 sq. ms, thanks to the new babies born 

e past 30 yea 

































atistics mean little to 
ants who grow their 
their own houses, . 
ough the pressures of a growing popula- 

Поп are felt intensely by urban residents 
ho must fork out cash for their room and 
rd. The cost of bringing up a child to 16 
years of age is estimated to be Rmb 7,000 
rban areas, while it is only Rmb 1,600 

in the countryside. Moreover, after mini- 
mal primary-level schooling, the rural 





David Bonavia 
kong: The Chinese leadership is 
rking hard to dispet doubts about the 
ideological correctness of its changes in 
agricultural policy — which aim to put the 
clock back by 25 years, and revert to the 
cooperative system which was replaced in 
58 by the late chairman Mao Zedong's 
sistence on the need to set up People's 
Communes. 
-> The system of contractüal family farm- 
ing, which was initiated more than four 
years ago, has been defended vigorously 
by the leadership's top agricultural expert, 
Du Runsheng. Named last year as head of 
State Commission on Rural Policy Re- 
'search, 74-year-old Du has had long ex- 
nce of agricultural administration. 
orn in Shanxi province, he served from 
1949-54 in th "Central-South 
Bureau, and wa tive in the Academy of 
Sciences. ^ ^^ . 

‘He visited the Soviët Union in 1957, be- 
"fore the Sino-Soviét split came into the 
open, and was denounced and disgraced 
by the Red Guards in 1967. Du reap- 
peared in 1979 as а vice-minister of the 
-State Agricultural Comm гапа visit- 
ed Yugoslavia, Denmark; Belgium and: 






































Remodelling the 
rative society - 


ents and pertice for those who | 


roduce more. The much-publicised re- 


"wards include extended honeymoons for 
‘couples marrying late, extra maternity 


leave for mothers of first-born children, 
and free nufseries, preferential treatment 
over housing, and bonuses arid pensions 
for one-child parents. The penalties for er- 
ring parents could involve loss of pay and 
bonuses and no promotions at work. 

However, there are some exceptions to 
the rigid one-child requirement. Couples 
can have a second child if the first one is 
born deformed, or if one partner of a re- 
married couple has a child from a previous 
marriage but the other does not, or if one 
partner has been sterile for many years 
and the couple have adopted a child but 
still want to produce a child of their own. 
Also exempt from the rule are minority 
nationalities and тетей Overseas 
Chinese. 

In order not to offend traditional mores 

too much, still more concessions have 
been made in the countryside. For exam- 
ple, in Shanxi province. rural couples can 
have a second child if: 
» After marriage the husband settles 
down with the family of an only daughter. 
» Only one of three or more brothers is 
fertile. 









the Netherlands to observe agricultural 
techniques there. 

Writing in the People’s Daily, Du said 
“some comrades have doubts” about the 
so-called responsibility systems which 
have proved popular among the peasants 
and helped bring record harvests in 1982, 
with grain production rising to 344 million 
tonnes. The mission for China’s agricul- 
tural planners is to perfect the “coopera- 
tive economy” in the rural areas, accord- 
ing to Du. The word “cooperative,” with 
its implications of the early farm policy of 
the communist party in the mid-1950s, has 
not hitherto been widely used to describe 
the liberal reforms which have followed 


the third plenary session of the 11th Cen-- 


tral Committee held in late 1978. 

So far the normal practice has been to 
call communes, production: brigades and 
productions teams “the collective,” while 
“cooperative” has been used mainly to de- 
signate the small urban ‘enterprises set up 
to provide employment for jobless young 
people. Stressing that this does not mean a 


-return to private land ownership or- 
mutual exploitation, Du wrote: "Through. 


the cooperative system the peasants can 












population 
growth and promoting a subsequent rise in 
standards of living, the government’s new 
policies for economic growth could work 
against limiting the size of families. Under 
China’s new rural family responsibility 
system, every household hands over to the 
state a certain amount of its production 
and keeps any surplus for itself. The more 
households produce, the more income 
they make — unlike in the former com- 
mune system under which production was 
equitably distributed. And the bigger the 
family, the more it can produce. ` 









C of aged parents and grandparents, 
the cornerstone of Confucian ethics, 
also militates against small families in the 
villages: Although the aged are covered 
by a system called the Five Guarantees — 
food, clothing, shelter, health care and 
cremation — facilities are often so pitiful 
and demeaning that only the destitute 
utilise them. 





combine-their labour according to the 
principle of voluntary participation and 
mutual benefit, ease themselves into the 
system of public ownership of the basic 
means of production, improve their 
economic status, and avoid the bitterness 
of capitalist polarisation.” 

The virtues of the new system are extol- 
led on the ground that it permits state 
planning to: coexist with free decision- 
making by the peasants and acts as a trans- 


itional stage leading to "true socialism." 


Another main advantage of the system is 
what Du calls the "transitional form of 
economy ...serving asa link between the 
past and the future." He cites Lenin as his 
authority on the advantages Of the 
cooperative movement. And in due 
course, Du says, the cooperatives will 
serve аѕ а means to introduce socialism to 
the countryside -— something which the 
peasants, for all the starry-eyed admira- 
tion they have evoked among enthusiastic 
visitors to China, have"stubbornly re- 
sisted, because they cherish their indepen- 
dence and the right to earn for themselves 
as much as they can, how they can. 
The original cooperatives, following the 
massive land réforms and 'expropriations 
of landowners and ric 
early 1950s, were based on a'share-out of 
land and draught animals among the peas- 
‘ants. However, experience showed that 
small cooperatives performed better than 
large ones: - 
fore more than 1: % of rural house- 

















Old people's home in China: talk, but not much action. 


Although there are homes for the aged 
in the cities, they are practically non-exis- 
tent in the countryside. The leadership is 
talking of establishing a rural pension sys- 
tem and rural old-age homes but, with the 
new family responsibility system, rural 
production units will not be able to ac- 
cumulate enough funds for such purposes. 
And a state-financed comprehensive so- 
cial security system remains way beyond 
the government's means for the foresee- 
able future. 

In the long run China also plans to re- 
duce the state-owned sector of the econ- 
omy by making room for more loosely knit 


holds had gone over to the cooperatives, it 
was decided to speed up the measure by 
implementing the more socialistic “ad- 
vanced producer cooperatives” (APCs). 
But within six months of this decision, 
Mao decreed the setting up of the com- 
munes — allegedly a spontaneous deve- 
lopment at a Henan cooperative called (at 
that time) Sputnik (now back to its origi- 
nal name of Qiliying). Mao’s statement 
that “the People’s Communes are good” 
was taken as the banner of mass im- 
plementation of the movement in most 
parts of China — with results, over a 
three-year period, which are now seen as 
having been disastrous. 

“We made ‘Left’ mistakes in the early 
stage,” Du says. “We wanted total sociali- 
sation.” Private plots and household 
sideline production were abolished, Marx- 
ist economic “laws” were inappropriate- 
ly followed, public mess halls and col- 
lectivisation of property antagonised the 
peasants — who are, and always have 
been, the most dyed-in-the-wool indi- 
vidualists in Chinese society. 


he division of the communes into three 

tiers — commune leadership, pro- 
duction-brigade management and produc- 
tion-team farming — was used to mollify 
the peasants and reduce the rigours of 
Mao’s egalitarian dream. Deng Xiaoping, 
now China’s elder statesman and the 
power behind General Secretary Hu 
Yaobang and Premier Zhao Ziyang — as 
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and collectively-owned enterprises and 
even for private individuals who could aug- 
ment the relaxation of state control of 
people's lives. As these enterprises would 
be self-governing and would be required 
to pay taxes on their profits, the long arm 
of the state would be hard put to reach the 
people in order to enforce population con- 
trol. The Chinese leadership does not 
seem to have given much thought to this 
problem. “This is a new situation and we 
have yet to study thoroughly its impact on 
family planning," conceded Liang. 

If the carrot-and-stick approach to 
population control fails, the leadership 


well as the late former head of state Liu 
Shaoqi — introduced the reforms known 
as the "Sixty Articles," granting and 
guaranteeing substantial rights of au- 
tonomy at the production-team level — 
that is, the lowest. 

Mao, while seeming to comply, soon 
counter-attacked with his promotion of 
the experience of Dazhai Production 
Brigade in Shanxi, where the protiuction 
teams were merged into a single produc- 
tion brigade, accounting was carried out 
on that level, private plots were *voluntar- 
ily" relinquished and the emphasis was put 
on attaining self-sufficiency through back- 
breaking toil and self-sacrifice. 

Had the APC scheme gone ahead in the 
late 1950s, the system of accounting at the 
team level would have been implemented 
then, without the creation of communes as 
political and administrative units. (They 
have been stripped of these powers under 
the new state constitution promulgated in 
1982.) 

Du puts his finger on the problem of 
public ownership of land by pointing out 
that peasants will not take care of it as well 
as if they had a sense of ownership. He 
proposes this should be overcome by see- 
ing that there is stable tenure, even if the 
land is theoretically owned by all, so that is 
in the peasants' long-term interest to hus- 
band its resources. 

He denounces as a “misconception” the 
idea that the commune system was fairer 
than cooperatives, old ог пем. 


will have to resort to some measure of 
coercion to implement its family planning 
goals. Despite official denials, cases of 
forced abortion — some as late as in the 
eighth month of pregnancy — have come 
to light, though the extent of such prac- 
tices is hard to judge. Voluntary abortions 
are permitted up to six months after con- 
ception. These come under medical regu- 
lations which do not have the force of law, 
but apparently there are penalties for vio- 
lating them. 

Early this year a newspaper in Fujian 
province reported that in one district, all 
women with two children were undergo- 
ing compulsory sterilisation, and those 
who became pregnant a second time had 
to undergo abortions and then be 
sterilised. When asked about these deve- 
lopments, Qian Xinzhong, minister in 
charge of the Family Planning Commis- 
sion, told reporters that the measures in 
Fujian were "understandable." 

Despite such strong official backing, the 
job of a family planning cadre in the coun- 
tryside can be hazardous. State Councillor 
Bo Yibo admitted in December that 
women candidates did poorly in last year's 
local elections because rural people re- 
sented their efforts to enforce birth con- 
trol. In Sichuan province, irate villagers 
plundered the private plots of family-plan- 
ning workers for the same reason. The au- 
thorities had to compensate the victims 
and assure them of their full support in 
carrying out a less-than-popular policy. 

— V. G. KULKARNI 


Egalitarianism, in the philosophy of Deng 
and his leadership group, is different from 
equity — which means recognising the 
existence in different parts of the country 
of inequalities of land tenure and crop 
yield and concentrating on giving 
everyone a chance to make the best of the 
resources at his or her disposal. 

The cooperatives system will also cut 
down on the need for large numbers of 
non-productive cadres, a chronic grie- 
vance among the peasants, who have to 
feed them and take their orders to boot. 
Du also stands up for the early 1960s 
policy, closely associated with Liu, of 
"three guarantees and one reward" — 
under which peasants sold an agreed share 
of their products to the state, and in turn 
enjoyed certain economic liberties. It was, 
in other words, an early version of the re- 
sponsibilities system now in practice. 

The article defends the right of peasant 
families to devote themselves to special- 
ised work tasks not involving the produc- 
tion of grain or other basic crops (cotton, 
oilseeds and sweet potatoes). This might 
mean anything from mechanical repair to 
rearing chickens. Specialisation can also 
eliminate the unpopular and time-wasting 
system of allocating various work tasks to 
different individuals or families on a day- 
to-day basis. Du's proposals are certain to 
be controversial in the leadership and 
bureaucracy, representing as they do a vir- 
tual declaration that the socialisation of 
agriculture has been a failure. 








Hanoi: Vietnam, which is totally depen- 
dent on imported oil == nearly all of it 
rom the Soviet Union — hopes to start 
roducing its own crude from an offshore 
Id later this year; according to Foreign 
ister Nguyen Co Thach. In an inter- 
here, he told the REVIEW that with 
et assistance, Vietnam “will have the 
st.oilat the end of this year.” 
Thach said the country could be self- 
ent in oil by 1985 or 1986 апа be- 
xporting crude in 1990. Some, how- 
ег, dispute this claim: His comments 
the most optimistic public assessment 
а senior Vietnamese official since 
inoi signed an oil cooperation agree- 
` with the Soviet Union in. 1981 at 
'und the time the last of three Western: 
companies — West Germany's De- 
nex, Italy's Agip (Overseas) and a 
adian group headed by a subsidiary of 
low Valley Industries of Calgary — said it 
as pulling out of the oil search off the 
Ist af southern Vietnam. 
The companies operated from the port 
ung Tau under ser “contracts 
iegotiated with the communistauthorities 
fter the fall of the United States-backed 
government in Saigon in April 1975: The 
Western firms quit mainly because of dis- 
ippointing exploration results and the 
righ costs involved. They drilled 12 con- 
ecutive dry wells at a costof some US$90 

























ion. | 
Thach said the Vietham-Soviet group 
was concentrating ‘initially on an oil find 
nown as the Bach Ho structure.: Disco- 
ered by the American: firm Mobil not 












outhern Vietnam, it. is about 120 kms 
outheast of. Vung Tau and was not given 
o any of the three Western oil companies 
er 1975. as 
Thach said the US firm sank a wildcat 
ell. in the: Bach ‘Ho: structure’ which 
owed at a rate of some 2,300 barrels а 
But he claimed Mobil did not disclose 
significance of the discovery. “The 
[oil-exploration] teams are also 
'y highly qualified. They have given us 
formation that this Bach Ho structure 
ty promising. The Soviets have sur- 
ed other areas [off Vung Tau]. But 
he. first thing is exploitation’ of. Bach 



























ne Western diplomat here.said there 
te now probably 5-600 Soviet techni- 
ians in Vung Tau engaged in the search 
for petroleum... Many have their families 
with them. Another said he had heard the 


Soviets had acquired a Norwegian produc- 
боп platform. "Fhach said. а platform: 


would be installed over the Ba 









"before the communist takeover of | 





ture very soon. He said Soviet technicians 


would build production platforms in Vung 


Tau, then take them out to sea to tap more’ 


oil from the field. : 

However, Western sources doubt whe- 
ther the Soviets and Vietnamese will be 
able to get substantial quantities of oil 
from Bach Ho, at least within the time- 
frame outlined by Thach. They said de- 
lineation drilling: would be necessary to 
determine the sizé of the reserve. 

An official with an international organi- 
sation in Vietnam said he had found the 
Soviets "less forthcoming than a year ago 
about Vietnam's offshore-oil prospects, 
so presumably they are less optimistic." 
Recently, the Soviet Ambassador to Viet- 
nam, B. N. Chaplin, is reported to have 
told European Economic Community 
heads of mission in Hanoi that the first oil 
off southern Vietnam would not flow be- 
fore 1984-85. | 

One Western diplomat here said if any- 
thing, the significance of the US oil find in 
Bach Ho in the dying days of the Vietnam 
War was exaggerated by American au- 
thorities to sustain flagging congressional 
support for the government of then South 
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Vietnamese president Nguyen Van Thieu. 
Another said that while the Soviets 
might be able to put production platforms 
into position over the Bach Ho structure 
and pump oil into waiting tankers, Не 
doubted that they had the necessary ex- 
‘perience to spearhead a successful petro- 
leum-exploration. and exploitation drive 
elsewhere in the relatively deep and often 
unpredictable waters of the South China 
Sea. os E 
But the sources agreed there. were 
strong incentives for both Vietnam and 
the Soviet Union to succeed in their oil ad- 
‘venture: Production of crude from Bach 
Ho should rekindle Western interest in 
Vietnam's offshore-oil potential, provide 
astimulus for economic growth and collat- 
eral for foreign loans and ease the almost 
total reliance‘on Moscow for the supply of 
oil. 


A’ International Monetary Fund report 
on Vietnam’s economy circulated in 
April 1982 said about 1.6 million tonnes of 
petroleum products were being imported 
each year from the Soviet Union — a fig- 
ure which accounted for 13% of total im- 


Life with the robots - 


Nissan is the first of Japan’s highly automated manufacturers 
to guarantee its workers a future alongside machines 


By Mike Tharp 

Tokyo: It seems fitting that the country 
with two-thirds of the world's installed 
industrial: robots and the world’s most 
cooperative labour-management relations 
should devise the world’s first comprehen- 
sive agreement covering the replacement 
by automation of workers’ functions. Nis- 
san Motor Co., Japan’s second-largest 
vehicle maker, and the Federation of 
Japan Automobile Workers Union 
(JAW) signed ап agreement in March that 
seeks to maintain: labour-management 
harmony through mutual consultation on 
the impact of new technology in the work- 
place. 


Besides forbidding the dismissal or. 


layoff of union members because of the in- 
troduction of new technology, the agree- 


ment. also covers working conditions, | 
health and safety, education and training, | 
job changes: Analysts | 


reassignment and: 
the co Is 


as a pre 





dent for other Japanese industries, such as 
electrical appliances and steel, where au- 
tomation is steadily increasing. 

Haruki Shimizu, general secretary of 
the 230,000-member JAW, believes the 
agreement should also extend beyond na- 
tional borders. “If Japan should advance 
in competitive power because of a greater 
degree of robotisation, and if other coun- 
tries don’t advance; there will be a differ- 
ence: of competitive: power, leading to 
trade friction," he said. “There must be 
harmonisation, country by country, on the 
introduction of robots." 

Any value of the agreement as a prece- 
dent may be diluted by its lack of specific 





























"o dm 1981, Nori-manufacturing Sectors, such 


ports in 1981: Othe 
Sources said Vietna 
is now estimated to: 
need 2 million tonnes. 
.Of petroleum р 
ducts a year. The T 
said the Vietna, 







dence on: {оге | 
through conserva- 
tion, domestic 

exploration oh 





crease of about 200° 
їп © 1981, 
Soviet 
; were stil 
Thach said the price w s lower than that 
charged to other Soviet allies i in the Com- 
econ economic gro} He said Mos- 
cow’s petroleum was pr ided to Vietnam 
on arn indefinite deferred-payment basis. 
If Vietnam could not pay in cash or non-oil 
trade products for Soviet supplies, it 
would recompense Moscow from oil 
found in Vietnam when in a position to do 
$0. 

Western sources said since Vietnam's 
foreign-exchange reserves were almost 
totally depleted, an amount equivalent to 
the value of the oil products was deducted 
from the rouble value of Soviet economic 


oil. 


















the REVIEW. “How do you really retrain а 
middle-aged autoworker to become a 
` salesman?” 

JAW includes only union members who 

^work for Nissan and its related firms, but 
the group is affiliated with 373,000 other 
unionists in 11 other automotive enter- 
„prises. The agreement, however, applies 
only to Nissan workers. 

It was reached against a background of 
both rising automation and rising un- 
employment in Japan: According to the 
Japan Industrial’ Robot Association, in 
May 1982 there were 14,250 robots instal- 
led‘in Japan, 62.7% of the global total. 
"The United States was second with 4,100 
robots, or 18.1%. (Most statistics ‘on 
robots are open to some question because 
the definition of a robot varies widely 
from country to country. American 
analysts put that nation's ratio higher, but 
Japan clearly enjoys a substantial lead 
over everybody else.) 


етапа for industrial robots. in Japan's 













3290 billion (US$1.2 billion) by 1985 and 
` X520 billion by 1991, up from ¥ 108 billion 


as nuclear energy, ocean exploration and 


xpected to swell demand 
ards, Japai 







manufacturing sectorisexpected toreach- 





BEVIEWMAP by Frank Tam. 
aid which includes grant, concessional- 
loan and trade-exchange terms. Soviet 
economic aid to Vietnam is worth about 


US$950 million a year, according to West- | 


ern estimates. 
Success in the Vietnam petroleum 


search would enable the Soviet Union to | 


recover some of the oil it has provided to 


Vietnam since 1975. (Thach said Moscow | 


and its East European allies had agreed to 
wipe out debts owed to them by Vietnam 
before that date.) It would also under- 
score the Soviet Union's position as a reli- 
able ally of Hanoi and demonstrate that 
the Soviets could succeed where capitalist 


oil moguls failed. Шш 


cent (February) unemployment rate of 


2.7% would be enviable, but the figure 
was only slightly below January’s 2.72% 
— the highest since such figures began to 
be recorded, in 1953. The Labour Minis- 


try said the number of unemployed rose | 
300,000 during February to a total of 1.65 | 


million. Labour experts believe the un- 


employment rate is higher than official | 


statistics because they do not include 
many female applicants who do not apply 
for unemployment benefits. Moreover, 
many big firms keep redundant workers 
on their payrolls under Japan's lifetime- 
employment system. 

Many economists foresee a: worsening 
in the employment picture. “There is a 
general feeling of pessimism,” said one 
labour expert. “A lot of people who are 
looking for jobs are not finding them. The 
normal absorbers — stores and services — 
are not hiring as much, so there is little en- 
couragement that things will pick up 
quickly.” 

Higher unemployment figures dovetail 
with projections of fewer jobs in the 
manufacturing sector in future. A recent 
survey by the Economic Planning Agency 
indicated that 4.6% of those polled pre- 
dicted a sizable cut in the workforce re- 
sulting from office automation, ond 
63. 1% foresaw а i reduction ^t 


Large investment instituti nsan 
individual investors often earn a4 
return on their investments. This is our 
minimum objective. Buying power апа: 
inside knowledge are the levers to make 
high returns. For it's still true the more yo 
have, the more you can make. 







Put our power 
behind you 


Now, small and medium sized investors 
can earn similar returns. The idea is simp! 
First Overseas Investment Services Ltd - 
provides the essential inside expertise ап 
buying power to boost you into the - 
multi-million dollar league. © 




















“Maximizing returns 
„at minimum risk . 
First Overseas investment Services Ltd 





purchase: А 

spread of investments. Our current 
syndicates are running at an annuali 
potential profit in excess of 100 


Stock Option 
Syndicates work 


If you invest $20,000 as an individual and 
buy 400 shares at $50, a rise in the stock's 
value of $2 gives you a profit of $800-less- 
brokerage commission. The same am 
invested by First Overseas at premiuir 
(premiums can vary) controls 20, 
shares. Arise of $2 ashare gives yo 

` of $20,000 on your original investme th 
brokerage commission... 

First Overseas trades on the America 
market and only deals through its own * 
syndicate managers at leading: US. 

3 brokerage houses. 

































5 uccess speaks for изе 

` You can start taking advantage of ou 
Stock Option Syndicate with a litt. 
$10,000. 
: Somake your money really: wo h 
`: power of First Overseas Investment 

Services Ltd: 

Send 1for free brochure and documentatio 


Please post the coupon, complete wit! 
telephone number and/or telex numbe 
for your free brochure and complete. 
documentation to obtain maximum 
return. 


NAME 















ADDRESS 


TELEPHONE (OFFICE) 
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TELEX 

Your maximum investment would be 
{ 110.000$ [ 20.000$( 130.000$ 
1 140.000$ | 180-0905 | Jabove 




























One September 1982 survey by a Japan- 
ese magazine showed that.59% of the 
panies responding recorded lower 
ployment where robots were installed 
and 65% believed employment would 
continue to decline. 
Significantly, the .Nissan-JAW agree- 
ment does not guarantee the same number 
f jobs in a decade as there are now. Its 
n purpose seems.to be to reassure the 
esent workforce that they will not be ad- 
rsely affected. by the introduction of 
technology. However, it does not 
mmit Nissan to hire new recruits to re- 
ace workers lost. through attrition. 
The agreement's main. provisions, be- 
the anti-layoff clause, include: 
he company will not downgrade posi- 
s or reduce wages or working condi- 
f any union members as a result of 
troduction of new technology. 
very posible. means wil. be tried by 




















| сотрапу will provide ` eaters | wit 

necessary education and training, accord- 
ing to their aptitude and ability. The com- 
pany will also consider members’ ap- 
titudes and abilities in reassigning them or 













changing their jobs. 


issan signed the agreement as part of its 

well-known programme to automate as 
much of its production plants as possible. 
“It is essential for carmakers.to move 
ahead of their rivals in introducing new 
technologies and exploiting them to the 
full,” said a company statement. “It goes 
without saying that the positive coopera- 
tion of the union members who actually 
handie production facilities and equip- 
ment is indispensable to the smooth intro- 


duction of new technologies.” 


Various management associations con- 
tend employment may expand as a result 
of wider usage of robots and office auto- 
mation. They point to likely increases in 
the number of workers engaged in service 





z e ysicany | ng 
місе sector — a a trend that will increase as 

. the life expectancy of the Japanese grows 
and the national pension plans begin to ex- 
perience: funding problems (REVIEW, 
Apr. 21). 

-Others are not so sanguine. “If we are 
not so careful about the future control of 
the rate of [robot] development, we will 
have difficulty with unemployment,” said 
Toshio Sada, professor at Tokyo Univer- 
sity and an expert on robotics. 

Nissan and the union federation are try- 
ing to prepare future workers by minimis- 
ing the impact of new technology on em- 
ployees. It is far from certain that they will 
succeed, Бш management and union 
members have taken an important step by 
recognising the problem and laying the 
groundwork for dealing with it. As JAW’s 
Shimizu says: "Robotisation must be con- 
trolled for the sake of human beings, but 
one company’ s approach alone will not 
suffice.” u 





































By Jon Sikes 

Singapore: The replacement of people 
by robots to operate factories is the least 
worry over robotisation- here. The 
question is rather whether there will be 
enough workers for jobs that will be made 
ivailable with Singapore's thrust towards 


Overnment is still trying to persuade a re- 
ctant industry towards automation. 

А variety of factors should serve to insu- 
ate workers here. from future job dis- 
placement due to robotisation. An acute 
labour shortage has been projected for the 
late 1980s. And the Singapore workforce 
is relatively young — the average age is 
only 32.5 — and therefore more adaptable 
id much less threatened by new technol- 


vith Singapore no longer able to offer 
low wages, technology-upgrading in virtu- 
y every sector has become a high na- 
onal priority. In particular, robotisation 
g heavily promoted by the govern- 
Singapore already accounts for half 
Asean's total robot. population. The 
conomic Development Board (EDB) is 
ively. coordinating foreign expertise 
locally based companies. The EDB, 
already has a "pioneer status" pro- 
une exempting new companies from 
taxes for a period of up to 10 years, now 
offers five financing раска ges for the pur- 
chase of robots and associated technical 
support and maintenance. 7 

` Still, Singapore industry has been slow 
‚ imemploying robots. At present, there are 
230 robots spread thinly among 80 com- 


96. 


high-technology industries. In fact, the | 





;panies in Singapore. Most of them are re: 


те future belongs to me 
Singapore's workers have no worry about being replaced 
by robots as павеву moves towards automation 


_latively unsophisticated — some 210 are 
what is known as manual manipulators 


which are unprogrammable and operated 
directly by a human being. The rest are of 
the playback variety which are operated in 
accordance with a sequence which has 
been taught by humans. Conspicuously 
absent are the more high-technology, in- 
telligent robots that automatically adapt 
their sequence to the signals of a built-in 
computer or optical sensor — the type the 
government is most intérested in promot- 
ing. 

Companies that have already made in- 
vestment in robots cite several reasons for 
reticence, with the primary one being that 
Singapore's infrastructure has yet to deve- 
lop to the point where adequate support 
can be easily obtained. Y. Kikuchi, gen- 
eral manager of Asian Machine Pte, which 
recently installed three: robots, said: “It 
will be another two or three years before 
Singapore reaches the right: level of 
technology. People here simply do not 
have access to the proper quality control 
or maintenance. There are not enough 
qualified engineers to support them." AF 
though the company which recently ac- 
quired Asian Machine's three robots is 
pleased with the results; Kikuchi points 
out it had a difficult time locating the ap- 
propriate software packaging. 


nother reason for the hesitancy is the 
fact that industry is so.separated from 
the actual technology that from the time а 


robot is ordered and until it is installed to | | 


the: particular specification =a process 










that takes about 12 months — it is already 
nearing obsolescence. Technology in 
robotics is improving so rapidly that com- 
panies would be better off postponing pur- 
chases until a more advanced, and proba- 
bly cheaper, model is available. Further, 
the recession which has depressed the ex- 
port markets has made it.more difficult to 
persuade companies to set aside big 
amounts for robots. 

But Singapore has clearly made certain 
strides over the past year, giving it cause 
for optimism. Asian Machine recently de- 
veloped Singapore's first industrial robot, 
built to handle plastic parts from a plastic 
ejection machine. Also, the EDB has 
teamed up with ASEA, a large Swedish 
manufacturer, and set up in February a 
robotics training centre that now helps 
Singapore industry train workers in pro- 
gramming, operation and maintenance. 
Agreement has also been reached be- 
tween the government-backed trading 
company Intraco and the American com- 
pany Scien-Tech to set up a joint-venture 
company, Scien-Tech Intraco Automa- 
tion, that will develop and manufacture 
educational and industrial robots starting 
in June. 

The future for robotics in Singapore 
looks. promising. Industry sources esti- 
mate that robot application should in- 
crease dramatically over the next five 
years to about 1,000 robots, with any pick- 
up in the export market possibly prompt- 
ing a more rapid growth. While Singapore 
is looking to wide applications of robots in 
industry, it is improbable that the republic 
will. play a. major role-in terms of their 
manufacture.. One government source 
said: “We recognise that due to our small 

“market size itis unlikely we will be able to 
attract the major producers. However, we 
urselves as being in a prime position 









TFYOU THINK SHOOTING THE 
FISHINGIN THEWORLDS OLDESTJUNGLE 


RAPIDS, JUNGLE TREKKING 


pev 


THEN YOUR DREAMS JUST CAME TRUE. 


In your dreams you may 
have pictured yourself 
journeying up forgotten 
rivers through jungles 
disturbed by nothing, 
except the passage of time. 

But in Malaysia dreams do 
come true. 

In the heaft of Peninsular 
Malaysia is Taman Negara, 
covering a vast area of 4,343 
square kilometres 

From the comfortable 
Park Headquarters you can 
go shooting 
the rapids, 






fishing, camping and jungle 
trekking. Or if you are more 
adventurous you can climb 
Peninsular Malaysia's 
highest mountain, Gunung 
Tahan. 











For wildlife enthusiasts 
there are specially 
constructed observation 
hides for animal watching 
You may even be lucky 


enough to see the 
magnificent Malaysian tiger 
In the eastern states of 
Sabah and Sarawak are 
national parks which also 
offer exciting and unique 
experiences. 
Looming above the 
Kinabalu National Park is 
the majestic Mount Kinabalu, 
Malaysia's highest mountain. 
The Park itself represents 
a fascinating treasure-house 
of fauna and flora including 
the world's largest flower, the 
Rafflesia, which can measure 
up to a metre in width 











The Bako National Park 
in Sarawak also offers much 
of interest and abounds 

with unique plant life and 
a wide variety of birds and 
insects. 

Yet another is the Niah 
National Park in Sarawak 
Here you may explore the 
many limestone сауеѕ,орѕегуе 
the collection of the much 
sought-after delicacy, ‘bird's 
nest” and view prehistoric 
wall paintings 





So why not experience 
them all by completing the 
coupon below. We will gladly 
send you further information on 
our National Parks and make 
your dreams come true 





HongkongBank Group: 
sustained growth in 1982 





Mr М С R Sandberg, CBE, Chairman, reports: 


Results for 1982 
Despite difficult conditions in 1982 the Group reported 
solid growth with profits of HK$2,357 million, an 
increase of just over 11% compared with 1981. 

At the Ordinary Yearly General Meeting a final 
dividend of 37 cents will be recommended. 

We are again this year recommending a bonus issue 
on the basis of one new share for every ten held. 

Your Board expects to be able to declare a dividend 
for 1983 at least the same as that for 1982, that is not 
less than 55 cents per share as increased by the bonus 
issue, 


General 

1982 will be memorable as one of the most testing years 
in recent history for the international financial and 
economic systems. 

It would be realistic to express only guarded hope 
that 1983 will produce a major upturn in world trade, 
although since the turn of the year there are signs that 
the American economy may be at last pulling out of 
recession. 

The Asia-Pacific region continued to demonstrate its 
ability to sustain real economic growth. Though the 
regional average of 2.4% real growth was appreciably 
lower than that of the previous year it nevertheless 
represents a solid achievement in comparison with the 
negative growth recorded elsewhere. 

Hong Kong reflected the testing pattern of the year, 
as well as being affected by additional problems of 
particular concern. During the year the global recession, 


the downturn in the local property market, and the 
consideration of the 1997 issue coincided and interacted 
to depress the economy, particularly in the final quarter. 

We are obviously encouraged by the common aim 
expressed by the Governments of The United Kingdom 
and The People’s Republic of China to maintain the 
stability and prosperity of Hong Kong. 

We have confidence that Hong Kong's stature as a 
major regional and international financial centre will not 
be diminished and that it will continue to play its role in 
providing funding and expertise for the wider development 
of the Asia-Pacific region. 


Commercial Banking 

Our operations in Hong Kong not only faced increasing 
competition but also the problems of a depressed 
economic scene especially in the real estate sector. 

The Bank produced during the year a number of 
initiatives intended to provide wider forms of funding 
for sectors of the economy currently under pressure. 

The Hang Seng Bank celebrated its 50th Anniversary 
in March 1983 and reported a very good year in 1982. 

Our relationship with Marine Midland Bank continues 
to develop and our partnership has become a source of 
real strength for both banks. 

From January 1983 the branches of Mercantile Bank 
Limited in India and Japan are operating under the 
HongkongBank name. 

HongkongBank opened full branches in Pakistan and 
Chile during the year, and a representative office in 
Taiwan. Our joint venture in Egypt, Hongkong Egyptian 
Bank SAE, became fully operational at the end of the year. 


Merchant Banking 

TKM International, which is the world's largest 

confirming house and also engages in other forms of 

trade finance, became part of the Group during the year. 
Wardley Limited was affected by the sharp fall in 

property and share prices in Hong Kong as well as 





1982 HIGHLIGHTS 1982 1981 
HKS millions 
Total Assets 379,186 304,293 
Issued Capital 5,200 3,899 
Total Shareholders Funds 15,606 14,147 
Group Profit 2,357 2,116 
Transfers to Reserves 440 588 
Total Distribution 1,144 996 
HK$ 
Earnings per share (adjusted) 1.13 1.07 
Dividend per share (adjusted) 0.55 0.49 


decreased corporate finance activity, but otherwise 
business remained at a high level. 

Wardley Australia, and Wardley Middle East, both 
had good years and I am glad to report that Antony 
Gibbs returned to profitability. 


Finance and Investment 
Fort Hall Limited, formerly Wayhong Investment 
Ltd, which holds our transportation portfolio, again 
contributed well to Group profits. 

Our hire purchase and finance companies in Hong 
Kong, Brunei, Malaysia, Singapore and the Middle East 
performed satisfactorily. 


Insurance 

The Group’s insurance interests had a year of 
consolidation and while overall profits were higher than 
in the previous year, the rate of increase was less than 
in recent years. 


E 
HIGHLIGHTS FROM THE ANNUAL REPORT 
Ш Group profits of HK$2,357 million, up 11% 


over 1981 


B Dividend of HK$0.55 per share 
(1981: HK$0.49 adjusted) 


@ Bonus issue of one for ten 


BW Marine Midland Banks, Inc reported net income of 
US$86.9 million, up 7% over 1981 


B The British Bank of the Middle East reported 45% 
profits increase to £20.6 million 


Ш Hang Seng Bank Limited reported profits of 
HK$713.7 million, up 20% over 1981 


@ Wardley Limited, our main merchant banking arm, 
recorded reduced profits but business remained at a 
high level 


W Antony Gibbs Holdings Limited has returned to 
profitability and is making good progress 

W Finance and investment companies reported good 
results in a difficult year 


@ Carlingford Insurance group made progress in a year 
of consolidation 





(x 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 
Marine Midland Bank Hongkong Bank of Canada 
The British Bank of the Middle East 
Hang Seng Bank Limited Wardley Limited 
Antony Gibbs & Sons Limited 
Mercantile Bank Limited 


I5 YEAR'S GROWTH — HIGHLIGHTS 
Dividends B Earnings © 
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Shareholders’ Funds 
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Household appliances is written with a “Z” 


Every single working day 16,000 domestic appliances roll off 
our production lines. 

Bound for kitchens anywhere in 111 countries. 
Because we are Europe’s biggest manufacturer of domestic 
appliances ...and its most innovative. 

Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
To bring you technology you can really feel at home with. 
Because Z is for Zanussi. 


ZANUSSI 


people working for people 


Industrie Zanussi spa 
P.O. Box n. 218 - 33170 Pordenone (Italy) 
Tel. (0434) 3941 - Telex 450363 - Cables: Zanussi spa Pordenone 


PEINE A STA 1983 
YEARBOOK 





Asia houses over half of mankind. Every day events are 
happening here that not only shape Asia's future but af- 
fect the entire world. Asia 1983 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 24th Edition 

The Asia 1983 Yearbook, celebrating its 24th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that no person who has any dealings with 
Asia can afford to ignore. 


Features 

The Asia 1983 Yearbook includes two new chapters in 
the Special Section, namely ASEAN and Fishing. You 
will find familiar chapters and features as well: a Re- 
gional Round-up, The Power Game, Population & Food, 
World Bank and Asian Development Bank, Asian Fi- 
nance, Asian Investment, Energy, Commodities, Avia- 
tion, Shipping, Trade & Aid, West Asia, Islam, South 
Pacific and Asian Organisations. 

The main body of the book contains chapters on 32 
countries. Each is divided into 3 sections: political and 
social, foreign relations, economy and infrastructure 
ranging from Afghanistan through China, to Korea and 
Japan, down through the Philippines to Australia and 
New Zealand, and then back to Pakistan via India, In- 
donesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
Cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews on its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from Market Poten- 
tial and Population Trends to Foreign Aid Involvements 
and Social and Cultural Landmarks. Each section has 


Announcing The All New 24th Edition 
We give you Asia, 
minus the mystery, 
minus the 
Asia 1983 Yearbook 


myth: 


also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the REVIEW'S cor- 
respondents provide on-the-spot reports from every 
major Asian capital. From Islamabad to Tokyo, Peking 
to Canberra. And virtually every area of interest 
throughout Asia. This leading team of writers, analysts, 

experts and research staff contribute (as they have reg- 
ularly for 24 years) to keep the Asia Yearbook pertinent. 
To give you Asia, minus the mystery. Minus the myth. To 
give you Asia as only the Far Eastern Economic Review 
can. 


Soft Cover: HK$110/US$16.95/£9.95/S/M$38.50 
Hard Cover: HK$130/US$19.95/£11.75/S/M$45.50 
For airmail delivery, please add: - HK$39/US$6/£3.50/S/M$13.50 


ge a нана nt ии NE a ини RN RN NN, ON M 
R0428Y3 | 
To: Publication Division, 

Far Eastern Economic Review, 
G.P.O. Box 160, 

Hongkong 





The Vlt Maga of Asan Rares 


Please rush me copy/copies of the Asia 1983 Yearbook as 
indicated. | enclose a cheque/postal order for 


Name . 


Address 


Post Code 


Asia 1983 Yearbook (Soft Cover) 

Price: HK$110/US$16.95/£9.95/S/M$38.50 each 
No. of copies 

Asia 1983 Yearbook (Hard Cover) 
Price: HK$130/US$19.95/£1 1.75/S/M$45.50 each 

No. of copies ) by surface Г] by airmail" 
"For airmail delivery. please add — HK$39/US$6/£3.50/S/M$13.50 
per copy 


by surface LJ by airmail* 
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Swissair 


kept improving its 


Economy Class 


until it needed a new 


< 
о 
о 


name: Swiss Class. 


Swissair has decided to give the Economy Class a new 
name within its well-established two-class system. 

Why? 

In recent years, Swissair has introduced new ser- 
vice and comfort features that afford our Economy 
Class passengers a level of quality quite beyond what 
the name Economy signifies. 

This type of class by itself deserves a name to itself, 
we felt. One that nobody can copy: after all, people 
have already learned a lot by watching us. 

The name Swiss Class recalls everything Swissair 
does for its passengers; including what’s beyond de- 
scription, because our people always see their jobs as 
a matter of personal dedication. 

And Swiss Class is also supposed to recall all the 
things we're fond of listing here. Forinstance, that our 
long-range wide-body planes have always had one 
less seatabreast; thatall our planes have hand-luggage 
lockers; that beyond our splendid meals you can 
order special menus beforehand; that we put real 
china, proper cutlery, and wine glasses on the table: 


that one phone call will book your outbound and 
return flights, connecting planes,arental carora hotel 
room, and that as a regular-fare passenger you can 
reserve your favorite seat (by a window, left or right of 
the gangway, smoker or non-smoker) at the time of 
booking; that drinks are free; that duty-free purchases 
on board can be paid for by credit card; and finally of 
course that we match our route network and sched- 
ules to our patrons’ needs as well as ever we can. 
Starting in mid-summer, we shall be doing still 
more for our regular-fare passengers - to better safe- 
guard your seats from disturbance, and to give you 
preferred service on board and wherever possible 
on the ground. From what you know of us, you can 
imagine these improvements won't be the last. 
Swiss Class is a name to live up to. 
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Spare a nickel 


Donee 


injections of eq 


By Manggi Habir 

Jakarta: Many had high hopes in 1977 
when PT Inco — a 98% owned subsidiary 
of Inco Ltd of Canada, the world’s largest 
nickel producer — officially opened its 
US$850 million nickel mining and smelt- 
ing project in Soroako, a remote area in 
central Sulawesi. The nickel project, de- 
signed to process locally mined ore with a 
1-6% nickel content into finished matte 
of 75% nickel, was expected to become 
one of the five largest integrated nickel 
complexes in the non-communist world. 
An annual sales revenue of US$200-220 
million was targeted after five years oper- 
ation at full production capacity. 

But six years later and after five years of 
commercial operation, PT Inco has yet to 
earn a profit. Sales revenue has never ex- 
ceeded US$140 million and by 1982 ac- 
cumulated losses had totalled US$277 mil- 
lion. The project's smelting-plant capacity 
of 45,000 tonnes remains unreached. In 
1980 and 1981 production reached about 
60% of capacity and in 1982 it dropped to 
just 40%. Last year, 450 permanent and 
600 contractual employees, out of a total 
0f 3,791 workers, were dismissed. In addi- 
tion, the parent company is finding it in- 
creasingly difficult to cover the project's 
cash shortfall because of a downturn in its 
own operations. 

To try and keep the project alive, PT 
Inco offered in November to sell 20% of 
its shares to the Indonesian Government 
ata price of US$55 per share — nearly half 
of the stock's par value. Under the com- 
pany's work contract, Indonesian entities 
have the right to purchase up to 20% of PT 
Inco's outstanding equity at 2% a year, 
though this has so far never been exer- 
cised. 

The underlying reason for PT Inco's 
problems is the world recession, the sever- 

-ity and length of which most underesti- 
mated. Depressed world demand for nic- 
kel coincided with major additions to 
world nickel-production capacity coming 
on stream and nickel prices, con- 
sequently, took a beating. From a high of 
US$3.14 a Ib in 1980, prices dropped to 
US$2.56 in the third quarter of 1982, at 
one time reaching a low of US$1.40 in 
November 1982. With the fall in prices, 
the drop in world demand has caused 
major cutbacks in world nickel produc- 
tion. 

High interest rates during 1980 and 1981 
also caused problems. With an initial 
financing structure composed one-third of 
equity and two-thirds of debt, PT Inco 
faced a substantial servicing burden. In 
1980 and 1981, interest payments were re- 
spectively US$70.6 million and US$76.1 
million, accounting for 35% and 39% of 
total costs and expenses. 
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Sai resource pro 


needs fresh 


if it is to beat the world recession 


At the end of 1980, out of a total long- 
term debt of US$578 million, 37% con- 
sisted of Eurodollar loans based on the 
London inter-bank offered rate (Libor); 
29% was inter-company loans at 10% up 
to 1983 and thereafter based on Libor, and 
the remainder was export buyers and sup- 
pliers credit, generally on fixed terms 
ranging from 6-9%. 

Because of its heavy interest burden PT 
Inco has sought to reduce its debt by in- 
jecting additional equity and by substitut- 
ing Eurodollar loans based on fluctuating 
Libor rates with inter-company loans car- 
rying more favourable terms. In 1981, PT 
Inco reduced its Eurodollar loans by pre- 
paying US$100 million to Citicorp 
through parent-company equity injections 
of US$127 million and an additional inter- 
company loan of US$70 million. In 1980, 


ес | 2t > 
Construction at 


parent-company equity and debt injec- 
tions were respectively US$30 million and 
US$59 million and in 1982 US$32 million 
and US$26 million. With this massive sup- 
port from its parents the Soroako project 
has so far been able to continue in opera- 
tion. 


A: a result, total long-term debt had been 
reduced from US$578 million at end- 
1980 to US$516 million at end-1981 and 
further to US$510 million at end-1982. In- 
terest payments, though rising in 1981 to 
US$76 million from US$70.6 million a 
year earlier, dropped to US$55.7 million 
in 1982. The debt-to-equity ratio has also 
improved from 2.5:1 in 1980 to 1.9 in 1982. 

The parent company's ability to con- 
tinue this financial support is, however, li- 
mited. In 1981, Inco of Canada, suffered 
its first loss, of US$469.5 million, and the 
following year it recorded another loss, of 
US$204.2 million. This, apparently, is one 
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reason which led the parent company to - : 
invite equity participation from outside - 


parties. х: 


РТ Inco’s president and managing di- І 


rector, James Guiry, recently told the 


REVIEW that the government's equity par- _ 


ticipation in the project, aside from pro- 





viding additional funds, would serve two | 


other purposes. It would reflect the In- — 


donesian Government's confidence in and 
commitment to the project, so making it 


more attractive for any third-party inves- — — 


tor to take equity. Interested parties 
which have been mentioned recently are 


the Industrial Bank of Japan and the In- - M 


donesian state-owned development bank, 
Bapindo. Government participation 
would also help PT Inco's 
negotiating long-term purchase contracts 
with buyers, he said. — 

A state mining official has confirmed 
the share offer and indicated the govern- 
ment's interest in supporting 
through equity participation. But, be- 


cause of the difficult economic situation — — 
and resulting budgetary constraints, the —— — 
government was having to look carefully — 


sition when | 


Inco 


at its spending and there were currently | 


other urgent priorities, he said. But the of- _ н: 
ficial did not rule out the possibility ofpur- — | 
ee 


chasing probably less than 20% о 
Inco’s shares currently on offer. 
One source noted that the gov- 


rently is now looking close 

the possibilities of equity partici- 
pation in PT Inco. The question, 
however, is how long the parent 
company can continue to hold 
out. 

The nickel project started out 
with a capacity of 16,000 tonnes 
and а shareholding structure 
comprising Inco of Canada with 
75% and the remainder split 
among six Japanese companies: 
Shimura Kako, Tokyo Nickel, 
Sumitomo Metal and Mining. 
Sumitomo Shoji, Nissho Iwai 
and Mitsui. In 1972, a participa- 
tion and sales agreement was 
signed to supply 14,000 tonnes to 
three of the six Japanese shareholders for 
15 years. Energy for the project was to be 
supplied from a 56-mw. thermal-power 
plant fuelled by oil. 

In the mid-1970s with the rise in world 
oil prices, Inco decided to build a 165-mw. 
hydroelectric plant on the nearby Larona 
river providing power for both the town 
and Inco's operations. To cover the cost of 
this additional outlay, capacity had to be 
boosted to 45,000 tonnes. This was fi- 
nanced by additional equity from parent 
Inco of Canada, thus increasing its share- 
holding to 98% leaving the six Japanese 
companies with 2%. 

There were also difficult technical prob- 
lems that had to be overcome. On account 
of Indonesia’s raw-nickel ore composi- 
tion, which has a low 1.6% nickel content, 
Inco had to come up with a new refining 
process to convert this ore into nickel mat- 
te with a 75% nickel content. This new 
process, however, took some time to func- 





ernment buy-in might be done — 
through Bapindo, which эк d 
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acid content of the local nickel ore which 
ate into the furnace’s brick lining. As a re- 
sult, PT Inco had to blend the ore with 
lower grade material. This eventually re- 
duced the capacity of the smelting plant 
from 45,000 tonnes to 35,000 tonnes much 
earlier than planned. Total delay from 
these technical hitches was estimated at 
around 18 months. 

There were also problems in construct- 
ing major infrastructure facilities. Sited in 
a remote area, a new town had to be virtu- 
ally created — schools, a 48-bed hospital, 
administrative buildings, an airport, a 50- 
km. road connecting Soroako with Malili 


Now it's scooter futures 


An Indian manufacturer has devised a novel scheme 
to mobilise low-cost funds — but it may not last long 


By Mohan Ram 


New Delhi: Taking advantage of the long 
queues for popular brands of two-wheeled 
vehicles, local manufacturers have come 
up with an easy method of mobilising 
long-term funds at low interest. In effect, 
they are being financed by those in the 
queue depositing an advance with them — 
and then waiting for years before receiv- 
ing the vehicle. Although there is nothing 
illegal about it, this practice has raised 
questions about the business ethics in- 
volved. 

Late last year, Bajaj Auto, India's 
biggest scooter manufacturer, diversified 
production by launching a 125-c.c. motor- 
cycle. The annual capacity of 30,000 is to 
be gradually doubled over three years. 
The firm called for an advance of Rs 500 
(US$50.15) from each aspiring owner at 
9% interest. Banks charge more than 19% 
for commercial credit and companies pay 
15% on three-year deposits from the pub- 
lic and on non-convertible debentures and 
13.5% on convertible debentures. 

The response to the new motorcycle 
was out of all proportion to the production 
capacity. Bajaj received advances for 1.15 
million machines — bringing in Rs 575 
million, more than any company in India 
has ever raised through a public issue. 
Bajaj's annual adjustment will be only 
about Rs 15 million against annual sales. 

It will not even face the problem of cash 
generation for interest payments because 
the amount will be adjusted against the 
cost of vehicles to be delivered. India's in- 
stalled capacity for motorcycles in 1982 
was 123,000 and output in 1980-81 was 
104,210. The projected output is 158,000 
in 1984-85 and 350,000 in 1989-90. 

Bajaj built its reputation with scooters, 
for which the demand has been growing 
phenomenally. Although the installed ca- 
pacity for scooters was 380,000 in 1982, 
production in 1980-81. reached only 
214,456 of which Bajaj accounted for 
114,920. Despite the fact that other 
brands are available off the shelf, the 
Bajaj scooter commands a premium of 
more than 100% and it has an eight-year 
waiting list. Bajaj collected a Rs 500 ad- 
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ducts and a satellite station to link 
Soroako directly with offices in Ujung 
Pandang and Jakarta. 

Guiry expressed confidence that the 
project could be in the black within one or 
two years if production and interest costs 
could be further reduced and if the market 
picks up sufficiently, enabling PT Inco to 
produce close to capacity. The price of 
nickel has been slowly recovering reach- 
ing US$2.30 a Ib in March. It is still doubt- 
ful, however, whether the market can im- 
prove fast enough to render further out- 
side equity injections unnecessary. r 


vance for each scooter from those in the 
queue. 

The firm is now expanding its capacity 
from 160,000 to 400,000 scooters and is in- 
troducing a more fuel-efficient, improved 
model for which it has opened registra- 
tion. The response, however, may be less 
spectacular than in the past because Bajaj 
now faces a rival in the Vespa, to be made 
by two Indian companies with Italian 
technology. Lohia Machines has been 
licensed to manufacture 100,000 Vespa 
scooters a year and state-owned Andhra 
Pradesh Scooters another 60,000 a year. 

The overwhelming response to the 
Lohia Machines' convertible debentures 
issue is an index of the premium the Ves- 
pas will command in a growing market for 
scooters (projected demand is 400,000 in 
1984-85 and 800,000 in 1989-90). The de- 
benture issue was oversubscribed 20 
times, presumably because of a priority al- 
lotment of scooters to debenture holders. 
Although applicants asked for large num- 
bers of debentures, the allotment was 
fairly equitable — 202,501 debentures to 
196,857 applicants. The company has 
raised Rs 38 million by way of debentures 
at 13.5%. 

Assuming that each debenture holder 
registered for a scooter and advanced Rs 
500 (at 9% interest), the company raised 
another Rs 95 million for a project that is 
yet to materialise. Thus the order books 
for Bajaj motorcycles and Vespa scooters 
are full for up to three decades. The ad- 
vance of Rs 500 by each applicant is large- 
ly a speculative investment, the machines 
commanding a large premium because of 
their quality and the growing demand. 

Critics of the companies say it is unfair 
to book orders for 20 and 30 years against 
advances at a low interest. The interest 
differential gives these companies an ad- 
vantage over other manufacturers and 
thereby fosters monopolistic trends. It has 
been suggested that the government 
should ask these two companies to retain 
orders covering production during the 
first five years and return the balance of 
the deposits to the applicants. 






y of Bone, a wharf to handle in- | «9 
coming and outgoing supplies and pro- | 


Stock levels are rising in the 
Australian car industry as 
manufacturers feel the pinch 


By Brian Robins 

Sydney: Poor demand: stemming from 
the slowdown in consumer spending has 
had a marked effect on Australia's car in- 
dustry, with most local manufacturers re- 
porting losses for 1982. The situation has 
worsened in early 1983, forcing some 
manufacturers to halt production in an at- 
tempt to cut high stock levels. 

The worst affected to date is General 
Motors-Holden (GM-H). Hit by a combi- 
nation of an ill-timed development stra- 
tegy and the world recession, it has lost 
leadership of the Australian market for 
the first time in 30 years, and it also ran up 
a loss of A$134.7 million (US$116.5 mil- 
lion) in calendar 1982. Last year saw Ford 
Australia gain the market leadership — 
but only just. However, it is expected to 
record a profit for 1982 of well over A$100 
million. 

The tough market situation is making 
life difficult not only for GM-H since the 
Toyota Motors affiliate, Australian Motor 
Industries, posted net losses of A$6.9 mil- 
lion for the six months to December 31, 
and Mitsubishi Motors Australia lost 
A$11.9 million in 1982. The other local 
manufacturer, Nissan Australia, will not 
release its results for a few months yet, but 
it too is expected to report a loss. Nissan 
has decided to close its main plant for 10 
working days in an attempt to reduce 
stock levels. Some of the other manufac- 
turers also took extended breaks at Easter 
in an attempt to reduce inventories. 

The build-up of stocks was a key reason 
for the poor performance by Mitsubishi, 
though an aggressive sales incentive prog- 
ramme embarked on in December and in- 
volving A$1,000 price cuts on some 
models has helped the group. At year- 
end, its short-term borrowing stood at 
A$101 million, up from A$25.6 million a 
year earlier. But while almost all of the 





GM-H production line: the lost leader. 
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Being. young can be an 
asset, especially if you. can 
already offer the full complement 
of international banking services 
combined with the very latest and finest 
computer back-up. 

Firm foundations, thorough knowledge of the 
market, and a solid shareholding all go to make 
„Bahrain Middle East Bank a viable partner in all aspects 
of international. banking. 

Indeed, since inception іп March 1982, ВМВ has. already 
"succeeded in increasing its total assets to a healthy US$ 140 million, 
and aims soon to be represented in all other key financial centres of the world 
©. When you have everything already in hand, building is the logical step. 
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primarily due to the fact th 
sion in 1981 to link itself direc 
"European car market. 

In a bid to boost the imported compo- 
nent of its locally manufactured vehicles, 
well as to give it a definite cost advan- 
tage over its competitors, the group em- 
_ barked on a major.A$260 million plant ex- 
ansion to enable it to manufacture four- 
ylinder engines. for export to Europe, 
primarily West Germany and Britain. Вы 
lepressed motor-vehicle. “demand: ` 
rope has resulted in this plant operaiing 
only 60% of capacity, and the antici- | 
ed offset has not been produced. 

n addition, GM-H has suffered badly 
he marketplace, with its new Camira. 
icle sellin ‘poorly. Again, it was large- 

: X bad timing. Design pro- 
ntered by. Isuzu of Japan 
34% owned by ral Motors) led to a 
s launching. It was 

August, just as the. 
i. was-moving into re- 
se, and its sales have suffered accord- 





















taffing levels have been cut heavily, 
with the group's workforce already re- 
ced to 15,000, down from 19,300 at the 
d of 1981. Further staff.cuts.are to be 

implemented, and the group is attempting | 
о day off another. 1,400 employees. GM- 
's staff level compares with only 12,500 
orkers employed by its chief rival, Ford. 






16,354 units in 1982, up from i= 
evel of 606,284. But local assemblers. are " 
ow predicting a substantial falt іп sales 
during 1983, which will add to the woes of - 
he industry — especially GM-H. It has 
forecast total unit sales of only 560,000 
-units this year, a substantial decline from 
the 1982 level. GM-H already has large 
stock levels, which it will find difficult to 
clear this year. 
ЗА major fight erupted late in 1982 be- 
tween GM-H and Ford, as both vied for 
arket leadership. As many vehicles as 
possible were pushed out of the factory 
into the car showrooms, so that these 
extra vehicles could qualify-as vehicles 
210 during the year. Even so, GM-H lost 
out to Ford, which sold 139 318 units (up. 
rom 124, 284 units in 1981), giving it a 
22.6% market share. 
Most observers expected Ford to con- 
‘solidate its leadership position during 
983, though from early figures. available 
to date this does notappearto be the case. 
In January, раѕѕепрег-Саг registrations 
fell 48% to 24,348 units, down from 
46,891 units sold in December. Total new 
vehicle registrations fell to 34,487 uni 
‘down from 58,275 units in 
In the recent Mitsubishi directors' re- 
port, it was forecast that during 1983 vehi-- 
cle sales will decline 7-8%: This dec 
combined with high interest rates and, 
until recently, rising costs, has forced all 
manufacturers to look closely at stock 
levels, to ensure they do not build up too: 
far, thus worsening their financial po: 










































































More Nics in time . . . 


e are in the midst of world stagna- 
tion, with growth rates in the ad- 
vanced countries averaging maybe around 
0-2% in 1982. The economies in the 
Pacific Asian region will not be free from 


| this depressive: influence. Nevertheless, 


the countries in this region may still sus- 


areas of the world in 1982-83. — . 

Taking this into account, together with 
their past higher gross national product 
growth rates in the 1970s — South Korea 


10.3%, Thailand 7.7%, the Philippines | 


6.2%, Indonesia 7.6%, Malaysia 7. 9%, 


Singapore 8.4% — it is suspected that the 


continuance of higher trends of growth 
will still prevail up to the end of the pre- 
sent century. 

» The share of manufactured goods in the 
total exports of South Korea and Tai- 
wan was around 15% in the early 1960s, 
but reached almost 90% in 1980. 
The same ratio in 1980 was 27% in 


Malaysia, 24% in the Philippines, апа. 
-35% in Thailand; all showing a tremend- 


mpared with the 0-5% in 
s to mark an unpre- 
in the history of world 
ent. 
‚ Taiwan, Singapore 
, the share of machinery 
and equipment (including precision in- 
struments) was 25-28%, but the same 


ous incre: 








share was only 0-5% 20 years ago. 


The above two points suggest how 
swiftly the new inter-regional division of 
labour of “horizontal type” has proceeded 


colonial age of Britain and the United 
States, the major powers used their own 
countries as their world factories, and sub- 
ordinated their colonies as primary goods- 
producing countries —- the "vertical 
division.". The -emergence. of the hori- 
zontal. division has now been demons- 
trated. in the Pacific Asian region. Cer- 
tainly, this tendency will not stop up to 
the year 2000. The evidence of intra-in- 
dustrial horizontalisation of the division of 
labour is quite clear. Examples are the re- 
markable development of the South Ko- 
rean shipbuilding industry and Hong- 
kong's timepiece industry. In the latter, 
Hongkong has recently superseded Japan 
as the world's top volume producer of 
timepieces. To anticipate the evolution of 
this new type of division of labour until the 
end of the century is not too far-fetched, 
though the vertical division of labour be- 
tween primary and secondary. industries 
will still remain naturally in this region. 
In many countries in East and Southeast 


ably in the past 20 years — 17-26% in 





Asia, the share of domestic gross fixed in- 
vestment in GNP. has increased remark- . 


Taiwan, 11-32% in South Korea and 14- 
26% in Thailand, for example. In other 
а 





..vailed. The share of exports in GNP, how- 
ever, has also shown a phenomenal in- 


crease — 14-30% in South Korea, 30-5396 
in Taiwan, 17-2396 in Thailand, and 13- 
21% in Indonesia. 

In other words, exports have. increased 


“| far. quicker than ‘GNP, but domestic in- 
tain 4-6% growth rates, surpassing other | 


vestment has also shown a greater rate of 
increase than GNP. The causal pro+. 


г cess is that the rise in exports induced an 


increase in domestic investment, which 
has їй turn caused anotherincrease іп:ех- 
ports, this export.increase being a further 
cause for domestic investment expansion. 


This can be termed a “virtuous circle” of 


growth in exports and investment, the es- 
sence of which consists in the feedback in- 
terplay between the two types of growth 
patterns: export-led and investment-led. 
This is expected to continue; at least in 
the medium term. In the past, high- 
pitched growth in Japan had a favourable 
impact upon the growth and structural 
changes of industry and trade in the sur- 
rounding countries: However, once the 
cumulative upward drift has been estab- 
lished, this momentum will continue, even 
if it is to be. inte ted occasionally by 










The benefici 1 аз ts will not be re- 


Miyohei Shinohara | is 5 prolesgor of 
economics at Seikei University and 
chairman of the Institute of Developing 


| Economies, Tokyo. 
within the manufacturing sector. In the | - 





stricted to industry and trade. In agricul- 


' ture, too, astonishing records have been 


established. Due to the green revolution, 
the production of rice has shown a con- 
spicuous increase. In Indonesia it rose 
69% during 1970-81 from 13.1 million 
tonnes to 22.2 million tonnes, and in the 
Philippines 61% from, 3.1 million tonnes 
to.5 million tonnes in. terms of polished 
rice. 


AU has also bien influenced by 
Japan's high rate of growth. Out of its 
total exports, the share to Japan was 1596. 
in 1960, but it increased to 25% in 1980. 
Britain's share shrank: drastically, how- 
ever, from 27% in 1960 to only 4% in 
1980. A similar contrasting change can 
also be found in the import composition 
country by country. 

The above briefly summarises the 
growth and structural changes in the Paci- 
fic Asian region in the past 20 years. But, 










.if it can be assumed this momentum will 
-not disappear for the coming 20 years (as 


seems likely), itis quite natural that Asia's 
four -newly industrialising .. countries 





оиса may advance bg the status of ad- 
tha 
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ty over Hongkong without » somewhat *open' 












"graduate" {то maging [the territory's] capitalis- | be flexible enou: 

. ness to the NIC gro tic dynamism, the positive: and nega ve 

Asia, South A influences of that development, as well as | » When the Pacific 
remain underd ; 1 the fourfold increase in China's total out- 


| was first. adva 
emergence of utheas іа:аѕ | put to be expected in its plan until 2000, | mainly upon the. 
in; ies | are not to be neglected. Since 25% of | region, th 

China's exports go through Hongkong, | Australia. Ho 
and about a third of its foreign-currency | present that South 
earnings come through Hongkong, the | kong and Ase l 
economic importance of “capitalistic” | By so doing, it прег 
Hongkong is very considerable for China | forum to play an important rok 
even after.1997. Therefore, the Pacific | graduation of LDCs and | ICs from | 
Community organisation should adopt a | present status: we 



















As a matter of co 
necessary forum | 
























ds to be welcomed. 
a inet extent to 


development and 
already matured .. in this region. If 4 
these were unsa ory, the effective- 





PFC strongly recommends 
БУ the JF Japan Trust. 


in the region in ustral trade fl n : vs 
and investment r Тһе catch- Active fund management by Jardine Fleming provides capita 
i dng-up process of NICs with Japan, and of growth through a yen- denomihated portfolio of investments 
< less-developed countries (LDCs) with tinked'to the Japanese economy. 
NICs have been (and will also be) far more SCR 
dynamic than compared with the rest of 
the world. Therefore, as far as the Pacific 
Asian region is concerned, the necessity 
` Or urgency of constructing some institu- 
"tional organisation will be eventually rec- 
ognised — say in the 1990s — even if there 
ds no fruitful conclusion this decade. There 
"are signs that there is no need to be.too 
hasty in the establishment of a Pacific | 
‘Community organisation аѕ а superstruc- 
ture of Pacific-Asian economic coopera- 
tion. In the year 2000, economic necessity 
.. will make the establishment of an organi- 
` ational framework both more valid and 
much easier. 



















Performance relative to Tokyo Stock Exchange ist Section Index . 
* including accumulated dividends 























f the above thinking is correct, the for- 
mation of an institutional framework is 
merely a matter of time. More efforts 
Should, instead, be concentrated on the 
. "substantive" progress, rather than the 
1 “formal” organisation. However, pro- 
‘vided that some institutional framework is 
; constructed in the near future, the follow- 
ing points should naturally be taken into 
consideration. 
“Until the end of this century, it is ex- 
“pected that the structural transformation 
"of trade and industries in this region will 
| continue tobe rapid and dynamic. Con- 
“sequently, any. organisation should Бе 
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Personal Financial Ltd. 
г constructed so as to accelerate competi- 1301 World Trade Centre, Causeway Bay, Hong Kong. 
tive and industrial adjustment proces- Tal: 5-7908448 





ses with increased flexibility. If the organi- 
_ sation serves merely to retard this flexible 
© ascommodation: or adjustment, the. in- 
titutional set-up will prove rather detri- 
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liberalised imports : 
to benefit exporters 


By Mohan Ram 
New Delhi: With the aim of reducing its 


` trade deficit, India has announced a policy 


— for 1983-84 that liberalises the import of 





. machinery and raw materials used by in- 


dustries exporting part or all of their out- 


_ put. To complement this, the new policy 
` restricts: imports of certain products 


deemed harmful to industrial growth. 
Imports of 122 new items of industrial 
machinery that have been relaxed include 
those used by industries engaged in elec- 
tronics, meat- and fish-processing, specta- 
cle frames, industrial gemstones, gar- 
ments and hosiery — all exportable pro- 


= ducts. Manufacturers that export all of 
` their output will be allowed to continue 


importing duty-free such items as second- 
hand machinery, diesel generators, con- 
sumables and packing material. 

In addition, manufacturers who earn 
import-replenishment entitlements by vir- 
tue of their export performance will be 
able to use such entitlements more flexibly 
now. Exporters who successfully pene- 
trate new markets or export new products 
will get higher import replenishments. 

The new policy tightens the import of 
machinery and raw materials for which a 
production base already exists at home. 
Among such items are viscose, filament 
yarn, aluminium tubes, air- and gas- 
compressors and air-conditioning and re- 
frigerator compressors. Further, imports 
of 40 items of raw materials have been 
banned while 13 items of capital goods 
have been "restricted." 

India's new foreign-trade policy was 
prompted by its sad experience following 
an import-liberalisation scheme it im- 
plemented in 1981 as part of a medium- 
term restructuring of the economy, ad- 
versely affected by a balance-of-payments 
crisis caused mainly by a soaring oil bill. 
For this restructuring, it was lent 5 billion 
special drawing rights, or SDRs (then 
US$5.7 billion), by the International 
Monetary Fund on the condition that it 
would liberalise imports further. 

In 1982, as the recession and protec- 
tionist tendencies in the industrialised 
world hurt its export performance, India 
also suffered from “dumping” of imported 
goods. 

India's trade deficit grew by 16.2% in 
1981-82 and by 15% in the first six months 
of the 1982-83 fiscal year. And the impact 
of the new trade policy on the trade 
shortfall will be meaningful only if the 
1983-84 export-growth target of 15% to 
Rs 105 million (US$10.5 million) is met 
and if import expansion is kept down to 
8%. - 
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Indonesian rice harvest: hit by drought. 





The ADB counts the cost 


Global recession bites deep into Asia, leading 
to falling growth rates and mounting deficits 


By Sheilah Ocampo-Kalfors 
Manila: The toll taken by the world reces- 
sion upon Asian developing countries in 
terms of reduced growth rates, increased 
trade deficits and falling official reserves is 
revealed by the latest annual report of the 
Asian Development Bank (ADB). Re- 
duced inflation is the only improved fac- 
tor, though at a heavy overall cost to de- 
veloping economies, 

Economic growth in the bank's De- 
veloping Member Countries (DMCs) was 
significantly lower last year than in the 
previous year, says the report. The com- 
bined gross domestic product of Asian de- 
veloping countries grew at 3.8% in 1982, 
much lower than 1981's 6.4%. The GDP 





of the Philippines, for example, grew by 
only 3% (provisional official estimate) in 
1982, down from 3.8% in 1981, owing 
mainly to a sharp decline in industrial 
growth to 2.7% from 4.5% in 1981. 

Thailand’s GDP grew by 4.5% com- 
pared to 7% in 1981 because of stagnant 
agricultural production, though industrial 
production posted a slight increase. Singa- 
pore achieved a GDP growth rate of 6.3% 
compared with 9.9% in 1981, reflecting a 
decline in manufacturing-sector growth to 
5.6% as against 9.8% in 1981. 

Taiwan’s GDP growth was 3%, far 
below its target of 7.5% owing to a 1.4% 
reduction in exports in 1982 as against a 








Help where 
it is needed 


The ADB sets up a special 
fund to aid members which 
have payments problems 


Manila: The Asian Development Bank 
(ADB) has created a new US$125 
million special financing facility to assist 
developing member countries (DMCs) 
which are suffering from balance-of-pay- 
ments deficits. ADB president Masao 
Fujioka said that because of global re- 
cession many DMCs had experienced 
budget deficits and lacked government 
funds to match ADB loans. 

Fujioka said that the supplementary 
funds, which will become available in 
June, will allow financing for selected 
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growth continues. 





13% growth in 1981. Indonesia's GDP in- 
creased by 4.5% compared with 7.6% in 
1981, mainly because of a decline in ag- 
ricultural production as a result of 
drought. Among the 15 DMCs for which 
figures were available — Bangladesh, 
Burma, Fiji, Hongkong, India, Indonesia, 
Malaysia, Nepal, Pakistan, Philippines, 
Singapore, South Korea, Sri Lanka, 
Taiwan and Thailand — only Burma and 
Pakistan registered higher rates of growth 
last year. 

The almost-total sharp decline in GDP 
growth was shared even by countries 
which experienced relatively fast growth 
in the past, such as the group of newly in- 
dustrialising countries — Taiwan, Hong- 
kong, South Korea and Singapore. 

Meanwhile, the combined trade deficit 
of DMCs rose from US$22 billion in 1981 
to US$26 billion in:1982. The aggregate 
value of their exports decreased by 3.1% 
to US$144 billion last year and total im- 

. ports declined slightly to US$169 billion. 
Also for the first time in many years, the 
international reserves of developing 
Asian countries dropped significantly — 


projects of up to 100% of the shortfall in 
local cost expenditures (net of duties and 
taxes) estimated for 1983 and 1984. Ad- 
ditional financing will be made available 
so long as they are consistent with the 
stabilisation and structural programmes 
pursued by DMCs in agreement with the 
International Monetary Fund and the 
World Bank. 

The emergency financing arrange- 
ment was approved by the ADB board 
after a preliminary review of the bank's 
portfolio of projects indicated that the 
additional financing likely to be needed 
was in the region of US$125 million. Of 
this amount, about US$100 million will 
be earmarked for agricultural projects, 
the rest for infrastructure and power 
projects. — . 

Fujioka also said that countries such 
as the Philippines, which has a serious 
balance-of-payments problem, are eligi- 
ble to secure.an emergency loan. Last 
year, the Philippines had a US$1.1 bil- 
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from US$46 billion at the end of 1981 to 
US$41 billion at the end of 1982. 

Inflation rates fell, owing to sharp de- 
clines in consumer prices — from 15.7% in 
1980 to 13.1% in 1981 and 8% in 1982. 

According to the ADB, several factors 
accounted for the slackened growth of 
DMCs: adverse weather conditions that 
reduced agricultural production — as was 
the case in Bangladesh, India, Nepal, Sri 
Lanka and Indonesia; sluggish domestic 
and external demand, in countries such as 
Indonesia, Malaysia, Philippines and 
Thailand; depressed export prices for 
most primary commodities, and a slow- 
down in new investment, particularly in 
the private sector. 

In agriculture, the overall index of pro- 
duction in most DMCs for which data are 
available showed a much smaller increase 
than in 1981, according to the annual re- 
port. Output of major foodgrains — rice, 
wheat, and maize — fell below the record 
level of 285 million tonnes in 1981 to 278 
million tonnes in 1982. The decline was 
mainly due to a drop in the production of 
rice (unmilled paddy) from 211 million 
tonnes in 1981 to 203 million tonnes last 
year. 

Production of other major agricultural 
crops was mixed. The output of sugar and 
palm oil recorded healthy increases 
(36.4% and 23.5%, respectively). But the 
output of rubber and coconuts grew only 
marginally (2.3% and 1.1%, respec- 
tively), while that of jute and tea dropped 
(by 11% and 5.5%, respectively). 

In the field of energy, electricity genera- 
tion in DMCs is estimated to have in- 
creased by 4.6% during the year, down 
from 6.7% growth in the preceding year. 
Production of oil declined from 111 mil- 
lion tonnes in 1981 to 106 million tonnes in 
1982. Output of natural gas, however, 
continued to grow. The value of oil im- 
ports in the region declined by US$1 bil- 
lion to US$40 billion last year under the 
impact of lower petroleum prices and re- 
duced imports. 


lion deficit. Such an innovative measure 
by the ADB, said Fujioka, will enable 
the rapid implementation in DMCs of 
ADB-assisted projects that were de- 
layed or stalled for lack of domestic re- 
sources, 

Assistance under this scheme will 
come from either the ordinary capital re- 
sources or the special fund (Asian Deve- 
lopment Fund) at usual lending rates of 
11% for 25 years repayment and 1% for 
40 years, respectively. This special 
financing arrangement will be good for 
two years, by which time the bank- 
assisted projects are expected to be 
completed. 

Fujioka said that the ADB will always 
respond effectively to the extraordinary 
nature of current budgetary difficulties 
of DMCs insofar as they adversely affect 
ADB-financed projects and insofar as 
they are largely beyond the control of 
DMC governments. 

— SHEILAH OCAMPO-KALFORS 





Feeling the pinch of a sugar glut, _ 


Europe appears ready for 
a new international pact 


By Malcolm Subhan 

Brussels: After having refused to join 
the 1968 and 1977 international sugar 
agreements (ISAs) the European 
Economic Community clearly is prepared 
to back the negotiations for a new agree- 
ment, scheduled to open in Geneva on 
May 2. 

The EEC, which regards itself as the 
world’s largest exporter after Cuba, is 
concerned over the current glut on the 
world market, which has driven prices 
down to 6 US cents a Ib (as against the 
floor price of 13 cents set under the pre- 
sent ISA). This has forced the community, 
which exported just over 5 million tonnes 
during the 1981-82 agricultural year, to 
raise its export subsidy which now stands 
in excess of US$350 a tonne. 

The EEC obviously feels the current 
world surplus of some 13 million tonnes is 
the result of the system of export quotas 
on which the ISAs are based. It therefore 
favours an agreement under which buffer 
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production: The EEC has indicated 
s share could be 2 million tonnes. 

"The 10 largest exporters would alsotake 
ertain additional measures such as a re- 
tion in acreage, additional stocking 
eps to encourage consumption. 
econd group of countries, which ex- 
t an than 500,000 tonnes a year each 
are mostly in Central and South 


uala Lumpur: There has been.a notice- 
e change of mood — from outright pes- 
imism to buoyant optimism — in both 
rivate and public sectors. about 
A al ysia's economic prospects for 1983. 
the normally. ultra-cautious central 
Bank Negara, turned decidedly bul- 
its latest annual report, published at 
he end of March (REVIEW, Apr. 21). 
ank Negara predicted that the economy 
ould grow by at least 5% and possibly 
% in real term ear, up from 4.695 
pes and services 
































would: shrink from: M$? 

6 billion. .. : 
"The prognosis was considerably health- 
ier than the one issued last October by the 
inance Ministry. Bank Negara even went 
so far as to suggest that the December 
ecast by the Organisation (ог 
conomic Cooperation and Development 
1.5% real growth among» the. rich 
CD member countries this.year was 
ne A more likely figure would be 2- 

ty 

Several factors are behind the change of 
look, such as the greatly improved 
conomic performance in the last quarter 
1982. Gross exports in October-De- 
ember reached an estimated ‘record 
157.7 billion, mainly through higher vol- 
me sales of crude petroleum and palm 
oil. The balance of trade was M$245 mil- 
lion in the black — ће best. three-month 
lus since the first quarter of 1981. And 












federal government's: budget: deficit - 


arrowed by a-third on an annual basis to 
:M$4.17 billion, the lowest fourth-quarter 
spending gap for three years. ^ 
Financial developments. have also 
helped boost confidence since the turn of 










have dropped significantly from the 8 
recorded on the last day. 
i гаѕ low as 6.8% by mid-Mar 
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the year. Three-month interbank: rates 


gether. accounting for some 500,000 ton- 
nes a year, to export whatever the market 
situation (as under the present ISA). 


„. The EEC would expect developed im- 
porting countries (the United | States, 


Japan, Canada, European countries out- 
side the EEC and New. Zealand) to par- 
ticipate in the operation of buffer stocks. 
Developing importing countries could 
give undertakings similar to those con- 
tained in the present ISA. 

The EEC further insists that any new 
agreement should take. into account 
artificial sweeteners and, as regards 
prices, recognise the existence of two 


longed bull run on the local stock ex- 
change has taken values up by.almost a 
quarter since early January. : 

More fundamental, though, has been 
the . rapid recovery in the prices. of 
Malaysia’s traditional export staples, rub- 
ber.and tin, on the strength of brighter ex- 
pectations for industrial markets in the 
United States and Japan. The one-month 
forward. price.of top-grade RSS-1 on the 
Malaysian Rubber Exchange has im- 
proved by almost 50% after slumping to a 
seven-year low of M$1.80 a kg. in 1983's 


| first two trading days. 


Tin prices, too, have moved up, though 
less spectacularly. After being stuck at the 


International Tin Council's floor price of | 


M$29.15 akg. for.a record 69 consecutive 
trading days, the tin price on the Penang 
market finally started to rise on February 
10. By mid-April, it had reached its high- 
estlevel since February 1982. 


М: one indication of the grow- 
ing strength of the external sector has 
been the recent increase in the value of the 
Malaysian. . dollar: «According to 
Bumiputra Merchant Bankers’ weighted 
index, the value. of the Malaysian dollar 
against the currencies of the country’s 10 
major trading partners hasimproved from 
100 at the beginning of 1982, through 102 
at the end of the year, to 105 in April. 
But there remains deep-rooted weak- 
ness in the prices of Malaysia's top:three 
export earners — crude oil, palm oil and 
timber. The price of:saw logs; which was 
falling in the later months of 1982, has re- 
mained. poor. The current price of crude 
palm oil.on the Kuala Lumpur. .Commod- 


| ity Exchange- which closed last year at 


M$815 a tonne, has fallen further to 
around M$780.in the first part of April.» 
The posted- prices. of -Malaysia's.. six 


crude-oil streams have ako, been cut. In 1. 






their special agreements with the $ 
"Union and other East European coun- 
tries. The community's sugar protocol, 
under which it imports 1.3 million tonnes a 
year from the Lomé Convention countries 
on preferential terms, is public. 
Most ISA members would liket 
munity to join the new agreement 
comes into force next January if all 
well. Both Cuba and Brazil want 
tain. the present system of expo: 
Together with. the Australians t 
lieve-the EEC's preference for national 
stocks is dictated by a fear that it will be 
given a relatively small quota. a 
















































by an average US$5.60, or -15.7% 
backdated to February 1. Malaysian 
crude-oil.earnings this year will be pro- 
tected to some extent by an increase in 
production, which had risen from less than 
292,000 barrels a day (b/d) in October-De- 
cember to 350-370,000 b/d by April. 

But the’ earlier cuts.in price. by Opec 
states have brought about a parallel cut in 
the value of-Malaysia's newest export, 
liquefied natural gas. The LNG price is 
tied directly to the average landed cost of 
crude- oil in Japan, and is estimated to 
have fallen from some: US$5.85 per mil- 
lion British: thermal -units (BTUs) to 
barely US$5 per million BTU. Technical 
problems have meant- that to date only 
three shipments have left the newly com- 
pleted LNG plant at Bintulu, Sarawak, 
which came onstream in January. Sales 
are set to reach 1.7 million tonnes in 1983, 
| rising to 6 million tonnes a year by 1986. 

The Malaysian Government. is taking 
no chances on an export-led recovery this 
year, but is instead continuing the aggres- 
sive foreign-borrowing policy that saw the 
country's external debt-service ratio jump 
from 2.5% at the end of 1981 to 4.6% 12 
months. later. Finance: Minister Tunku 
Razaleigh Hamzah has estimated that net 
federal government borrowing will total 
M$7.35 billion this. year, compared to 
M$10.89 billion in 1982. Altogether 56% 
of the increase in debt in 1982 came from 
domestic sources, and 44%. from over- 
seas. - 

By April, Malaysià had steady: lined up 
three major foreign loansworth a total 
M$2.1-billion. In January, Japan agreed 
on а ¥7L billion (US$300 million) govern- 
ment. credit. February, Malaysia 
finalised а Ж Шоп samurai-credit from 
the Japanese yen-bond market. And more 
recently, the. government signed for a 
. US$550 million: syndicated commercial 
loan, managed by Bank Bumiputra and 

e head of a 12-member inter- 
fourth major loan. of 
currently under negotia- 

lc ; 

































KLM’ Royal Class is 
far too good 


to be just called first, 
they say? 
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KLM flies SleepAir® seats on all its Boeing 747 flights. On DC 10 flights starting Summer, 1983. 
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What Does 
Commerce Mean 


< 
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to the Asia-Pacific Region? 


It means electronics, toys, industrial machinery, 
textiles.... As well as Canadian Imperial Bank of 
Commerce. 

Canadian Imperial Bank Group handles trade 
financing speedily, efficiently and highly profes- 
sionally. And sometimes even electronically 
because of our global communications network 
linking over 120 international offices. To a large 
extent our reputation rests upon our Canadian 
connection — the bank with the largest number of 
branches in Canada and with International Banking 
Centres in six major Canadian cities. 

But more and more, we're becoming known as an 
Asia-Pacific intraregional trade partner, engaging in 
everything from letters of credit and acceptances to 
foreign exchange transactions, from our strategically 


located offices in Hong Kong, Tokyo and Singapore. 
In addition, the Commerce has representative offices 
in Beijing and Sydney, and a subsidiary, Martin 
Corporation Limited, has branches in Sydney, 
Melbourne, Brisbane and Perth. 

So if you're looking for a single professional to 
handle your Canadian as well 
as your Asia-Pacific business, | 
look to Canadian Imperial 
Bank Group with assets 
exceeding $68 billion and 
115 years of experience " 
at home and abroad. What 
other bank engages in trade 
financing faster or 
better than we do? 


Canadian Imperial Bank Group 


CANADIAN IMPERIAL BANK OF COMMERCE 
BEIJING, HONG KONG, SINGAPORE, SYDNEY and TOKYO 
CANADIAN IMPERIAL BANK OF COMMERCE (ASIA) LIMITED, SINGAPORE 


CANADIAN EASTERN FINANCE LIMITED, HONG KONG 


MARTIN CORPORATION LIMITED, AUSTRALIA 
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2 POACHING FISHERMA 


; 1 
È tted easily in margina 
T weather thanks to 


sophisticated airborn radar. 
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HE Nomad Searchmaster 
is а unique and proven 
patrol aircraft, that represents 
the best maritime surveillance 
package currently available for 

coastal surveillance. 

The range includes the 
Searchmaster ‘Lima’ with chin- 
mounted radome equipped 
with 360° Litton search radar 

‘Sublima’ with nose- 
mounted 240° radar or ‘Bravo’ 
with forward-looking 120? 
Bendix Target radar. 

Nomad Searchmasters 
have proven their efficiency 
in the protection of off-shore 
resources, control of illicit 
trade and entry, and security 
of coastlines, shipping, and 
coastal waters. 

Designed primarily for all 
weather surface surveillance, 
the Searchmaster offers all 


2 


the search sophistication of a 
larger aircraft at a fraction of 
the cost. 

Increased reliability and 
outstanding fuel-efficiency 
add to the economy of this 
aircraft's operation. 

Examine the features 
of the Searchmaster and 
youll discover the natural 
advantages of the Nomad х 4 f 

genealogy. е 4 ЖЭ 
Features like low ser vice SMU б 
and maintenance costs, 
unsurpassed crew vision and 








resources of the Australian 
Government and its aircraft 
factories. 

For further details on any 
of the Searchmasters, contact: 
The Nomad Marketing 
Group, 226 Lorimer Street, 
Port Melbourne, Victoria, 

3207 AUSTRALIA. Telex: 
DEPRODY AA 30252. 
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comfort, real low- == 
speed manoeuvrability Дак 
and outstanding De 
STOL capability. — 
Searchmaster 
comes with full 
technical and spare-parts 
back-up through the wide 











When planning 
amajor 
capital project... 


Successful financing of major projects and 
capital assets depends on designing its structure 
as much as on procurement of the funds. 

At Lloyds Bank we integrate the 
professional skills with the international 
capability to build a whole. 

When you ask us to join in planning 
your project, you are assured of responsible 
advice on the right financial strategy. And you 
are dealing with a bank able to support its 
advice with a substantial commitment 
of funds. 

Our professionals will design a financing 
structure to suit the equity and the project’s 
earning capacity, identifying and assessing the 
financial risks. Where appropriate, they will 





„the right advice 


and finance 
comes from an 
integrated bank 


devise debt structures limiting recourse 
against the sponsors. 

Our experience in negotiating with 
international and national agencies will 
maximise the benefit to the project of 
subsidised official finance and export credit. 

Drawing on our global knowledge of the 
many sources and methods of finance, we will 
bring the project to the markets for its 
successful financing. 

Wherever you deal with us, you secure 
the fast and sure response that 
gives you the edge. 
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amachine is the 
cong 1983 Year- 


nce tothe Rule of Law.” In 





sion or саалар changes -are 
“impossible.” There is “total adherence 
to the rule of law.” However, “policy de- 
cisions are based оп the welfare of the 
people qualified by a judgment of what is 
practicable at anytime.” Griffiths tells 
us that the attorney-general is subject to 
the direction of по man as to whom to 
prosecute — noteven the governor him- 
self. He waxes lyrical on the indepen- 











dence and impartiality of his office to the | 





point where Shro reminded of the 
Lord Chancellor of England in Gilbert 
and Sullivan's satire [olanthe, who sings: 
The law is the trué embodiment 
Of everything that’s excellent. ` 
It has no kind of fauit or flaw, 
‚ And I, my Lords, embody the Law. 
Far be it from Shroff to suggest that 
any. attorney-general has ever been in- 
fluenced by the governor, the financial 
“secretary or the executive council in.de- 
tiding whom to prosecute. Far be it from 
Shroff to suggest that decisions on whe- 
cj ther.to prosecute have ever been made 
| notonthe basis of the strength of theevi- 
“dence but on that of a person's influence 
or standing in the community, or in con- 
‘sideration’ of whether a. prosecution 
would undermine соп 
i tem as a whole, or in the propriety of 
T- members of the advisory councils or 
senior administrators, 
И The broad masses of Hongkong 
. people know that it would be vicious 
slander to suggest that the law is not 
equally applied, that justice is not dis- 
pensed impartially, that laws are never 
. framed. to give the impression of bring- 
ing justice rather than actually trying to 
bring commerical criminals — or corrupt 
government servants — to book. 
Evidence of the triumph of the rule of 
law and. impartial justice in Hongkong is 
everywhere. Take, for example, the Pro- 
tection of Investors Ordinance. This was 
introduced in 1974 to protect investors 
from the dishonest prospectuses, peddl- 
ing of misleading information, and all 
kinds of sharp practices which flourished 
in the heady days of the 1972-73 boom. 
-Clearlysuch practices have been suc- 
cessfully outlawed. No one. has ever 
been prosecuted under this legislation. 
z Almost as successful have been re- 
























ce in the sys- |: 





forms to the Companies Ordinance. Al- - 


thoygh watered down, standards of re- 
porting, auditing, accountability of di- 
rectors and so on have improved so 
amazingly since the early 1970s that al- 
most no prosecutions have been needed. 
Take another abuse; insider trading. 
Following a scandalous episode relating 
to Wheelock Marden — uncovered by 
the REVIEW — the government set up a 
mechanism in 1978 to investigate and ex- 
pose such activity. It has been $o success- 
ful in putting the fear of God into poten- 
tial inside traders that the abuse has al- 
most vanished. The tribunal has only 
had to meet once — and then it con- 
cluded that any faults to be found were 

with journalists, not the traders. 
; Take the financial system, which those 


“responsible say is among the best regu- 


lated in the world. The Deposit-Taking 
Companies (DTCs) Ordinance has set a 
new standard of legislative efficiency. 


Although numerous DTCs have gone - 


bust, they have apparently all done so 
without at any point infringing any of the 
rules set up in the name of prudential 
supervision to regulate them, In. one 


1 ease, the management succeeded in “los- 
ing" several hundred million dollars of 
other peoples’ money ina matter of days © 


Without transgressing any of the laws so 
ably drafted by Griffiths’ department. 
Hongkong also has, to use the attor- 
ney-generals words, “а highly <de- 
veloped system of commercial law” —so 
well developed that commercial crimes 
are almost unheard of, and need only the 
tiniest of departments within the police 


force to keep them under control. Hong- - 
kong can proudly point to the fact that, - 
thanks: to the. wisdom of the attorney- - 


general, there are believed to be more 
policemen in the Special Investigation 
Unit dealing with homosexuality than in 
the bureau unearthing complex com- 
mercial crimes. Indeed, so efficient is the 
system that no police investigation at all 
is apparently needed into those persons 
who ripped hundreds of millions out of 
DTC Dollar Credit (REVIEW, Nov. 19, 
°82). For some reason, it is apparently so 
far “not practicable" to pursue such a tn- 
vial matter. After all, it might be contrary 
to the “welfare of the people" to admit 
that Hongkong must be the easiest place 
east of Uganda to carry out a major fraud, 
or that sóme well-known local financiers 
might not be entirely trustworthy. 

hroff will not mention the Office of 


the Banking Commissioner: its informa- - 


tion is so secret that God himself might 
have problems using it for purposes of 
prosecution. Look at the Office of the 
Commissioner for Securities. It has fear- 
lessly entered the fray to bring to book 
various firms .peddling commodities.to 
public. Tt as even ет ће Ji- 
















lems became public last Octobe 














cence of the founding chairm 
Hongkong Commodities Exchang: 
Scales (REVIEW, Apr. 14): But these ar 
relative midgets. What has itdone tof 
tect investors from phoney profit figu 
and endless lies and ламу , 





Dollar Credit (Holdings о 
an inquiry into what happen 
their company to collapse: 
Who is being protected by keep; 
under wraps? Certai 
holders nor creditors. 









of. existing legislations. 
the circumstances, talk 


stead.of being the stronge: 
binding. the people.of: Hon 
current form of government, 
ing increasingly suspect in some qu 
as prone to being arbitrary. 

Any unwillingness of the government 
to enforce the law without fear orfavo 
would seriously undermine claims th 
British: participation, or at least Bri 
legal norms, are essential to the future 
prosperity and stability of Hongkong. 
€ THE latest attempt to keep Carrian 
out of the hands of the liquidators seems 
to stand even less chance than previous 
ones. It consists of a complex arrangi 
ment whereby creditors-of Carrian. Inr 
vestments will bave their security writt 
down to:current value and will rec 
5%, 12-year cumulative prefer: 
shares for the difference between their 
loans and the written-down security 

After the write-down there would, i 
said, be sufficient cash flow to pay 
terest on the remaining debt. Howev 
nota few banks are clearly so fed up.wi 
the Carrian farce that they would rath 
take their losses and their securit 
than sit tight hoping for the day whe 
will come right. Those with mo 
adequate security in particular 
wind it.up.at soon as convenient. 

Many now. believe that t 
chance of seeing anything lies w 
liquidator who would look carefully 
various deals done between Carri 
companies in the months before its pi 




































investigate who received the millions of 
dollars of jewellery "gifts" it dispensed, 
Bankers? Partners in deals? Indeed 
there is a strong suspicion in banking c 
cles that efforts:to keep Carrian out. 
the liquidators’ hands are aimed as mu 
at warding off independent inquir 
its affairs as of saving it for 
shareholders, creditors o 
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he three © 
„Ја cousin, Anthony Lo, deputy 
managing director with the Hongkong 
property company Great Eagle, is also 
named in the writ alleging fraud (Lloyds is 
a creditor to both LMK and the Great 
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Lloyds Bank International takes action to uncover 





By Christopher Wood 
Hongkong: A financial crisis at one of 
mgkong's largest garment companies 
a bank’s continuing efforts to uncover 
































‘the Lo family’s Mee Kwong Group 
(LMK), one of the territory's largest 
iirtmakers, involving a rescheduling of 
ime HK$750 million (US$109 million) of 
ət and a moratorium on principal repay- 
nts of 18 months to overcome what 
гете described as cash-flow problems. 
"This came just two weeks after Lloyds 
Bank International, the international sub- 
sidiary of Britain's fourth largest bank, 
claimed in a writ amendment filed on 
March 31 that three LMK directors, all 
` members of the controlling Lo family, had 
defrauded it. Lloyds has since filed 
another 40 writs claiming a total of about 
` HK$123 million from various parties, 
again including members of the Lo family. 
` These writs do not allege fraud. They re- 
late to bad debts and defaults on guaran- 
_ tees and are connected with the previously 
- alleged fraud. 
— Despite the timing, Lloyds has been at 
- pains to stress that the LMK rescheduling 
and the bank's writs are not linked. The 
rescue by some 20 creditors was precipi- 
tated, it is said, by a liquidity crisis at an 
` otherwise sound business which came un- 
` stuck diversifying into property. LMK 
| values its property portfolio at HK$420 
` million at present. By contrast, the 
` amended writ naming three LMK direc- 
tors, Eddie, Ricky and David Lo as defen- 
= dants, was the result of action taken by 
` Lloyds against them as individuals as it did 
. not concern money advanced to LMK. 
| Nonetheless, all three have now resigned 
` from the LMK board, at the request of 
creditors. 
` LMK is a privately owned business 
with the shareholding split between mem- 
` bers of the Lo family, comprising the 
father and eight sons. Only one of the 
sons is now left playing an active execu- 
tive role. This is William Lo, who was 
` appointed managing director following 
the rescue announcement, since creditors 
` considered some form of continuing 
` family involvement to be necessary. (One 
` of the recently issued 40 writs relating to 
bad debts claimed HK$4.2 million from 
William Lo.) They also said that they 
would not have agreed to the bail-out 
devised by merchant bank Schroders & 
Chartered — the first major rescheduling 
agreed in Hongkong's latest property 
crunch — unless they had been sure that 
the Lloyds litigation would not prejudice 


E 76 
А 
iud n 































































suspected fraud linked with its former Hongkong manager 


their chances of getting their money back. 

The Lloyds action follows the bank's in- 
ability to bring to court the former branch 
manager at its Hongkong unit, Victor 
Folch-Vernet. A Spanish national, Folch- 
Vernet, 49, worked in Hongkong for 
Lloyds from 1977 to 1981. He left in 
October of that year just after helping ar- 
range a HK$38 million syndication for 
LMK's 51%-owned subsidiary LMK Nam 
Sang Dyeing Factory. Folch-Vernet's role 
in this facility, which Llovds lead-man- 
aged, is now under investigation by the 
bank. Returning to London, Folch-Ver- 
net subsequently left his employment, ac- 
cording to Lloyds, “under normal cir- 
cumstances.” 

By October of last year, however, 
Lloyds had become suspicious. For it 


















filed a writ against Folch-Vernet, his wife 
Stella and two companies linked to them 
claiming HK$5.6 million. Lloyds also 
sought records of the Folch-Vernet ac- 
count from the Hongkong and Shanghai 
Banking Corp. One possibility is that 
Lloyds was first alerted to possible abuses 
when an employee happened to come 
across Folch-Vernet’s personal records 
and found assets disproportionate to his 
income. Lloyds declined to comment on 
this. Whatever aroused suspicions, he is 
now thought by Lloyds to be in Argentina 
and is out of the bank’s reach. His wife is 
Argentinian, 


et, as the recent serving of writs testi- 

fies, Lloyds has clearly not given up. 
Just how seriously it is pursuing what it ap- 
pears to regard as a series of outright 
frauds is clear from the fact that a team of 
some five investigators was sent out from 
London last November to unravel the 
Folch-Vernet legacy — and they are still 

























Shirt-making in Hongkong: foundation of a failing empire. 


Eagle group). All four men are listed as 
defendants in an amendment to the origi- 
nal writ against Folch-Vernet. Also, Tom 
Tong, a partner with Hongkong’s promi- 
nent local law firm Johnson, Stokes & 
Master (JSM), is named as a defendant. 
As Lloyds’ former lawyer, he is alleged to 
have lost the bank money through his neg- 
ligence. 


Tong has now retired as a partner of 


JSM, though he remains as a consultant 
and has successfully appealed against an 
injuction freezing his personal assets. In 
addition, JSM itself and two nominee 
companies it owns, Hillory and Leedory, 
are also named as defendants in the 
amended writ. Although Lloyds is not 
claiming damages from them, this would 
enable Lloyds to obtain company records 
in their possesion. 


That Lloyds has chosen to sue its former 


lawyer and members of a prominent local 
family — an action perfectly designed to 
set tongues wagging in Hongkong’s inces- 
tuous business community — seems clear 
indication both of its determination to put 
its house in order and its conviction that it 
has a case. What is not yet clear is the 
amount of money involved as statements 
of claim have yet to be made. Press reports 
have put Lloyds’ losses in Hongkong at 
around HK$2 billion though it is not clear 
to what extent this is the result of fraud 
rather than bad loans, a problem afflicting 
many other banks here, many of them 
now sitting, like Lloyds, on substantial but 
unwanted property portfolios pledged as 
collateral. 

Stories of Lloyds’ Hongkong problems 
first surfaced last October (Shroff, 
REVIEW, Oct. 8, '82). Then they were 
connected with the Great Eagle empire of 
the other branch of the Lo family and its 
satellites, Regal Hotels and Paliburg In- 
vestments. Lloyds was a sub-underwriter 
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Lazard Brothers & Co., Limited 
. have arranged 
HK$1,050,400,000 in 
finance for 3t 























° е ° ] 
Mass Transit Railway Corporation ^ 
Hong Kong * 3 3 
У 
for the Island Line Project 3: 
3 
with the Guarantee of E. 
Export Credits Guarantee Department 
of the United Kingdom * 
RAILCARS SIGNALLING EQUIPMENT STATION AND TUNNELS STATION CONCOURSE 7 
HK$566,000,000 HK$36,300,000 HK$89,000,000 HK$77,400,000 A ‘ 
in support of in support of in support of in support of a 
Metro-Cammell Limited Westinghouse Signals Limited Gammon (Hong Kong) Limited Gammon-Kier-Lilley 9 
March 1982 May 1982 Гойка 1982 Joint Venture Я 
September 1982 А 





TRACKWORK RAILCARS LINE OF CREDIT. LOCOMOTIVES STATION AND TUNNEL 
HK$62,700,000 HK$88,300,000 HK$60,000,000 — HK$11,100,000 AUXILIARIES 












in support of in support of to finance consultancy in support of HK$59,600,000 
Henry Boot-Gammon Metro-Cammell Limited and other contracts Brush Electrical in support of 
Joint Venture October 1982 November 1982 Machines Limited G.E.C. (Hong Kong) Limited 
October 1982 December 1982 February 1983 






Total finance raised for Mass Transit Railway Corporation by 
Lazard Brothers & Co., Limited for Modified Initial System, 
Tsuen Wan Extension and Island Line now exceeds HK $2,000,000,000. 


Lazard Brothers & Co., Limited 


London Hong Kong 
21 Moorfields, EC2P 2HT 3504 Gloucester Tower 
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for a Paliburg rights issue in 1981 which | 


flopped, leaving the bank with a lot of 
shares. Regal recently announced that it 
had sold its main asset, the Regal Meri- 
dien Hotel in Tsimshatsui, to a private 
company controlled by its chairman Lo 
Ying-shek on the same day it announced 
losses including extraordinaries for the 
year to September 30 of HK$118 million. 
In the absence so far of further informa- 
tion to shareholders, this move was inter- 
preted by brokers as dictated by the need 
to keep the company viable. 

The citing of Hillory and Leedory in the 
March 31 writ will draw attention to the 
common Hongkong practice of appoint- 
ing nominee corporate directors. Tong, 
the lawyer named in the amended writ, 
was about two-thirds of the way up the 
JSM partner list and so relatively senior. 
According to sources, he was the solicitor 
who provided nominee companies 
through which Folch-Vernet arranged for 
money to be lent to the Los and their asso- 
ciates. 


peo vene is said to have been on 
particularly friendly terms with Eddie 
and Anthony Lo, explaining the links with 
both Paliburg and LMK. Although Tong 
is no longer a partner and acted, according 
to sources, with a considerable degree of 
autonomy within the firm, the Lloyds ac- 
tion will embarrass JSM. Lloyds has now 
appointed a new lawyer Deacons, the ter- 
ritory's other major legal firm. 

Litigation aside, LMK can now recom- 
mence trading after having been, accord- 
ing to creditors, on the brink of liquida- 
tion. The group has more than 4,000 em- 
ployees. Schroders & Chartered said the 
rescue talks had been underway since 
March — ahead of any writs — and were 
precipitated by the non-payment of in- 
terest. The rescheduling would not have 
gone through, it was added, without the 
cooperation of the family, essential in a 
privately run business like this. Under the 
agreement, banks will front up HK$75 
million to keep the business going in the 
immediate weeks ahead while industry ex- 
he and creditors’ representatives have 

п appointed to the board. 

To rectify what was described by ban- 
kers as “a lack of internal controls,” ac- 
countancy firm Peat Marwick Mitchell 
and Co. has been brought in to study the 
group’s operations and finances. Peat 
must also sign every cheque issued. Even 
with this management overhaul, LMK 
faces a long climb back despite what 
Schroders describe as the “current upturn 
in the garment industry.” Burnt by its 
speculation in property, LMK is said to 
have a sound core business with estab- 
lished labels such as the United States’ 
rights for Christian Dior. 

Creditors to LMK Nam Sang Dyeing — 
part of the esc el syndicate — are not 
part of the rescheduling. It is hoped that 
Nanyang Commercial Bank, a sister bank 
of the Bank of China, will take over part of 
the exposure. The company’s main asset is 
China’s largest finishing and dyeing fac- 
tory in the Shenzhen Special Economic 
Zone. Talks on this are continuing. 
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Malaysian company Peg 


i hots up 
British rubber company y Dunlop 
By Jeffrey Segal and Daniel Nelson 


ith the purchase on April 11 of a 

further 6.5 million shares in Dunlop 
Holdings, Pegi Malaysia headed by politi- 
cian and businessman Ghafar Baba has 
enlarged its total stake in the British- 
based tyre-maker and industrial group to 
26.1% — close to the point (30%) at 
which City of London takeover rules re- 
quire it to make a full bid. Pegi is an indi- 
rect subsidiary of Goodyield Plaza, con- 
trolled by bumiputra interests. 

Reports suggest that Dunlop Holdings 
would be extremely hostile to any such 
offer, however, and that it would spark off 
strong resistance in Britain. Britain's 
Foreign and Commonwealth Office is 
concerned at the impact any such develop- 
ment could have on the still delicate rela- 
tions between Britain and Malaysia. 

Analysts in Kuala Lumpur are divided 
on whether Pegi will go ahead and squeeze 
the trigger. Some see Pegi's earlier pur- 


British Foreign Secretary Francis Pym: 
delicate relations. 





chase on March 29 of a block of Dunlop 
shares as a technical move to make sure 
Dunlop Holdings showed up as an asso- 
ciate in Pegi's 1982-83 accounts, which 
closed two days later. Others say the April 
11 purchase was made to average down 
the cost of previous acquisitions. Another 
school of thought is.that Pegi is manoeuvr- 
ing for a seat on the Dunlop Holdings 
board. Others believe that Pegi is acting 
for a third party. 

Those who believe a full bid isimminent 
point out that Pegi could use Dunlop 
Holdings as a shorter, cheaper route to get 
control of its original target, rubber pro- 
ducts manufacturer Dunlop Malaysia In- 
dustries Bhd (DMIB). At current ex- 
change rates between sterling and the 
Malaysian dollar, and at Dunlop Hold- 
ings' current market price of 57p (90 US 
cents) a share, Pegi would only have to 
pay out M$220 million (US$96 million) to 
buy up all of the 106.3 million Dunlop 





its wooing of the 
oldings 


Holdings shares it does по! already own. 
That would instantly give Pegi majority 
control of DMIB for M$35 million less 
than the price of a majority stake in 
DMIB, a company listed separately in 
Malaysia. If Pegi pitched a general offer 
price low enough, analysts said, it could 
secure the parent for perhaps half of what 
the subsidiary on its own might otherwise 
have cost. 

But this pre-supposes Dunlop Holdings 
would be unsuccessful in its opposition to 
a takeover by Pegi, which it regards as 
poorly equipped to manage a major indus- 
trial conglomerate. Some observers here, 
too, still regard Pegi as little more than the 
cash-laden shell it became when it sold off 
its Singapore assets in 1978. After two 
dormant years, Pegi made a flurry of ac- 
quisitions which brought it a re-listing in 
June 1981. But even now, Pegi's invest- 
ment portfolio is not substantial. Other 


"than the Dunlop Holdings stake, its 


biggest asset is a 42% interest in manufac- 
turer and property developer Synthetic 
Resins. It also owns outright three small 
investment holding. companies — Con- 
tango, Climate Engineering and Pegi Sin- 
gapore — plus 74% of Selco (Malaysia), a 
marine-services firm. In addition there are 
small interests in a floating-crane hire 


| company and two small plantation firms. 


egi's financial performance, too, has 

been mediocre up to now. The group's 
latest results show pre-tax profits in the six 
months to September 30 unchanged at 
only M$3.1 million on turnover of M$23.2 
million. The company's bank loans and 
overdrafts stood at M$35.4 million, nearly 
twice the level the year before. 

Pegi looks a most unlikely hunter com- 
pared to its apparent quarry, Dunlop 
Holdings. While Pegi's issued share capi- 
tal has grown from M$7.4 million to 
M$49.1 million in the past two years, it is 
still dwarfed by Dunlop Holdings' £71.9 
million, equivalent to some M$260 mil- 
lion. Current stockmarket capitalisation 
figures are considerably closer however: 
M$204 million for Pegi and M$295 million 
for Dunlop. The bulk of Pegi's assets — 
M$101 million — is represented by the 
Dunlop Holdings share block, owned by 
Pegi-Multi Purpose Holdings. The true 
market value of the block is in fact only 
M$50 million at present. 

Meanwhile, Pegi's books will benefit 
from two separate share issues announced 
simultaneously on April 11. The first is a 
Proposed one-for-two rights issue at 

$2.20 per share. That will in turn entitle 
the holders to the second: a two-for-three 
capitalisation issue. The two issues, if ap- 
proved, will boost Pegi's paid-up capital 
from the present M$49.1 million to 
M$122.8 million. The money will be used 
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The South China Morning 
Post's blockbuster reference 
book on Hong Kong's top 
people. 

An invaluable reference book. 
A priceless mailing list. 


mm | N HONG KON с пни 


This comprehensive listing of 
Hong Kong's top people with 
photos has now been updated. 
In compiling the names 
included in this book, the 
editors and researchers 
selected those figures who are 
leaders in their fields; in 
business, finance, commerce, 
banking, the arts, sport, 
government, the media, the 
professions, manufacturing 
and other spheres. 


Over 1,500 individual names 
and addresses, most of which 
are illustrated by photo- 
graphs, make this a valuable 
reference book and an up- 


market mailing aid. 


WHO'S WHO IN HONG 
KONG is a valuable research 
tool for scholars and jour- 
nalists, both at home and 
abroad, and a handy refer- 
ence book for businessmen 
overseas interested in the 
affairs of the Colony. 


The book also catalogues 
major Government depart- 
ments, Counsuls, Trade Com- 
missioners, Associations, 
Clubs, Societies, and the 
media with a wealth of 
information on the people 
involved in these institutions. 


To: SCMP FRO428 
Tong Chong St., Quarry Bay, Hong Kong. 

Yes, | would like to order a copy of Who's Who in Hong Kong. 

! enclose my cheque for $200 (or multiple in event of plural order). Postage of 

surface mail for overseas order is $16/copy. 

Please make a cheque payable to SCMP. 
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Diary of desire for Dunlop 


The story of Pegi’s three-year courtship 
reads like a tale of unrequited love 


Kuala Lumpur: The diary of Pegi 
Malaysia’s three-year of Dun- 
lop Holdings reads like a story of unre- 
quet love — full of hopes and frustra- 
, pledges and separations. It began 
in 1980, amid conditions of great secrecy 
and intrigue. 
coer “Far Eastern” buyers 
amassed large quantities of Dunlop 
Holdings 50p. (75.5 US cents) ordinary 
shares, arousing the suspicions of the 
British Department of Trade, which sent 
out a team to investigate. The buyers 
turned out to be acting for Goodyield 
Plaza, a company controlled by veteran 
Malay politician Ghafar Baba and his 
family. Meanwhile, Goodyield Plaza’s 
67% owned subsidiary, Pegi, also 
chaired by Ghafar, had itself bought 2.01 
million shares directly 
and another 795,000 through a тыз 
owned offshoot, Climate 
Late in that year, a pattern emerged: 


to reduce the group’s borrowings and in- 
crease its working capital. That will enable 
Pegi “to take advantage of new invest- 
ment opportunities," the company told 
the Kuala Lumpur Stock Exchange. 

Analysts immediately linked the in- 
tended issues to a likely bid for Dunlop 
Holdings. Although actual approvals 
were still months away — underwriters for 
the rights issue have yet to be appointed — 
Pegi could potentially secure bank loans in 
advance against the proposed new shares, 
the analysts said. 

If Pegi does intend to launch a general 
offer, then timing could be crucial in get- 
ting the best bargain. Dunlop Holdings' 
price stood at 47-49p through the first 
seven weeks of 1983, then fell back to 45p 
for most of March. On March 29, the day 
of the first Pegi incursion, it rose 4p and 
then on April 8 it edged up to 50p. The 
next trading day, when Pegi returned to 
the market, it jumped 5p. By April 15 the 
price had reached a new high for the year 
of 60p, though it has subsequently eased. 

If Pegi remained on the sidelines, obser- 
vers speculated, then Dunlop Holdings’ 
price would drop back significantly after 
the release of its 1982 annual results due 
on April 21. Although the figures were ex- 
pected to show an improvement on the 
previous year's £19 million pre-tax loss — 
turning out anywhere between a small loss 
and a £10 million profit — the group's 
long-term prospects in a grossly over- 
crowded European tyre market are said to 
be fairly bleak. Some sources suggest Pegi 
might hive off Dunlop's non-profitable, 
non-Malaysian operations after a take- 
over, stripping Dunlop Holdings down to 
a more manageable size. 

For Ghafar himself (whose father once 
worked on a Dunlop Estates plantation) a 


» November 7, 1980: P. 
it was acquiring the 21.2 
shares up by Good- 


Len re nime | total number of 
shares it owned to 24 million or 17.5% of 
the group's issued capital. Suddenly, 
former electrical- 
manufacturer Pegi became 
Dunlop Holdings’ biggest single 
shareholder. Pegi funded its acquisitions 
through a share swap with Goodyield 
Plaza, which valued the Dunlop Hold- 
ings scrip at M$4 (US$1.74) per share. 
А issues committee later 

revised the price to M$3.50. 


announced 
Dunlop 


Ghafar: waning political influence, TW STs mes 





takeover of Dunlop Holdings would pro- 
vide a heavy financial counterweight to his 
slowly waning political influence. Ghafar, 
58, remains national vice-president of the 
United Malays National Organisation 
(Umno),.a post he has held since 1967, 
and. is also secretary-general of the Na- 
tional Front, the ruling coalition domi- 
nated by Umno. 

But he has been out of the federal 
cabinet since the mid-1970s and rarely 
makes political pronouncements now out- 
side of election times, when he operates as 
a useful campaigner in difficult con- 
stituencies. Most of his public exposure 
these days in fact comes through from his 
leadership of the national tennis federa- 
tion. 


Pp: is widely expected in London to up 
its stake in Dunlop to 29.9%. At 30% 
London Takeover Panel rules make a gen- 
eral offer obligatory, and the size of assets 
involved could justify a referral to the offi- 
cial Monopolies Commission. That is 
where the Foreign Office's anxiety begins, 
for it has only just completed a lengthy 
fence-mending exercise with the Malay- 
sian Government (REVIEW, Mar. 24), re- 
flecting partly misunderstanding over pre- 


» May 12, 1981: 
raised its up capital by 5.1 million 
shares to 142.3 million, thereby diluting 
Pegi's stake to 16.9%. 

tember 29, 1981: Dunlop Hold- 
ings agreed to sell its 51% interest in 
Malaysian-incorporated plantations 
group Dunlop Estates Bhd (DEB) to 
Multi-Purpose Holdings. Multi-Pur- 
pose, investment arm of Malaysia's main 
ethnic-Chinese political party, the 
Malaysian Chinese Association, in turn 
agreed to inject the 36.72 million DEB 
shares acquired at M$5.75 each from 
Dunlop Holdings into a new joint ven- 
ture with Pegi to be known as Pegi- 
Multi-Purpose Holdings (PMPH). Pegi 
paid nothing in cash, but instead contri- 
buted to the joint venture its entire Dun- 
lop Holdings interest, placing a premium 
value of M$4.20 per share on each of the 
24 million shares. The agreement also 
stipulated that Pegi would make no 
further purchases of Dunlop Holdings 
shares — the so-called non-aggression 
pact between the two sides. 
e October 10, 1981: Dunlop Holdings 
again increased its issued capital, this 
time by 1.5 million shares, further dilut- 
ing Pegi's block to 16.796. 


Dunlop Holdings 


vious stock-exchange manoeuvres follow- 
ing a “dawn raid" on Guthrie Corp. by 
Malaysian interests. 

Some analysts point out that Dunlop is a 
fairly important British company and a 
large employer, with net assets standing at 
£744 million on an inflation-adjusted basis 
in the last balance-sheet. Dunlop handles 
some defence contracts through its aero- 
space interests. These contracts, however, 
represent only a small part of the overall 
business and Pegi could offer to sell them 
off if necessary. 

Dunlop itself was unwilling to comment 
on the position of Pegi before the publica- 
tion of the 1982 results. Apart from saying 
“we have no reason to believe that Pegi 
will make a bid,” company officials say 
Pegi lacks industrial management exper- 
tise to want to exercise full control. 

Deteriorating market conditions in 
European tyre operations have not helped 
Dunlop and as one analyst pointed out: 
“The trading position is as difficult as it 
has [ever] been.” Looking at the trading 
position there is what another analyst de- 
scribed as “an unpleasant level of gear- 
ing.” At the end of 1981 Dunlop Holdings 
had loans of £288 million plus a net over 
draft position of £89 million. With a loan 
to equity gearing ratio of more than 100% 
it is difficult to see how this can be im- 
proved by normal trading operations. Al- 
though trading is improving, the pace is 
slow. It may be difficult to generate suffi- 
cient cash without further disposals. 

Dunlop appears to have had no 
forewarning of Pegi's recent moves. There 
was speculation in London that Pegi may 
simply want boardroom representation, 





though it is difficult to see the logic of re- 
cent moves if a full bid is not ultimately 
forthcoming. 
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High-street high noon 





As the duel for control of Australian retailer Grace Bros comes to 
a head the takeover tangle grows and more legal actions loom 


By Brian Robins 


Sydney: The battle for control of уау 
based retailer Grace Bros Holdings. is 


| 


moving to a climax, with two full takeover | 


bids for the company now оп. the table. 

‚ Myer Emporium, which recently bought 
Singapore businessman. Tan Sri Khoo 
Teck Puat's пеаг-20% stake in the re- 
taller; and Bond Corp. Holdings have 
thrown their hats into the ring. 

But judging by the disparity between 
the offers made and the terms of payment, 
control of the Grace Bros group may take 

some time yet to resolve. The Myer bid 


values Grace Bros, at A$212 million 


(US$183 million): while the Bond Corp. 
bid is considerably higher at A$250 mil- 
lion. Both bids incorporate a deferred 
payment to shareholders. 

. Bond Corp. is offering A$4.50 a share, 
in the form of one cumulative, redeema- 
ble 8% preference share for each ordinary 
share held. However, full payment wiil 
not be received for three years. The defer- 
red nature of the Bond Corp: offer is likely 
' to prove a disincentive as there is still a 
great deal of investor uneasiness about 
holding Bond Corp. paper for any period 
of time. 

Myer's offer is A$2 cash for each Grace 


share plus A$1.65 a share through the 


issue of either 14%, 10-year convertible 
notes of A$1.500r 12.75% cumulative, re- 


; deemable р сое shares with a three: : 













ment of the Myer offer is an attraction, 
though there is concern about the com- 
pany's present loan gearing and the fact 


; that if it were to gain full control of Grace 


Bros, it would have to outlay an additional 
AS88 million, which would force the 
group to make further borrowings. 

The difficult nature of the retailing sec- 
tor at present was-underlined by recent 
profit reports from both Myer and Grace 
Bros, which detailed a severe profit 
downturn. Myer reported a 75% profit 
slump to A$6.18 million for the half-year 
to January 31 on group revenue which 
rose 11% to A$900.7 million. Its interest 
bill rose to A$37 million for the half (pre- 
viously A$26 million). Grace Bros fared 
better, posting a 35% profit fall to A$7.9 
million on revenue which rose 2.6% to 
A$467 million. 

The January half is traditionally the 
more buoyant for retailers since it incor- 
porates the Christmas trading period. So 


‘the poor first-half des performance au- 


gurs badly for both groups, since second- 
half profit is expected to be slack. 

The major shareholding blocks in 
Grace Bros are: Adelaide Steamship, 


` Myer and Bond Corp.. each with close to 
720% of the. capital; Westfield with 4% 


Woolworth with 6% . and the Grace fat. 
ly and the Grace Bros superannuation 
fund controlling a further 1295. But in re- 








cent weeks, independent investor Larry | 
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Jongh or g & Kowloon Wharf 


'* The Group’ s total profit after т po 
: HK$541.3 million against: 


items ^ were 
ion achieved in ` 1981, ап 
increase of 16.4%. 


. million . as tima amount 


3: „3 million for 1981, an increase of © | 


+ Earnings per share where 24.8 cents as 


pared. to. 21-5 cents for 1981, a 15.075 


BE increase. 


СА final dividend of 11.5 cents per share is 
proposed which, together with the interim 


dividend of 4.5 cents. per share’ paid in. ~ 
November 1982, wil result in a total 
dividend of 16:0 cents per share for the year, ` 
an increase of 17.4% epee with 13.6 


cents for 1981. 


: Summary of Results 


Group. profit beofre taxation 
Taxation 


Group profit after taxation 
Minority interests 


. Grour ТОНЕ before puirsóidinary items 
Extrao мун, ry: 


-Subádiary ‘Harbour ые е opment ` Е 


Limited and the ‘surplus on distribution to 
shareholders of the Strawberry Hill houses, 


Harbour City. Phase. І, а during the... 


year, is at present over 97% let. At 31st- 


` December, 1982: the. Group's lettable area. 


totalling over 6.0 million comi feet: маз 
тоге e than 96% let. 


During. jos? all айол oF the Group per- : 


р formed „satisfactorily. At. 31st. peces: zs 
total "deposits and cash standing at HK i 
-million against a total bank loans, advances 


and long term debt outstanding of HK$379 - 
million. With its ‘recurring income base, the 


“Group is ‘well placed to. withstand ‘the ^ 
“present economic difficulties and to take ` 

` ^advantage of opportunities ‘that arise when 
`” market conditions improve. 
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Adler (through his FAI Insurance) has in- 
creased the pressure on all parties, moving 
into the market for Grace Bros scrip, ini- 
tially offering A$3.50 a share, and more 
recently boosting that to A$4 a share. 
Adler has been careful to separate himself 
from all parties involved, though there is a 
great deal of speculation surrounding his 
activities. 

In response to the allegations and 
counter-allegations being made at pre- 
sent, the National Companies and Sec- 
urities Commission has decided to talk to 
all parties to determine whether there has 
been any breach of the complex takeover 
code. Legal action has already com- 
menced, with Bond Corp. alleging that 
both Myer and Grace Bros acted in con- 
cert during the negotiation leading to the 
sale of Khoo's stake in Grace Bros. There 
is also speculation that Myer may sweeten 
the terms of its offer to enhance its 
chances of success. 


he Myer offer is conditional on receiv- 

ing 50% acceptances, while the Bond 
Corp. offer is unconditional. Neither bid- 
der has released its offer documents yet, 
and it is expected that Bond Corp. may 
face difficulties in clearing regulatory hur- 
dles. Prior to disclosing its bid terms, 
Bond Corp. chairman Alan Bond held 
exhaustive discussions with his merchant- 
bank advisers, Wardley Australia, as well 
as with senior representatives of Wardley 
and the Hongkong and Shanghai Banking 
Corp. in Hongkong. 

If Bond Corp. gains control of Grace 
Bros, it intends merging its ailing Waltons 
Bond/Norman Ross Discounts retailing 
group with Grace Bros. While such a 
move makes a great deal of sense for Bond 
Corp., the Waltons and Grace Bros retail- 
ing concerns are very different, and there 
isthe real risk of destabilising the enlarged 
group. 

Myer recently offloaded a suburban 
shopping centre for A$43 million which 
raised the cash to enable it to buy its initial 
stake in Grace Bros. The group has been 
working on the formation of a property 
trust for some time now, a move which 
could free a further A$100 million which 
would finance the Grace Bros move. 
However, progress on the formation of 
the trust is believed to have slowed. 

If Myer gains control of Grace Bros, a 
move which would appear to be supported 
by Grace Bros executives, it would be 
ironic, since only recently Myer sold the 
bulk of its New South Wales retailing ac- 
tivities to Grace Bros in a A$65 million 
move. Grace Bros' department-store re- 
tailing activities are limited to New South 
Wales, a market in which it has been tradi- 
tionally successful. 

While Bond Corp. has already launched 
one legal action, more are expected as the 
fight continues. Bond has never been 
stingy when making takeover offers, as 
the latest bid for Grace Bros shows, since 
the price of A$4.50 is directly in line with 
the group's net tangible asset backing of 
А$4.51 a share, but pitched well above the 
group's earnings which in the last financial 
year stood at A$13.8 million. 
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Philippine textile plant: protests over prices. 


A big loss for Filsyn 


Although enjoying a near-monopoly 
and government protection, Filipinas 
Synthetic Fibre Corp. (Filsyn) ended 
1982 in the red by P 17.9 million (US$1.8 
million), reversing a net income of P9.5 
million in 1981. Filsyn now has more 
than 90% of the Philippine market for 
polyester fibre and filament yarn, having 
bought out its main and smaller com- 
petitor, Lakeview Industrial Corp. Tex- 
tile mills, principal buyers of fibre and 
yarn, are allowed by the Board of Invest- 
ments (Bol) to import only what it thinks 
Filsyn cannot supply. The millers have 
long been pressing the Bol to end the 
near-monopoly, claiming that imported 
fibre and yarn are not only cheaper but 
are also better quality. But the protec- 
tion seems inadequate still. Filsyn's exe- 
cutive vice-president, Cesar Concio, 
blamed the loss on “excessive importa- 
tion" in anticipation of "a shortage 
which did not materialise." Filsyn shut 
down its plant for about six months and 
sales revenue went down to P423 million 
from P515 million, Concio said. 

— LEO GONZAGA 


Bata slows pace 


Pre-tax earnings at shoe manufacturer 
Bata Malaysia dropped by 18% to M$9.2 
million (US$4 million) іп 1982 as heavy 
increases in rentals, sales-tax charges, 
transport costs and wage bills offset a 
small rise in turnover. Net income, how- 
ever, grew by M$717,000 to M$6.2 mil- 
lion after accounting for a reduced tax 
burden of 32% compared to 50.7% in 
1981. 

Total sales were up marginally from 
M$86.1 million to M$89.1 million, 
though export deliveries fell by 31% to 
M$5.8 million. Bata opened a new fac- 
tory — its second in Malaysia — at 
Seremban in January 1982, with a plan- 
ned capacity of 4 million pairs a year. 


RESULTS 


The existing plant 
at Klang currently 
produces some 12 
million pairs an- 
nually. 

The board re- 
commended an 
unchanged final 
dividend of 16 M 
cents before tax 
for each M$1 ordi- 
nary share, giving 
a gross payout for 
the year of 22%, 
the same as in 
1981. Improved 
market conditions 
in 1983 should 
"enhance the com- 
pany's chance to 
have a successful 
year," Bata fore- 
cast. The increasing role of the Serem- 
ban factory and the growing im- 
portance of the retail operations in East 
Malaysia — acquired from Bata Singa- 
pore in mid-1981 — will “definitely con- 
tribute to the realisation of this 
forecast," the company said. 

— JEFFREY SEGAL 


NZ Wattie’s woes 


Wattie Industries of New Zealand has 
reported an after-tax net profit of 
NZ$12.4 million (US$8.1 million) for 
the six months ended Jan. 31, a decline 
of 24.1% from the amount earned in the 
previous comparable period. After in- 
clusion of acquisitions, sales revenue 
rose 12.9% but because of a freeze on 
prices, the pre-tax margin dropped to 4.1 
NZ cents per dollar of sales (5.3 cents in 
1982). Export sales shrank by 8.5% be- 
cause of strong competition. 

The food company will pay an interim 
dividend of 5 cents (5.5 cents in 1982), 
the maximum allowed under the price- 
freeze policy. Company directors say 
they expect results in the second half will 
continue to be affected by the freeze and 
forecast a similar reduction in group 
earnings for the full year. They say the 
company is actively pursuing оррог- 
tunities in Australia and Southeast Asia. 

— A CORRESPONDENT 


Thai President rises 
The only processed-food manufacturer 
listed on the Thai stock exchange, Thai 
President Foods, posted a net profit of 
Baht 10.4 million " 
or some 200?5 more than the net profit in 
1981. The substantial profit increase re- 
flects growing popularity of various Ja- 
panese-style instant noodles and biscuits 
produced by the company. Total assets 
dropped marginally from Baht 237 mil- 
lion in 1981 to Baht 222 million in 1982 as 
a result of reduced inventories. 

— PAISAL SRICHARATCHANYA 
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ecard gains for the year. But there are signs thata correction may 


eral markets, especial 


th Wall Street now showing signs of con- 


5 y: 
g market, in particular, is thought likely to come under pressure as а re- 
sharp fall in: hey value of the local currency and pmergenoy support moves to raise 


e four weeks: may continue its present pace before cor- 


‘at the énd of the едо and re- 
Hang Seng Index closed just 
040.97 in ce eed thin vol- 


TOKYO Вау ‹ covered a wide ground as inves- 
ors shifted interest to a variety of sectors. Two of the 
nt leaders were parts and machine-tool mak- 
Hidden assets lost their charm as investors also 
itched to chemicals, foods and some metals. Pri- 
ate railways dropped slightly. Trading started slow 
but gathered steam to peak on Friday at 565 million 
shares. The Nikkei-Dow Jones Average closed the 
period on another historical high, at 8,582.53, up 
€than 100 points. 


APORE: The market continued its advance, 
though moderated by. occasional. profit-taking. 
Analysts say they are puzzled’ by the market's 
strength and expect. a correction shortly. Prices, al- 
ready some 20% above levels at the start of the year, 


notched further gains during the period. The market: 


. is. also said to be influenced by a strong Wall Street. 
At the period's end, Fraser's Industrial Index was up 
88.57 points at its closing 5,347. 56. 


KUALA LUMPUR: Share prices moved up in less 


active buying. Selectéd quality and speculative issues 
attracted investors who were mainly cautious; result- 
ing in lower volume turnover. Strong support for 
blue chips at the start of the period was followed by 
enhanced enthusiasm due to firmer rubber prices and 
proved conditions on Wail Street. But. investors 
later hesitated in anticipation of a correction. The 
Fraser's Industrial Index closed at 3,141.53 points, 
up 12.26 from the previous:period. 


NEW ‘ZEALAND: Confirmation that first-quarter 


ation was. down to 0.8% led to another surge in 
share prices and gave the market one of its best days 
13. While the present widespread en- 

may spark some shorter-term. reactions, 


n e inflation rate is also leading | 


st rates, ic favour di- 


indicator posted 
820.61 points.. 


AUSTRALIA: 


Index by a further 


the buying indicates that the market, һа 
6.9 points over the past 


‘fidence. Turnover held stead 
| emanating from selected. investors and institutions 


The strength of | 


-Tecting. The market's strength i is also expected to at- 


tract a number of rights issues by industrial groups 
which have been relying on expensive borrowings. 
Pioneer Concrete Services; which launched a A$93 


“million (US$81 million) issue, is expected to be fol- 


lowed by many more. 


MANILA: Most investors and traders withdrew to 
the sidelines presumably to create a favourable buy- 
back environment, reducing average daily sales to 
only. 74.4 million shares worth .P3.3 million 


(US$339,000). Price movements were generally for |^ 


the better among oils where the only fresh develop- 


|. ment was the government decision to exempt service. 


contractors from the 3% ad valorem duty on drilling 
rigs and other exploration equipment. Mines were 


also mostly higher where changed, in response to |. Dunopavs 


good copper news, whereas small losses. outnum- 
bered gains in the commercial-industrial section. 
Total turnover reached 372.1 million shares valued at 
P16.7 million. Тһе Manila Mining Index closed at 


ing. 


TAIPEI тһе market staged another dramatic rally 
with the average weighted price index climbing more 


„than 35 points to 666,20. Average volume. traded 


was heavy at NT$2.53 billion (US$63.2 million). 
Analysts said the market rose every day during the 
period because of strong investor confidence that the 


| economy had begun a recovery. But the question re- 
mained of whether the market would continue to. 
surge (on the last day it closed only a fraction below 


the all-time high), or would suffer à downward ad- 
justment after such buoyant activity. 


SEOUL: Encouraged by good business prospects as. 


well as by stern government measures against prop- 
erty-market speculators, the stockmarket turned bul- 
lish and. pushed the composite index higher by 5.22 
points to. close at 126.42, the highest for the year. 
Stockbrokers noted the return of investors.who pre- 
viously shunned the market. Construction shares 
rose handsomely as the government announced help 
for companies affected by the slump in the Middle 
East. Analysts expect the bullish trend to continue 
for several days. Trading volume averaged 18.4 mil- 
lion issues a day. 


BANGKOK: Trading was active as rumours that 


the banking community would meet soon to look into | 


ways of reducing interest rates boosted investor con- 
ith buying support 


| rose sharply on April 18, as vo 
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to Baht 42.2. millio 
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What every international trader needs 
IS a partner. 
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The bank that handles your trade 
finance must be smart enough and 
big enough to keep working on the 
other side of the globe when it’s 
your turn to sleep. 

Citibank meets those 
requirements. 

It has offices in 16 countries 
throughout Asia and 93 countries 
around the world and is the most 
active trade finance organization in 
the region. 

Citibank knows that you want 
your documentation handled with 
speed and efficiency. Its trained staff 
is strong enough to help you hunt 
down trade opportunities before they 
get away. In the competitive jungle of 
international trade, experience counts 
for a lot. That is why Citibank’s 
strength, speed and 80 years in Asia 
make it easier for you to do business 
anywhere in the world. 

Foreign exchange, collections, 
referrals, guarantees, letters of credit, 
banker’s acceptances — Citibank 
supplies them all, backed by the 
world’s top electronic communications 
network. 

If you want a trade finance 
partner who hunts while you rest, call 
Citibank. 






CITIBANK&> 


A trade finance friend 
in Asia for 80 years. 


2 Citibank, М.А. Member FDIC 
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You don't have to be a 
word processing expert to use 
a CPT word processor. 

As you can see, the control 
buttons are plainly marked in 
simple English 

Those buttons are on a 
keyboard that is separate from 
the console. So you can move 
the keyboard around to the 
position that suits you best 

And the console that the 
keyboard sits in front of features 
a simple black-on-white display 
screen. It looks just like a sheet 
of paper, to be easy on the eyes 

After switching from a 
typewriter many typists soon 
©1983 CPT С 


All nghts reserved 


rporation 


double their output with a CPT 
word processor 

But a CPT word processor 
can also handle tasks impossible 
on an ordinary typewriter — or 
on an ordinary word processor 

It can sort files. Rearrange 
lists. Prepare budgets. Handle 
payroll. Perform calculations 
automatically. Even tie in to your 
mainframe computer 

In the last 10 years, CPT 
has installed 
over 50,000 
systems in 60 
countries. 

Maybe | 
you should talk 
to us. You'll find 





were as easy to talk to as our 
word processors 


Š Send for our free booklet: How 
To Get Into Word Processing — 
A Step At A Time" Packed with 


useful advice and information 
Mail to: CPT Corporation, C/O 
Davidson and Partners Ltd , 
PO. Box K-1017, Kowloon, Hong Kong 
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With The Review 


When it comes to reaching Asia's frequent 
business travellers, the Far Eastern Economic 
Review offers you the most mileage. 


At present most of the world's leading airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary advertising 
médium. Why? The answer is simply because 
the Review reaches the highest audience con- 
centration of heavy frequent independent busi- 
ness travellers of any regional publication in Asia 
today. And does it more cost-efficiently. 


If you'd like to know more about our frequent 
business travellers, write on company letterhead 
and we'll be glad to send you a copy of the latest 
1982/83 6 City Media Phase from the INTRA- 
MAR STUDY independently conducted by In- 
ternational Travel Research Institute. The facts 
speak for themselves. You'll see how well-travel- 
led we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 
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For advertisers who 
take Asia seriously 





suburban church here was trans- 

formed into a most unusual fair re- 
cently. Ethiopians dished out their 
spongy bread; Lao cooked minced beef; 
Haitians served up cinnamon-flavoured 
avocado. That same night, various 
nationalities danced to a Cambodian 
disco group with a singer from Hanoi. 

What the groups shared in common 
was their status as refugees in the United 
States. Most uncommon, though, was 
their communal togetherness for a day. 
For no matter what the individual 
achievements of recent refugees, rela- 
tions among themselves — and with 
most working-class Americans — are 
anything but harmonious. 

More than 100 refugee special-interest 
groups are based in Washington, but re- 
sponsibilities are for their ethnic or na- 
tional groups exclusively. Vietnamese 
taxi drivers are considered "scabs" by 
their black counterparts in Washington. 
Chicanos (Mexican- 
Americans) in California 
fight with Lao grape-har- 
vesters. And in a highly 
publicised recent case, a 
Cambodian group in 
Brooklyn was mugged 
virtually daily and had to 
be "repatriated" to a 
safer town in Pennsyl- 
vania. 

“The problems,” 
explained Rick Swartz, 
president of the National 
Immigration, Refugee 
and Citizenship Forum, 
“are growing as fast as the 
refugee influx. Who's 
helping to solve the pro- 
blems? Not the politi- 
cians. The refugee groups 
themselves defend their 
own turf. And while we have no end of 
think tanks, there wasn't a single action 
tank for all the refugees until 1981. 
That's when we came in." 

Funded with US$300,000 from the 
Ford Foundation, with a US$300 annual 
fee from the group members, the 
forum's avowed aims are to coordinate 
working relationships and information 
networks over the entire range of issues 
involving immigration, political and so- 
cial matters. 

"We do arbitrate when asked to," 
Swartz said, “like in Merced, California, 
when we brought the Mons and the 
Chicanos together and warned that if 
they didn't work together violence could 
erupt. And tiny groups like the Somali 
refugees can be brought into contact 
with immigration officials here. In that 
way, we try to simplify the Washington 
power maze. 

"But that's only part of it. We're 
motivating these individual groups by 
bringing them together with other 
groups that have the same problems. 


LETTER FROM WASHINGTON 





And we also bring them together with 
labour, management or agricultural in- 
terests to sort out the inevitable ques- 
tions," Swartz explained. 

The forum membership list is, to say 
the least, all-embracing. The National 
Association for the Advancement of 
Coloured People, Ethiopian Committee 
on Immigration, Seventh Day Adven- 
tists, Haitian Refugee Centre, Jewish 
Committee on Pluralism and Cultural 
Identity and Zero Population Growth 
are among the 100-odd institutions tak- 
ing part. Aside from ad hoc arbitration 
and clearing-house duties, the forum 
holds public workshops, sponsors con- 
gressional briefings, organises regional 
conferences, publishes a newsletter and 
coordinates policy task forces. 

The most important project of the 
forum to date is a study of refugee pro- 
tection around the world, to be finished 
in June. The word refugee itself, though, 





Indochinese refugees' English lesson: getting together. 


is one of the major problems. Berta 
Romero, the project coordinator, said: 
"In most countries, relatively few re- 
fugees are called that. They may be 
labelled illegal immigrants or economic 
adventurers or just criminals. But if they 
aren't refugees, the usual refugee pro- 
tection doesn't apply. Those are the sort 
of cases we're tackling. In fact, no 
group at all focuses on refugee/immig- 
rant protection problems the way Am- 
nesty International [the British-based 
civil rights organisation] does on politi- 
cal problems." 


he forum's own economic limitations 

preclude first-hand studies (though 
Romero herself is an old hand in the 
Cambodian refugee camps of Thailand). 
Instead, the forum has limited itself to 
three case studies over three continents: 
Ethiopian refugees in Djibouti; Cambo- 
dians in Thailand; and Salvadoreans tak- 
ing asylum. (The exact status of the lat- 
ter is not determined yet.) The forum is 
working with other aid groups to put to- 


















gether a paper which will serve as an “ac- 
tion tank" for future work, both interna- 
tionally and in the US. 

Already, the questions which need to 
be answered are leading to some surpris- 
ingly uniform points of common in- 
terest. The entire task force from the 
forum agrees that facts on refugee pro- 
tection have never been disseminated 
properly to the local authorities. 

For instance, Lionel Rosenblatt, a 
Una Chapman Cox fellow, has em- 
phasised that information flow must be 
quick, early, systematic, with interaction 
on an individual level as well as commit- 
tee level. When Le Xuan Khoa of the In- 
dochina Refugee Action Centre 
suggested that the issue of piracy in the 
Gulf of Thailand was a part of the re- 
fugee protection  pro- 
blem, Rosenblatt im- 
mediately saw the Ameri- 
can political connection. 
He felt that the congres- 
sional hearings on mili- 
tary aid to Thailand could 
have had a different di- 
mension if the piracy 
issue had been brought 
up: the connection, he 
felt, was obvious. 

On a task-force basis, 
the forum is collecting, 
analysing, interacting and 
coordinating the facts 
with public education 
strategy, hoping that this 
could have an effect on 
American policy. 

“We want a practical 
working document,” said 
Romero. “We're getting the input from 
the special interest groups which has so 
far been limited because of the countries 
or groups involved. But by systematising 
all the problems together, we can see 
possible ways of solving them interna- 
tionally and domestically.” 

Swartz, the high-powered political 
strategist who was behind the admission 
of Haitian refugees to the US, has no 
doubt where the real problems lie. 
“Legislation from Washington on im- 
migration is vital, of course. But the real 
power lies out in the country, where the 
refugees settle — and in the countries 
where they feel helpless at the moment. 

“The task force can see the common- 
ality between different abuses. But so 
far, nobody listens to the refugees them- 
selves. The official policy groups don't 
yet know how to deal with them as 
people. We're limited in our aims and 
our funds. But the forum, we feel, is the 
first innovative umbrella action-tank for 
refugees. Now all we need is time." 

— HARRY ROLNICK 
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The burning issue 
May I clarify and cor- 
rect your report 
[REVIEW, Apr. 14] on 
the award of a con- 
tract for the Sabah 
gas grid. The report 
created the impres- 
SABAH sion that the aw a of 
COMING DOWN 


THE MOUNTAIN the tender was some- 
what less than fair and 


that personal likes 
and dislikes had played a part. This insinu- 
ation is likely to undermine the confidence 
of consultants and contractors in future 
tender exercises proposed by the Malay- 
sian Government 

In the first place I would like to point 
out that it is a well-known policy of the 
Malaysian Government to ensure maxi- 
mum Malaysian participation in the mas- 
sive construction projects proposed by the 
government. Hence, everything else 
being equal, the chances are that Malay- 
sian contractors will win the tender. 
Should, however, Malaysian contractors 
be found unable to compete, their 
partnership or participation will be taken 
into account. Finally, an understanding to 
work closely with Malaysians in w hatever 
role would obviously favour the award of 
the contract — always allowing, of course, 
for the need to ensure that the work is 
done with maximum efficiency and rea- 
sonable cost. 

In the more complex projects it is quite 
obvious that only very few Malaysian con- 
tractors are qualified to tender. It is not 
unusual even for international contractors 
to team up where varied expertise is re- 
quired. Malaysian companies doing the 
same is no indication that they are unqual- 
ified. In fact the companies which were ac- 
cepted by the winner of the Sabah gas-grid 
tender are far from being novices in the 
business. 

The award of the tender for the gas-grid 
project was made in accordance with the 
usual tender procedures. The officials of 
the Sabah state government, Sabah 
Energy Corp. tender committee, and the 
Malaysian Ministry of Finance tender 
committee carried out their duty in accor- 
dance with the usual practice and policies. 
Naturally only one tenderer can win a con- 
tract. Invariably various interested parties 
and the contractors who do not win the 
tender will be disappointed. Awards, ir- 
respective of who is successful, are often 
followed by accusations, particularly by 
interested parties associated with unsuc- 
cessful principals. 

It is the practice that the prime minister 
is kept informed of big tender exercises. 
This is because all the backers are fond of 
writing to him whenever they feel that 
their principals are being unfairly assess- 
ed. As the prime minister knows practi- 
cally every member of the Malaysian busi- 
ness community well, any award can ap- 





pear to be in favour of one or another of | 
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In an extraordinary city, 
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best hotels in the world 
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would be strange i 
ment company) a 
Malaysian compa 
leum engineering. 
the successful ten 
partners. 

; I have dwelt 
award exercise i 

» Explain the. 


Promet, the eds 
| involved in petro- 
not selected by 

t; Marubeni, as its 


in Malaysian projects. I hope that contrac- 
tors, whether local or foreign, fully under- 
stand the policies of the Malaysian Gov- 


ernment and the fairness with which. all j- hi 


tenders are evaluated. 


Tan Sri THONG YAW HONG 


Secretary-general 
,to the Treasury and chairman 


Kuala Lumpur Sabah pr. = 


Your cover story on Sabah, ао ik 
luminating, failed to examine one impor- 
tant current issue — that of Sabah's chang- 
ing position in Malaysia. While I do not 
advocate that Sabah (or Sarawak) should 


withdraw from Malaysia, increasing num- | 


Бегѕ of East Malaysians are beginning to 
view the federal structure critically. © 
“The reasons are many. The recession is 
reminding Sabahans what economic 
hardship is like. More importantly, it is 
only recently, 20 years after Sabah's entry 
into. Malaysia, that the adverse. effects of 
becoming a Malaysian state are being felt: 
in education (more West Malaysian 
teachers, but a drop in standards); in the 
economy (more federal control over 
Sabah's resources, but the economic foun- 
n remains. weak); in socio-political 
(West Malaysian civil servants tak- 
er Sabah's senior. posts), and so on. 
The divide-and-rule tactics of Kuala Lum- 
pur with regard to the rivalry between the 
United Sabah National Organisation and 
the Berjaya Party is also becoming appa- 
rent, as are racial-religious prejudices. 
AS for Chief Minister Datuk Harris 
Salleh's statement that “I think everybody 
is happy and I have not heard anybody 
ing. that . independence through 
laysia is not a good thing for Sabah,” 
must. have been trying to please his 
bosses in Kuala Lumpur or he is com- 
out of.touch with his people. 


"SABAHAN' | 





watchers some serious food for thought. 
Moreover, the coverage should sound 


warning bells with the country’s leaders: 


and other political elements, prompting 
them to search for a solution. 

It is no wonder that the Shan State 
Army and the Kachin Independence 
Army are cooperating with the Burma 
Communist Party (BCP) — they must to 
survive. But it is a duty of the BCP to win 
cooperation of all the country's resistance 


-~ forces. This would be in the common in- 


terest, at least for the time being. 

We who believe in democracy should 
try every avenue open to us to foster and 
encourage the democratisation of Burma. 
Í believe this to be our moral duty. Ap- 
proaches should be made to all the coun- 
try's resistance groups; a true dialogue 
should be established. The Karen Na- 


“tional Union (KNU), the driving force 
| within the National Democratic Front, | 
| has.not impressed some observers. I be 

lieve, however, that the KNU would be 
the right choice to champion the people's. 


cause in the political arena. 


The present Chinese leadership would | 


a useful ally. The BCP, like are 


Peking backed + a BCP attempt to , talk 
peace with Burma's leadership. The talks 


en president Ne Win. x 


believe, we Id like to see a peace 


ful and. prosperous Burma. 
be peace the. basic - 


‘But before ther 
rights of nationalities have to be met. The 
present crisis can only be halted once a 


formula for living togetherin harmony has © 


nd this can only be achieved 
uine féderal republic == 
on democracy, integrity and justice. > 


-been set up. These are the ends towards- 


which we should be directing all our ener- 
gies. 
SOE MIN 


Coordinator 


Bonn Political Exiles of Burma 


A plea to the West 
The Vietnamese army occupying Cam- 


bodia has once again terrorised helpless 
refugees in Thailand. and is indiscrimi- 


nately killing Thais and Cambodians. The 


current intrusion is а desperate attempt to 


kill off the Democratic Kampuchea coali- 


tion which is gaining тоге and more 
ground domestically as well as interna- 
tionally. . 


As the Vietnamese are a willing tool of | 


the Soviet Union, this means Moscow is 


reaching out and threatening the coali-° 


tion, as well as Thailand, which is on its 


way to genuine democracy. If the Western. 

world fails to react, the Soviet-Vietnam- |: 

ese alliance will be tempted | to try to de- | 
se, окш and take yet another 3 
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How is the international banking system doing 
after all the scare stories about its imminent col- 
lapse? In the most far-reaching Focus yet 
undertaken Banking '83 notes that, first of all, 
there must be some structured approach by 
banks to write down some of the less developed 
countries' debts before the system is out of 
danger from defaulters. Focus also looks at 
Arab money and its flows into East Asia and the 
relatively new and expanding system of Islamic 


bankin 


in countries such as Pakistan and 


Malaysia. There is a study of the gold position; a 
long look at developments in the Japanese industry and the principle 
of an offshore market there, plus reports from correspondents in 18 


regional capitals. Pages 45-124 


Pages 12-14 

Pon ag gets the jitters again 
as China restates its 1997 case, 
and the result is a serious fall in 
the local dollar. Meanwhile, there 
is speculation over a possible 
backdoor into Britain for Hong- 
kong Chinese civil servants. 


Pages 21-27 

The roots of the problem of 
Malaysia's Chinese go deep into 
their history and political organi- 
sation. But Malays complain that 
the real problem is that the 
Chinese roots in the country are 
not deep enough. 


28 
A war of words breaks out be- 
tween Britain and Brunei over the 
defence of the protectorate when 
it becomes independent. 
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Japanese Prime 
Minister Yasuhiro 
Nakasone рге- 
pares for some 
unfinished busi- 
ness with Asean, 
and the шыра 
leaders hope his 
visit will produce 
action. 


Page 42 

The artillery battle on the Sino- 
Vietnamese border falls far short 
of a ‘second lesson’ for Hanoi. 


Page 44 
Philippine Prime Minister Cesar 
Virata, leader of the technocrat 


group in the cabinet, comes 
under fire from older-style politi- 
cians. 
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A ‘money-cutting’ panic in Indo- 
nesia highlights nervousness 
over the rupiah after its devalua- 
tion. 


Page 127 

Despite acquittals of several 
bankers accused of irregularities, 
Bangladesh's bank officials are 
still apprehensive. 


Page 128 

China is anxious 
to secure iron-ore 
supplies from 
Australia — large- 
ly for its Baoshan 
steel plant, the fu- 
ture of which is 
now more stable. 


Page 142 

Macau pushes on with its deve- 
lopment plans unmindful of a 
possible Chinese takeover. 
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A massive merger of two South 
Korean securities houses is 
pron by a financial scandal 
n one of them. 
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After years of depression, Thai- 
land's stockmarket takes off — 
and the boom is on in New Zea- 
land, too. 
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эү п тти: serving the legislative penta Ane РПїїрр accelerating plant expansions 
as Prem resi _| of the appointed Senate and al- in Bontang and Arun as well as 
П | lowing serving military officers. Philippine Trade and as a speedy repair of the damaged 
and civil servants to hold | Minister Roberto Ongpin re- | unit. But even if this is possible 
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new coalition govern- | the amendments, the real vil- | could be the unusually tough 
made his surprise an- | lain of the piece has been the | terms. The Philippines wants Manila looks overseas - 
uncement on the opening | Chart Thai Party. After joining | 100% project financing by the | to finance dam | 
ay of parliament, April 26. He | SAP and the Democrats to de- | Soviets, with a maturity of up | The Philippine Government is 
‘now opened up the possi- | feat the constitutional changes | to 25 years, including a five- seeking to finance the- US$1. 
of Thailand having its | in mid-March (REVIEW, Mar. | year grace, at no more than 5- billion San Roque: dam. project 
Hh i |. 3D, dt changed its colours 6% annual interest. It also | with а. mix of ‘concessional 
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rem as “the only person who | Pramarn Adireksarn, Nem аб buying without counter-trade. : bids:on- April 29, were under 
help it survive.” That may | year-old industrialist : > —LEO GONZAGA | pressure to offer full financing, 
been an overstatement, | being tipped to take over the. ee олы though it seems unlikely they 
reflected fears that.con-- premiership, brushed off criti- | Japan. 5 can oblige. The project, pro- 
confusion might invite | cism of the chameleon act with | posed for Pangasinan province 
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edictably, much of the un- | аге no permanent friends or, has denied : press reports | tricity, and irrigation schemes. 
riainty grew from seeds al- foes in politics." suggesting that Japan will pro- —SHEILAH OCAMPO-KALFORS 
y planted by the army, : — JOHN MeBETH vide China with yen credits |. 
"E i "| amounting to about US$2 bil- IC chosen to manage 
lion under a new agreement be” Sumatra olefin plant | 
tween the two countries. The | PT. Subentra Multipetrokimia 
present five-year agreement, | Indonesia has chosen Imperial 
expiring this year, provides for | Chemical Industries (ICI) of 
roughly US$1.5 billion. Both | Britain to manage a US$600- 
sides: want to conclude discus- | million petrochemical- olefin 
sions on a new deal as soon аз | plant in northern Sumatra. 
possible. But the Japanese | This olefin plant, which will 
have said no specific figure has | convert ethylene into chlorine, 
been reached yet, and the | vinyl chloride monomer and 
amount will depend on the | polyvinyl chloride, will be part 
kind of projects agreed, » | Of-a larger US$1. 6 billion. pet- 
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An expensive accident US$1 billion ethylene plant to 
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The recent explosion that ex- | Indonesia's state oil company, 
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Three people died and several | ethylene. raw-material supply 
were injured in the blast. The | until the © Pertamina-Exxon- 
estimated loss.is based on the | TSK facility begins: operating. 
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dur Dotai, was an officer of 
‘Bonn’s._ internal intelligence 
“service. The service confirmed 
this, but insisted that he was on 
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The brother-in-law of Philippine 
President Ferdinand Marcos, 
Benjamin Romualdez, is being 
groomed as a possible successor to 
Foreign Minister Carlos Romulo, 
according to diplomatic sources in 
Manila. Romualdez is currently 
ambassador to the United States and 
has acted as ambassador on various 
special missions in the past. His 
other previous assignments include 
chief of mission in China and Saudi 
Arabia. He is said to be much 
favoured by Marcos’ wife, Imelda, 
and the success of the president's 
trip to Washington last year was 
attributed to Romualdez’ 
groundwork. Romulo is scheduled 
to retire next year. 


IN BARTERING MOOD 

China hopes to step up trade and 
cultural links with all the Warsaw 
Pact countries in the near future. 
Two senior Chinese diplomats will 
be visiting Prague, East Berlin, 
Warsaw, Budapest and Sofia next 
month at about the same time as 
General Secretary Hu Yaobang 
visits Yugoslavia and Romania. 


Peking would like to offload some 
of its surplus textile production on 
East European countries, bartering 
it for 1960s-generation industrial 


equipment. e Chinese could also 
offer other consumer goods. 


CHINA 

Chinese frontier guards killed 16 Vietnam- 
ese soldiers in two separate clashes in Yunnan 
province, Xinhua said (Apr. 21). The leader 
of the Communist Party of India-Marxist, E. 
M. S. Namboodiripad, held talks with Gen- 
eral Secretary Hu Yaobang, Xinhua said 
(Apr. 24). Huang Zhizhen was elected gover- 
nor of Hubei province (Apr. 25). 


HONGKONG 
A French container ship arrived with 107 
Vietnamese refugees on board (Apr. 24). 


INDIA 

Mother Teresa of Calcutta visited relief 
camps in Assam (Apr. 21). China protested 
to India over the visit of the Dalai Lama to 
the disputed Arunachal Pradesh state, it was 
reported (Apr. 24). A Sikh gunman shot 
dead a senior police official in Amritsar (Apr. 


INDONESIA 

A former Muslim rebel, Adah Zaelani, was 
jailed for 20 years for trying to revive a failed 
effort to form a secessionist Islamic state 
(Apr..20). At least six people died in an out- 
break of cholera in several villages in Bekasi, 
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PAKISTAN BACKS OUT 

When Prince Norodom Sihanouk, 
president of the Democratic 
Kampuchea coalition, visits the 
coalition-controlled area of 
Cambodia to receive the 
accreditation of some ambassadors, 
at least one will be missing. Pakistan 
has dropped out, claiming that the 
Pakistani ambassador in Peking 
presented his credentials in Phnom 
Penh before the 1978-79 invasion of 
Cambodia by Vietnam, and arguing 
that there is no need to do it again. 
Well-informed sources say that since 
Pakistani President Zia-ul Haq's 
meeting with the Soviet party 
leader Yuri Andropov last 
November on the Afghan question, 
Pakistan has decided not to make 
moves that could be seen as being 
against Moscow or its ally Vietnam. 


near Jakarta, a local health official said (Apr. 
21). 


JAPAN 

The managing editor of the Sankei Shim- 
bun, Takuji Yamane, resigned after being 
named by a former KGB agent as one of his 
collaborators in a Tokyo spy ring (Apr. 22). 
Pilots and cabin workers of Japan Air Lines 
went on strike after rejecting a wage offer 
(Apr. 26). 


MALAYSIA 

More than 3,000 people in Kota Kinabalu 
staged an anti-Soviet demonstration over a 
reported Kremlin warning of a Vietnamese 
threat to arm insurgents in Southeast Asian 
countries (Apr. 23). 


NEW ZEALAND 

New Zealand and Australia condemned 
France's latest underground nuclear test in 
the South Pacific (Apr. 21). 


PHILIPPINES 

Australian Foreign Minister Bill Hayden 
held talks with his Philippine counterpart, 
Carlos Romulo, in Manila (Apr. 25). Ameri- 


can and Philippine armed forces launched a ' 


The Hongkong branch of London 
merchant bank Kleinwort, Benson . 
had a narrow escape recently when  . 
an employee in the settlement office . 
stole stock certificates from a safe. 
The deception is believed to have 
been discovered when an alert 
broker smelled a rat as the thief tried 
to sell the shares. Kleinwort said 
rumours that the sum involved was 
some HK$6 million (US$ 877,000) 
were *way over the top." The bank 
added that it had got "practically" 

all of its money back. ће former 
employee is now in Taipei. 
Kleinwort has issued a court order 
freezing his bank accounts. 


TOEING THE LINE 

Japanese Prime Minister Yasuhiro 
Nakasone, setting out on his Asean 
tour, has urged Southeast Asian 
nations to back his controversial 
plan to defend sea lines of 
communication in a 1,000-mile 
radius from Tokyo. Nakasone 
reportedly feels that public Asean 
support, even if qualified, will help 
his election prospects in June. It is 
understood that Asean leaders, 
though refusing to back the plan in 
writing, have agreed to oblige 
Nakasone by stating their 
understanding of Tokyo’s need to 
increase its defence burden in 
Northeast Asia. 


joint military exercise described as the biggest 
of its kind (Apr. 26). 


SOUTH KOREA 

More than 500 plainclothes riot police 
broke up an anti-government demonstration 
in Yonsei University, witnesses said (Apr. 
21). 


TAIWAN 

Twelve people were injured when a bomb 
exploded outside the offices of the Kuomin- 
tang newspaper Central Daily News in 
Taipei, it was reported (Apr. 26). 


THAILAND 

Prime Minister Prem Tinsulanond ap- 
pointed 44 members of the armed forces to 
the 243-seat Senate. United States Embassy 
officials in Bangkok confirmed ambassado- 
rial-level contacts had been held in Bangkok 
for several years between the US and Viet- 
nam (Apr. 21). The Thai army admitted for 
the first time that Prem was the target of an as- 
sassination attempt last year (Apr. 22). The 
first regular session of the new parliament 
opened (Apr. 25). Prem resigned as prime 
minister. Australian Foreign Minister Bill 
Hayden arrived (Apr. 26). 
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By Mary Lee 





Hongkong is suffer- 
«€4 ing a new bout of jit- 

ОУ ters about its politi- 
9 cal future. The 


^ cause is new Chin- 
$^ Sy ese statements and 
moves to underline 


¢ 


that the return of sovereignty to Peking 





. will not be simply symbolic, but will ef- 


fectively exclude official British participa- 
tion in the territory's administration after 
1997. 

The result of the unease has been a 
further drop in the value of the Hongkong 
dollar, which fell back to HK$6.83 against 
the US unit and to a new low of 76.5 on its 
trade-weighted index. At the same time 
the stockmarket has showed renewed 
weakness despite bullish performances in 
New York, Tokyo and Singapore. 

The immutability of China's plan to re- 
cover Hongkong in 1997 — when Britain's 
lease on 89% of the territory expires — 


.. and turn it into a special administrative re- 
 gion (SAR) with a high degree of au- 


tonomy may be confirmed in June when 


the Sixth National Peoples’ Congress 


(NPC) meets in Peking. A final draft for 
the Hongkong SAR, similar to a nine- 
point proposal to Taiwan made in Sep- 
tember 1981 by now-retired NPC chair- 
man Ye Jianying, has to be drawn up and 
must be passed by the Chinese Com- 
munist Party Politburo before it is pre- 
sented to the NPC. 

The NPC endorsement will 
China's plans for the future of Hongkong 
much further than Article 31 of the state 
constitution, which was passed last De- 
cember and which is generally regarded by 


_ local Chinese as an inadequate assurance 


of Peking's intention to maintain stability 
and prosperity. Article 31 merely says 
"the state may, where necessary, establish 
SARs. The rules and regulations in force 
in SARs shall be stipulated by law accord- 
ing to specific conditions." 

China is also re-emphasising the impor- 
tance of the Hongkong sovereignty issue. 
A Beijing Review article quoted by the of- 
ficial Xinhua newsagency on April 19 


_ listed modernisation, the return of Taiwan 
and the recovery of sovereignty over 


Hongkong as "three major tasks, the ful- 
filment of which will make it possible for 
China to step into the 21st century as a 
modernised and fully unified socialist na- 
'tion." Although there was nothing new in 
China's position on sovereignty, many in 
Hongkong saw insistence on equating the 
Hongkong issue with Taiwan and modern- 
isation as an escalation of its impor- 
tance. 
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The article also mentioned the recovery 
of sovereignty over Macau “within a suita- 
ble period of time.” This was regarded as 
significant because sovereignty has not 
been at issue in the same sense as in Hong- 
kong, because Portugal does not claim 
sovereignty. Hu's November statement 
had not mentioned Macau. The author of 
the article also said recovery of 
sovereignty of the territories was more im- 
portant than prosperity. “No nation can 
sacrifice sovereignty for prosperity.” This 
cast a new light on the Sino-British talks 
the goal of which is said to be the main- 
tenance of “stability and prosperity” for 
Hongkong. 

There have been several recent indica- 
tions of China’s intention to draw up a 
Hongkong SAR formula, the objective of 
which is to empower the territory to make 
its own local laws. In January, Liao 
Chengzhi, vice-chairman of the NPC and 
head of the Hongkong-Macau office, told 
a visiting group of Hongkong New Ter- 
ritories village leaders that “China is 
working on a draft formula which has yet 
to be presented to Britain . . . The format 
of Hongkong people administering Hong- 
kong [gangren zhigang] can only be im- 
plemented after it is presented and re- 
corded by the NPC. This is the only re- 

uirement.” The REVIEW understands 
this draft format was drawn up in Feb- 
ruary and March. 


Hongkong and 
pe ° 
reunification 
In an interview 
with China's offi- 
cial Xinhua news- 
S agency on Sep- 

<“ tember 30, 1981, 
Sd BW the then constitu- 
tional head of 
‘state, Ye Jianying, proposed nine points 
for the reunification of Taiwan with 
China. Several of those points have rele- 
vance to the Hongkong debate. Ye said: 
» After the country is reunified, Taiwan 
can enjoy a high degree of autonomy as a 
special administrative region and it can 
retain its armed forces. The central gov- 
ernment will not interfere with local af- 
fairs on Taiwan. 
» Taiwan's current socio-economic sys- 
tem will remain unchanged, as will its 
way of life and its economic and cultural 
relations with foreign countries. There 


Sz 












А turn of the screw 


The REVIEW has confirmed that it was 
Britain’s discovery of the existence of the 
Hongkong SAR format which precipi- 
tated a hastily arranged week-long trip to 
London by British Ambassador to Peking 
Sir Percy Cradock and Hongkong Gover- 
nor Sir Edward Youde on March 5. Local 
sources say Britain is anticipating a June 
promulgation at the NPC and the London 
conference was to formulate a British re- 
sponse. 


hat effect China’s move will have on 
the Sino-British talks to resolve the 
1997 question — which have been dead- 
locked for some months оп the 
sovereignty issue — is uncertain, but a uni- 
lateral announcement by Peking is virtu- 
ally certain to have disastrous repercus- 
sions on the weak Hongkong dollar and 
jittery local investors. Any conciliatory 
statements issued afterwards, either 
jointly or by either side, can at best paper 
over fundamental cracks in confidence. 
Essentially, the talks are getting 
nowhere because Britain wants to leave 
the sovereignty issue aside for the moment 
and talk about the future administrative 
arrangements for Hongkong. China wants 
sovereignty to be acknowledged now and 
the talks to concentrate on achieving a 
smooth transition to Chinese rule by 1997. 
Peking is unable to state categorically 
that it will not recover Hongkong until 


will be no encroachment on the propriet- 
ary rights and lawful right of inheritance 
over private property, houses, land and 
enterprises, and no interference on for- 
eign investments. 

» People in authority and representa- 
tives of various circles in Taiwan may 
take up posts of leadership in national 
political bodies and participate in run- 
ning the state. 

» For people of all nationalities and 
public figures of various circles in 
Taiwan who wish to settle on the main- 
land, it is guaranteed that proper ar- 
rangements will be made, that there will 
be no discrimination against them and 
that they will have the freedom of entry 
and exit. 

» Thereunification of the motherland is 
the responsibility of all Chinese. We sin- 
cerely welcome people of ай 
nationalities, public figures of all circles 
and all mass organisations in Taiwan to 
make proposals and suggestions regard- 
ing affairs of state through various chan- 
nels and in various ways. 








June 30, 1997 — not for fear that such a 
declaration would imply its acceptance of 
the legality of what it calls the unequal 
treaties under which Britain gained con- 
trol over Hongkong, but in case the 
British refuse to cooperate in the mainte- 
nance of stability and prosperity, thereby 
igniting social unrest. China's refusal to be 
bound by anything apart from its stated 
hopes of a peaceful transition signifies Pe- 
King’s awareness of Hongkong’s fragility 
— an awareness which could also delay 
announcement of the SAR format until 
some agreement has been reached at the 
1997 talks. 

But there can be little doubt remaining 
of Peking’s attitude. A delegation of local 
academics, which visited Peking in early 
April and met with Liao and his deputies, 
returned with further confirmation of 
China’s hardening line on recovering 
Hongkong in 1997. One member of the 
group told the REVIEW: “We were told 
that recovering Hongkong in 1997 is na- 
tional policy” — the first time that a date 
has been added to the declared national 
objective of reunification. 

“They were very firm that the governor 
must go in 1997 and the Union Jack must 
come down,” the member said. 

Chinese pressure on the local popula- 
tion to accept self-administration is also 
growing. The local pro-Peking daily, Ta 
Kung Pao, in a report on the group’s visit, 
said: “Peking regards Hongkong compat- 
riots as ‘our own people’ and solicits their 
opinions on how to maintain Hongkong’s 
prosperity and stability as well as how to 
implement its self-administration,” What 
the paper did not say was that this state- 
ment, made by Liao, had been given as a 
reply to a question concerning the role of 
Youde in representing Hongkong’s 
people. 

Liao said that the governor could only 
represent British interests, a member of 
the group told the REVIEW. While it 
would have been undiplomatic of a pro- 
Peking newspaper to publish this, the in- 
formation was nevertheless carried by an 
independent Hongkong Chinese daily, 
the Economic Journal. 

The Chinese leadership's willingness to 
listen to Hongkong opinions on 1997 takes 
the form of arranging visits to Peking by 
local groups. The next delegation — a 
group of local businessmen and profes- 
sionals including three Hongkong legisla- 
tive councillors — is due to visit Peking in 
mid-May. The Hongkong branch of 
Xinhua — which serves as Peking's unoffi- 
cial diplomatic office in Hongkong — also 
solicits views from interest groups. 

However, soundings of local opinions 
have so far done nothing to soften China's 
stand. Some large entrepreneurs have put 
it bluntly that without a British presence 
to underpin existing policies and free- 
doms, they would not have the confidence 
to reinvest. Their children were already 
emigrating. Professional and middle-class 
people pretend to like the idea of self-ad- 
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ministration, but doubt whether in prac- 
tice it would guarantee the continuance of 
the rule of law and the social and 
economic freedoms to which they have be- 
come accustomed. 

But whatever local views may be, the 
firmest indication so far that there is no 
room for London to manoeuvre for a con- 
tinuation of British administration after 
1997 comes from the repetition of the line 
that the central government would find it 
impossible to account for such a “solu- 
tion" to the Chinese nation. 


he reiteration of this attitude — which 

first emerged in January in the local 
pro-Peking press and was most recently 
stated by the governor of Fujian province 
— puts beyond doubt the unviable option 
of a “lease-back” ог management-contract 
formula. It also confirms that national dig- 
nity is far more important than loss of 
foreign-exchange earnings through Hong- 
kong, which Liao has estimated at US$6 
billion — a third of China's total. As one 
observer put it: “The leadership can always 
justify the loss of foreign exchange as the 
price for national dignity, but not vice 
versa.” 

But what has national dignity, many 
ask, to do with ending British rule in 1997, 
particularly as China does not recognise 
the so-called unequal treaties? One view 
puts it thus: Peking will say that while it 
does not recognise the treaties and, by ex- 
tension, the New Territories lease expiry, 
it recognises the need for a peaceful transi- 
tion from British to Chinese rule. That 
transition, in Peking's view, should be 
completed 14 years from now. 

For China, national dignity has a link 
with the bigger problem of achieving 
reunification with Taiwan. Peking must 
now show Taiwan that it is determined to 
maintain Hongkong's stability and pros- 
perity as an SAR without the British pre- 
sence. Such an interpretation removes the 
Taiwan card as a British trump; many 
analysts had previously argued that China's 
desire to maintain stability and prosperity 
meant maintaining the status quo, with 
British administration somehow being al- 








lowed to continue past the 1997 deadline. 

Meanwhile, Peking's campaign to exert 
pressure on local Chinese to accept the 
self-administration plan is expected to be 
taken astep further. A record number, 24, 
of Hongkong and Macau Chinese were re- 
cently appointed to the Guangdong pro- 
vincial branch of the Chinese People's Po- 
litical Consultative Conference, a united- 
front organisation. Another 45 were ap- 
pointed to the Guangdong Provincial 
People's Congress, and 16 Hongkong resi- 
dents were made deputies to the NPC. 

The significance of this unpreceden- 
tedly large Hongkong presence in China's 
constitutional bodies transcends the fact 
that the vast majority of the appointees 
are not public figures. Their appointments 
merely show that China wants to enlarge 
its influence on sectors of the local popula- 
tion — trade unions, schools, intellectuals 
and small businessmen — that are seldom 
in the headlines but nevertheless form the 
base of the territory's society. 

Local united-front support for China's 
stand on Hongkong was expected to be ex- 
pressed on May 1 at celebrations or- 
ganised by pro-Peking bodies to mark 
Labour Day. Heads of various worker and 
trade organisations under the umbrella of 
the leftwing Federation of Trade Unions 
were expected to endorse Peking's re- 
covery of sovereignty and the mainte- 
nance of stability and prosperity under 
self-administration. 

Where does all this leave the British? 
London's goal is to remove the 1997 bar- 
rier to existing perceptions of stability and 
prosperity, and keep Hongkong a bor- 
rowed place (under British administra- 
tion) but no longer living on borrowed 
time. Once the 1997 hurdle is cleared, and 
Hongkong is officially classified as 
Chinese territory under foreign adminis- 
tration, local administrative reforms are 
bound to follow. What the Chinese refuse 
to understand is that a future British ad- 
ministration may be no more than a 
British governor, or that under such an ar- 
rangement, Peking's wish for full self-ad- 
ministration would then be realised as a 
matter of course and with the support of 
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"can proceed only after Britain concedes 
sovereignty — should only be on arrange- 
ments for the transitional period up to 
1997. я 

There are also indications that Chinese 
unwillingness to consider any formula for 
a continuation of British administration 
after 1997 has reached the point where it 

would be useless for London or anyone 
else to try to impress on Peking that post- 

1997 British administration has little to do 

with colonialism or economic benefits for 

Britain. Peking has apparently conceded 

that Britain gets little out of Hongkong 

economically. 

The Hongkong Government has been 
sending out its officials to stress the de 
facto autonomy which the territory al- 


3 . ready enjoys under London's rules. The 


attorney-general himself dealt with the 
_ importance of a stable and reliable legal 
system and an independent judiciary as 
cornerstones of confidence in Hongkong's 
official yearbook. 
The British thus appear to be doing lit- 
tle more than taking rearguard action, 





while at the same time trying to get the 
Chinese to put aside the sovereignty issue 
so that the talks can get down to working 
arrangements for Hongkong. 

Youde's straightforward plea to the 
local population “to be a little patient, the 
discussions are complicated and the issues 
are important, so it will take a little time" 
is virtually drowned by the barrage from 
Peking. Whether a louder and stouter 
stand by Youde and his colleagues in 
Whitehall will follow in June is uncertain. 
Under British Prime Minister Margaret 
Thatcher's rules, confidentiality is all- 
encompassing. 

Meanwhile, the questions concerning 
the integrity of the proposed self-adminis- 
tration — who will appoint the adminis- 
trators and Hongkong's relationship with 
Peking — as well as the problems of free- 
dom of movement of capital, currency and 
compatriots remain outstanding and are 
unlikely to be answered by the promulga- 
tion of the SAR details. However, Peking 
is already talking of local input in the 
drawing-up of a Hongkong constitution. 

In the end, though, it is still a matter of 
whether Peking's plans can be digested 
without fatal hiccups in Hongkong. gl 
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The fact that some Hongkong civil servants may get round 
the Nationality Act touches a sensitive nerve 


A recent con- 


Ag troversy started by 
0? | London newspapers 


ES over dis- 

e cretionary grants of 

Sd BW British citizenship 

to Hongkong Gov- 

ernment servants has awakened a sensi- 

tive issue: the obligation to protect senior 

Chinese officials serving an alien authority 

from the consequences of political 
change. 

The reports stated that some British 
MPs had expressed fears of a possible 
massive influx of Hongkong Chinese 
through a loophole in the recent Na- 
tionality Act. The British papers have thus 

ublicised, for the first time, a known re- 
uctance on London's part to accept legal 
responsibility for Hongkong's population 
should ^ Sino-British 
talks on Hongkong's 
future fail to reach an 
agreement acceptable 
to the local people. 
Formerly known as 
citizens of the United 


future 





Kingdom апа Col- 
onies, 2.6 million 
Hongkong British 


sport holders have 
een reclassified as 
British dependent ter- 
ritory citizens, since 
the Nationality Act 
came into. force last 
January. 
Stringent rules of 
patriality disqualify virtually all such citi- 
zens from applying for British citizenship, 
which brings with it the right of abode in 
«Britain. However, one clause in the act al- 
lows crown servants of the government of 
a dependent territory, as well as non-civil 
servants who were appointed by the local 
administration to serve on statutory 
bodies, to bypass the patriality rules. 
During the passage of the controversial 
Nationality Bill last year, this discretion- 
ary clause — inserted as a result of pres- 
sure from the Hongkong Government — 
went almost unnoticed in London. How- 
ever, Home Office Minister Timothy 
Raison stated then: “The intention here is 
to recognise the position of those who 
serve the crown in the dependencies in a 
particularly deserving way . . . This discre- 
tion would be exercised only sparingly." 
Hongkong civil servants are now apply- 
ing for such citizenship due to the prevail- 
ing uncertainty over the territory's future 
after 1997, when Britain's lease from 
China on most of the territory runs out. 
The police force's local inspectors' associ- 
ation has circulated a letter to its 1,000 
members, asking them to explain their 


special circumstances which the British 
home secretary should take into account 
when considering their applications for 
British citizenship. 

Some local members of the force, as 
well as civil servants whose jobs bring 
them into contact with squatters and haw- 
kers, are worried that a change of adminis- 
tration in 1997 could subject them to re- 
venge from those groups they have ar- 
rested or seriously inconvenienced in the 
course of performing their duties. 


he inspectors maintain publicly that 

they have not yet submitted any appli- 
cations for citizenship. However, the 
REVIEW understands that some 200 mid- 
dle-rank or senior civil servants have 
applied. Said one applicant: *I would like 
to know what the Home Office means by 
‘particularly deserving’ of British citizen- 
ship.” 

The government refuses to disclose the 
number of citizenship applications, main- 
taining that “it is a matter between the in- 
dividual and the British Government.” 
However, an official did comment that the 
REVIEW's figure of 200 was “way off 
base.” The number is such, he said, “as 
not to warrant the conclusion that the 
Hongkong Government is in a dilemma.” 
There are about 370 Hongkong Chinese in 
the directorate ranks of the civil service. 
The other 480 directorate-level staff are 
expatriates. 

Civil servants, like most of the middle 
class generally, feel that China’s self-ad- 
ministration proposal is no guarantee of 
non-interference from Peking. Many have 
told the REVIEW that their friends in the 
private sector are all preparing to emig- 
rate. “It’s all very unsettling,” one said. 

The existence of this discretionary 
clause, however, has the potential of af- 
fecting morale within the civil service. A 
civil service union leader told the press 
that if qualifying for British citizenship 
rested on rank and loyalty, it raised ques- 
tions about what loyalty meant. If only 
those who would not challenge any gov- 
ernment policies were considered loyal, 
then the.civil service machinery would be 
adversely affected, he said. 

With London willing to grant only a few 
of the 40,000-strong civil service British 
citizenship, it is unlikely that Peking 
would feel threatened by a brain drain of 
experienced local government adminis- 
trators, who Peking already has acknow- 
ledged would play a vital role in the future 
administration of Hongkong. Without this 
threat, Peking will perhaps be less willing 
to consider a solution to the problem of 
Hongkong's future which would allow a 
continuatjon of British administration 
after 1997. — MARY LEE 
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BankAmerica Travelers Cheques. World Money. 


In all the world, few things receive international recognition. 
BankAmerica Travelers Cheques do. They are carried with confidence 
by experienced travelers on six continents, and welcomed by 
merchants in 160 countries. They are available in leading world 
currencies. And they are the only travelers cheques that carry the backing 
of BankAmerica Corporation, a leader among the world’s foremost 
financial institutions. BankAmerica Travelers Cheques. 

Is it any wonder they are known as World Money? 


BANKAMERICA Corporation GD 
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Finding an iné:7p<nsir 
solution to an expensive 
fuel problem 





Fora closer look at the world of Alfa-Laval, please write to: 


Public Affairs Group Staff, Alfa-Laval AB, PO Box 500, S-147 00 Tumba, Swede 


Y \ J ith oil prices soaring, today’s shipowners 
c 


an no longer afford to run their vessels on 
diesel oil. By switching to the alternative 
however — a heavy fuel oil produced by modern 
refineries which can cut fuel bills by up to 35% – 
they are faced with the problem of cleansing. 

Alfa-Laval have found the answer — Alfax: 
a highly efficient, self-cleaning separator which 
cleans the fuel 24 hours a day with minimum wastage, and which can 
help reduce a ship’s running costs by enabling it to run on 

cheaper heavy fuel oils. 
Alfax is currently in use on hundreds of ships – 
including France’s most modern fishing vessel, 

m/v ROSPICO. But then more than half the world’s 
ocean going ships are now equipped with Alfa-Laval 
separators of one kind or another, and that includes one 

in three Japanese-built vessels. 
This is just one example of our innovative approach 

to business. We don’t expect the world to come to us. 
Instead we go out to the world with new and often 

daring applications for our well-proven product 
The Growing World of Alfa-Laval lines. That way We can 
туа ee a open up new markets that 
ieee | other companies 
outside Sweden, Оча фера iveyeas, | Only dream about. 
Tir Al Lal rad ssa {лї weds: 












170 industries — from energy production, 
environmental control and food processing to 
resource recovery, agriculture and chemical 
engineering. 
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Europe: Americas · Middle East: Africa - Asia - Australasia 
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VALIN POLLEN, LONDON 


Creating new markets from great ideas. 





Household appliances is written with a “Z” 


Every single working day 16,000 domestic appliances roll off 
our production lines. 

Bound for kitchens anywhere in 111 countries. 
Because we are Europe’s biggest manufacturer of domestic 
appliances ...and its most innovative. 

Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
To bring you technology you can really feel at home with. 
Because Z is for Zanussi. 





ZANUSSI 


people working for people 


Industrie Zanussi spa 
). Box n. 218 - 33170 Pordenone (Italy) 
Tel. (0434) S941. Telex 450363 - Cables: Zanussi spa Pordenone 


ivieiion means worida Class 
telecommunications. 
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What kind of country 


can that be with hundreds 


of thousands of passengers flying 


there merely to get away as 


w 


Each year hundreds of thousands of passengers land 
at Zurich and Geneva airports only to board other 
planes shortly afterward. That can hardly be due to 
the country they’ve just arrived in (see illustration). 
Let’s face it, we must be the guilty ones: we and our 
excellent connections from Asia via Zurich and 
Geneva to London, say, or Casablanca or Rio de 
Janeiro or 96 other destinations the world over; they 
often turn a detour via Switzerland into a shortcut. 
And it may be partly our through-check-in system, 


which lets us hand to our passengers at their point of 


departure a boarding card for more and more destina- 
tions, making a change of planes in Switzerland even 
simpler. [Instead of seeking out the transit desk, you 


st as they can? 





may turn immediately, without wasting a precious 
minute, to the abundance offered by Zurich and 
Geneva airports: smart watch, jewelry, and fashion 
shops; souvenir shops and stands with books, news- 
papers, and magazines in all languages; bars and 
restaurants and tax-free shops, even a pharmacy, a 
bank, and a post office. 

Surely a wonderful country, this, that can give the 
hundreds of thousands who fly there only to hurry 
away a sense of having seen a bit of it even so. 


swissair 29 





MALAYSIA 


Т ннер. 


The roots of the problem 


Members of the nation’s largest minority are anxious to maintain 
their rights, but their political history works against them 


By Rodney Tasker 

Kuala Lumpur: Common wisdom in 
Southeast Asia has it that the Chinese as a 
race are not particularly interested in poli- 
tics. While Indians will spend all day argu- 
ing political issues, non-Chinese Malay- 
sians and Indonesians will gleefully pass 
around the latest bit of juicy — and often 
highly defamatory — political gossip. 
Thais will sometimes try to shoot political 
candidates and Filipinos will sing and 
dance to political strains. But the Chinese 
will be too busy making money and ensur- 
ing a financially secure future for their 
families. 

In Malaysia, however, it is different. 
Chinese-majority communities are gener- 
ally happy to let their leaders lead as long 
as it does not interfere too much with daily 
life, and where the Chinese find them- 
selves in a small minority they realise the 
futility of trying to influence the political 
will of the «majority. But Malaysia’s 
Chinese form a very considerable minor- 
ity, comprising nearly 40% of the popula- 
tion. The Chinese, therefore, must be ac- 
tively interested in politics whether they 
like it or not to ensure that their rights are 
not swept away by the politically domi- 
nant Malay majority. : 

In the Malaysian political equation, the 
word "roots" crops up frequently. The 
Malays and other indigenous races have 
long roots in their resource-rich country, 
and therefore claim political power as 
their right. The Chinese have compara- 
tively shallow roots and should, it is ar- 
gued, settle for a proportionately smaller 
say in running the country. 

For Malaysian Chinese, the main chan- 
nel for their small say in the country's poli- 
tical system is the Malaysian Chinese As- 
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sociation (MCA ). As the only all-Chinese 
political party in the country and as the 
second-largest party in the ruling National 
Front coalition after the United Malays 
National Organisation (Umno), it should 
ostensibly be the Chinese community's 
major political protector — its provider. 

It has not quite worked out that way. 
The MCA now has around 500,000 mem- 
bers, and in the last general election, in 
April 1982, it scored a huge success by 
winning 24 of the 28 federal parliamentary 
seats allocated to it by the National Front. 
But the party is still not treated with much 
enthusiasm by the average Chinese small 
businessman or trader — the hard core of 
the Chinese community. The suspicion is 
that the party remains more an adjunct to 
the powerful Umno than anything ap- 
proaching an equal partner. 


№: the MCA is entering а new period 
of potential uncertainty following the 
decision by its tough, long-time president, 
Datuk Lee San Choon, to stand down 
both as party leader and as transport 
minister (REVIEW, Apr. 7). Lee was the 
last of the MCA old guard in the cabinet, 
having been a party member for 28 years, 
an MP for 24 years and party president 
since 1974. He is succeeded by Datuk Neo 
Yee Pan, 44, who has less than half Lee's 
party service and who became MCA de- 
puty president only last August after his 
predecessor, Datuk Richard Ho, quit. 
Some of the more optimistic party stal- 
warts like to say that Neo, à hard-working, 
full-time politician who was once a lec- 
turer in physics at the University of 
Malaya, will bring a youthful zest to the 
MCA leadership. Others are far less san- 


guine about the future. They say the party 
is increasingly unable to gain substantial 
concessions from the Malay political 
leadership and its propensity to indulge in 
internal squabbling — even with a 
strongman like Lee at the helm. 

One key to the party’s future prospects 
could lie in the reasons behind Lee’s deci- 
sion to stand down from the leadership. A 
number of political observers believe that 
Lee, who is also a comfortably-off 
businessman, was being investigated for 
alleged corruption and that he decided — 
or was urged by Prime Minister Datuk 
Seri Mahathir Mohamad — to stand down 
before the crunch came. 

Lee is only 48, and having led his party 
to its most resounding electoral victory a 
year ago and having no formidable rivals 
in sight within the party, his decision was 
surprising. In many ways, he could be said 
to have been at the zenith of his political 
career. This situation bred rumours of an 
involuntary decision to quit. 

But some party insiders and other poli- 
tical colleagues believe Lee meant what he 
said in his resignation statement: he was 
leaving while the going was good. Lee said 
he had told party colleagues he would not 
stay a day longer than necessary once sol- 
idarity and an effective programme to im- 
prove the quality of life for the Malaysian 
Chinese had been implemented. He 
pointed out that the party had never been 
more stable since he became president 
and that his standing down now would 
give his successor time to prepare for the 
MCA: next general assembly in late 1984 
and also the next general election in 1987. 

Those who believe this reasoning say 
that having brought the MCA to its cur- 
rent state of health and having eliminated 
any serious rivals both to himself and to 
Neo as his chosen successor, Lee decided 
that the only way from now on was down. 

Malaysia's Chinese community is by no 
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means an oppressed minority. Although 
there are poor Chinese, particularly 
among those living in “new villages” origi- 
nally set up by the British during the 12- 
year emergency campaign against the 
communist insurgency that ended in 1960, 
the bulk of the Chinese are able to make a 
reasonable living as businessmen, traders, 
entrepreneurs and plantation owners — 
still a source of envy for the Malays, who 
are trying to catch up economically under 
government patronage. 

Yet there are gripes among the Chinese 
that the education system is increasingly 
tilted towards the bumiputras (Malays and 
other indigenous peoples), with growing 
pressure on the minority communities to 
have their children taught in Bahasa 
Malaysia instead of their own languages, 
and only a limited number of university 
places allowed to non-Malays. The Chin- 
ese feel they are being forced to conform 
with the Malay culture, and Malays are 
being cushioned by the government's offi- 
cial policy to gain them a far larger slice of 
the country’s corporate wealth — a policy 
which many Chinese feel is making 
damaging inroads into the private indus- 
trial and commercial sector, their tradi- 
tional bastion. 

On all these issues, the MCA appears to 
be hamstrung by its allegiance to the Na- 
tional Front. So with the demonstration of 
faith in the party in the last election, Lee 
may have felt that before long supporters 
might be looking for concrete returns on 
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their votes, EIR seeing little there, would | 
become disgruntled. One MCA source 


said: “Our main weakness is that we can’t 
publicise what we achieve in the cabinet, 
because we are sworn to secrecy as cabinet 
members. Therefore people don't know 
exactly what we work for behind the 
scenes." He maintained that the MCA asa 
party could easily stand by itself, outside 
the government. But this source hastened 
to add that moving into the opposition was 
unthinkable because it could severely de- 
stabilise Malaysian society by effectively 
withdrawing the main Chinese vehicle for 
representation from the ruling coalition. 


he suspicion among MCA critics is that 
the party's cabinet members are not 
consulted enough by their Umno. col- 
leagues in the National Front before gov- 
ernment policies are drawn up and im- 
plemented. The MCA has four cabinet 
members: apart from Lee and Neo, there 
is Labour Minister Datuk Mak Hon Kam, 
a former architect who is a close associate 
of Neo, and Health Minister Tan Sri 
Chong Hon Nyan, a former civil servant 
and Lee loyalist who, at the age of 59, may 
decide to stand down with Lee. 
Under Neo’s leadership, Mak, who has 
a reputation as a rather blunt, forceful 
politician, is obviously destined (ог 
favoured treatment and may well become 
the party’s deputy president. Among the 
bank of six MCA deputy ministers, De- 
puty Education Minister Tan Tiong Hong, 


Towards a plural society 


Kuala Lumpur: One Chinese politician in 
Malaysia who has become a household 
name, mainly because he and his party 
have been a constant thorn in the ruling 
National Front's flesh, is Lim Kit Siang. 
As the secretary-general of the opposition 
Democratic Action Party (DAP), Lim has 
used his talent for oratory both in parlia- 
ment and in public to peck away at the 
government on national issues, such as 
multiracial equality, and through local 
complaints from his Malacca consti- 
tuency. 

To the ruling National Front he is a 
menace, but to his supporters he is a 
champion of the underdog, particularly of 
the disaffected elements of the Chinese 
community. Lim was interviewed by 
REVIEW chief correspondent Rodney 
Tasker in Kuala Lumpur recently, when 
he spoke about his squabbling party's 
plans to recover from its poor showing in 
the general election of April 1982. 


After your party’s disastrous showing in 
set min winning only nine federal 
seats compared with 16 in the previous 
election, what is the DAP doing to im- 
ve its in the next election? 
We are still in a process of political con- 
valescence. The National Front misread 
the election results. It was [viewed as] a 


vote of confidence for the continuation 
and acceleration of the basic policies of 
Umno [the United Malays National Or- 
ganisation, the main party in the National 
Front] and other aspects which would re- 
ally undermine nation-building and na- 
tional unity. 

Our preoccupation is how to get across 
that the 1982 results must not be read as a 
blank cheque to accelerate these policies. 
It was a vote to undo these plans, as prom- 
ised by San Choon [Datuk Lee San Choon, 
the outgoing leader of the Malaysian 
Chinese Association — MCA — a compo- 
nent of the National Front]. 


The DAP is criticised as being a party with 
no constructive p e for govern- 
ment, a party which only attacks govern- 
ment policies. What is your reaction to 
such criticism? 

I would imagine that the targets of the 
DAP's attacks are very unlikely to see the 
positive side of our criticism. Our Malay- 
sian society should be created, as are our 
own policies, on the larger issue of nation- 
building. It is a fairly comprehensive po- 
licy. Our position at this stage is to ensure 
that the whole trend of government 
policies shouldn't take the country away 
from the building of a unified, more equal 
and just Malaysia. 
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Mahathir, Deputy Trade Minister Datuk 
Liew Sip Hon, a former civil servant, and 
Deputy Agriculture Minister Datuk Chin 
Hon Ngian, a former lawyer, are being 
tipped as contenders for cabinet positions. 
A question mark hangs over the politi- 
cal future of Tan Koon Swan, an MP and a 
vice-president of the MCA, but more im- 
portantly managing director of Multi-Pur- 
pose Holdings, a vast conglomerate set up 
by the MCA in 1975. Although the party 
has no share in Multi-Purpose as such, in- 
dividual party members are shareholders, 
and the party's Multi-Purpose Coopera- 
tive Society has a sizable stake in the com- 
pany. Political pundits look upon Tan, 
who is 42, as a serious rival to Neo, even 
though he is more a technocrat than a 
politician and lacks Neo's political instinct 
for infighting — his critics call it oppor- 
tunism. Tan's main colleagues in the party 
are Datuk Lee Kim Sai, head of the 


MCA’s youth wing, and Kee Yong Hui, 





This is a plural society, and there must 
be a greater acceptance by all of a policy 
which is formulated and accepted and im- 
plemented at all stages by all races and 
creeds, so that such policies can endure. 
Otherwise, it is a case of using sheer power 
to get all vour policies through. It is a pro- 
cess of coercion, not consent. It is most 
important in a multiracial society that 
there should be a recognition that who- 
ever is in the majority should not ride 
roughshod over minority views. There lies 
the danger in Malaysia. 


At what stage do you think the majority of 
Chinese will decide to vote for an opposi- 
tion party, such as yours? 

When they feel that their voice is not 
being heard, or that their trust is being 
betrayed — when they have ріуеп: (һе 
benefit of the doubt [to a party]. Еуегу- 
thing may now come to a head with aven- 
geance. At the moment there is a total im- 
balance politically. The MCA has been a 
party to it, and therefore must accept a 
share of the blame. 
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head of Bandar Raya, a property sub- 
sidiary of Multi-Purpose. 

None of the current crop of Chinese 
politicians serving in the government, 
either from the MCA or another predo- 
minantly Chinese National Front party, 
Gerakan, can be said to possess outstand- 
ing leadership qualities. They tend to pale 
against Umno’s Mahathir and Deputy 
Prime Minister Datuk Musa Hitam. There 
is probably more charisma among the 
leadership of the other main predominant- 
ly Chinese party, the Democratic Action 
Party(DAP), which is in the opposition. 

In some ways the MCA resembles a cor- 
poration more than a political party, such 
as Umno. “In MCA politics, the first thing 
is money, not pure politics,” commented 
one long-standing party member. Its 
power bases are in light industrial and 
commercial areas, mainly among Chinese 
whose first language is a Chinese dialect. 

When the MCA was founded in the late 
1940s, at about the same time as Umno, it 
was more a welfare association for the 
Chinese than a political party. Through in- 
dependence in 1957 





to continue supporting the Alliance in par- 
liament. The Gerakan party, which had 
previously been in opposition, decided to 
heed Razak's call for parties to abandon 
potentially destabilising politicking in the 
cause of unity and crossed over to join the 
coalition. Since then, the political system 
has been far less open, and predominantly 
Chinese parties in the ruling coalition 
have learned that divisive politicking on 
communal lines can threaten the country's 
stability. 


he MCA has not enjoyed the clout it 

once had in the ruling coalition. Lee, a 
man from humble beginnings who started 
his career as a factory clerk, was brought 
into the leadership by Tan as one of his 
new guard. But his critics called him “neo- 
old guard" because of his emphasis on 
business considerations. Under Lee the 
party has also become more distant from 
the vast networks of Chinese associations 
and merchant guilds, the backbone of the 
Chinese business community. Soon after 
his election as MCA president in 1974, 





and into the 1960s, it 
was dominated by the 
Chinese towkay (en- 
trepreneur) class. 
Then, under the 
leadership of Tun 
Tan Siew Sin, a weal- 
thy financier, the 
party tried to induct 
more professionals 
and intellectuals 
the new guard, as 
they were known. 
Tan was fortunate 
in having a close, 
long-standing re- 
lationship with the 
late Tun Abdul 
Razak, prime minis- 








| Tan: lining up the new guard. 








ter in 1970-76. In his 
government he held the prestigious fi- 
nance portfolio. He was the last Chinese 
finance minister — since he stood down 
from the MCA leadership in 1974 to make 
way for Lee, the MCA has had to settle for 
lesser portfolios in Umno-led govern- 
ments. This is another complaint in some 
politically aware Chinese circles. 

Tan also presided over the MCA at a 
critical time for Chinese politics in 
Malaysia — the May 13 communal riots in 
Kuala Lumpur in 1969. Three days before 
the riots, the MCA had fared disastrously 
in a general election, losing 14 of its 27 fed- 
eral parliamentary seats, including all the 
constituencies it held in major urban 
areas. 

The impression was that non-Malays, 
particularly the Chinese, had deserted the 
Alliance, the National Front’s predeces- 
sor. Malays felt the Chinese were going 
back on the unwritten Merdeka agree- 
ment that in return for full Malaysian 
citizenship, the Chinese would allow 
Malays political dominance. Scores of 
Chinese were killed in the riots 

The 1969 trauma was a watershed 
Party leader Tan offered at one stage to 
withdraw the MCA from the cabinet but 


FAR EASTERN ECONOMIC REVIEW ө MAY 5, 1983 





Lee was quoted as telling one group of 
Chinese merchants, in Mandarin, that if 
they celebrated the first day of the new 
moon, he would celebrate the 15th day of 
the new moon — in other words, you go 
your way and I will go mine. 

Tan had stressed that politics and busi- 
ness should be separated, But under Lee’s 
leadership, Multi-Purpose was set up, and 
most of his cadres around the country also 


held positions with branches of Multi-Pur- | 


At 


pose and its subsidiaries 


the same | 


the Kojadi Fund, a loan scheme under 
which Chinese parents can borrow enough 
money to ensure their children a higher 
education with interest rates as low as 7- 

Apart from the next general election in 
1987, when the party will face the test of 
maintaining the level of support dem- 
onstrated by voters in the last election, the 
1990 target date for the New Economic 
Policy looms. Under this policy, bumiput- 
ras are to increase their share of the na- 
tional corporate wealth to 30% , while the 
Chinese are to have 40% and foreign in- 
terests would be permitted to hold the re- 
maining 30%. 

At the moment, the bumiputra share is 
estimated to be still less than 20%, and 











| 
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time, Lee established considerable con- | 


trol over the party machinery. The MCA 
president has almost dictatorial power, 
ruling through a central committee. 

Now Lee’s successor faces the problem 
of holding the party together without the 
benefit of Lee's loyalist infrastructure. 
Unity in the MCA has always been rather 
superficial, with à constant tendency to 
fracture into bickering factions. Leaders 
tend to' be too self-centred to care sin- 
cerely about the welfare of the Chinese 


community at large, though under Lee the | 


party hasset up the Tunku Abdul Rahman 


| College, where Chinese students can take 


degree courses recognised by the United 
States and Britain. It has also instituted 
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some К E worry у that if the 1990 | 


target does not look viable in the next few 
years, there may be further government 
action to help bumiputra businessmen — 
possibly at the expense of the Chinese. 
And even if targets are met by 1990, some 
Malay extremists have already indicated 
their belief that the bumiputra share of 
corporate wealth should be increased still 
further, perhaps to more than 50%, to re- 
flect more the country’s racial composi- 
tion, 

While the MCA may be in for a period 
of uncertainty, there are other political 
channels for the Chinese vote. These are 
Gerakan and the DAP, neither of which 
until now have approached the size and 
stature of the MCA. Gerakan, which em- 
phasises its multiracial membership but is 
predominantly Chinese, is still a party 
whose power is concentrated in Penang. 
But Gerakan member Goh Cheng Teik, a 
deputy minister in the Prime Minister's 
Department, said in an interview that he 
believed the party could expand its base if 
given the chance — at the moment, eight 
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пу managed to cling 15 only nine fed- 
[e dern nce seats, compared with 
16 in the 1978 election. 

One of the most dramatic contests for 
the DAP in the last election was in Serem- 
ban, in Negri Sembilan state, where the 
party lost the seat which it had held for 14 
years. The DAP chairman, Chen Man 
Hin, a dentist, was challenged by MCA 
leader Lee in a daring bid to win the 6096 
Chinese constituency over to the National 
Front. Lee succeeded with an 845-vote 
majority after a massive National Front 
campaign, backed personally by Mahathir 
and during which Lee promised the voters 
more benefits under front patronage than 
they had ever had under the DAP. If Lee 
now stands down as Seremban MP, it is 
doubtful the MCA will be able to hold the 
seat in a by-election because many voters 
would feel cheated by Lee's abrupt depar- 
ture after having promised so much. 

In an interview in Seremban, Chen tried 
to explain the party's disastrous showing 
in the election. *Many people thought the 
DAP was finished," he said. "There wasa 





Rural Chinese tin-mine workers: support for Gerakan. 


of the party's 15 state assembly seats are in 
Penang. “We have not been given seats to 
fight elsewhere," he said. “We can fight in 
other states given the seats [by the Na- 
tional Front. ]" 


Ou Penang, the party’s main sup- 
port comes from those living in vil- 
lages, particularly the new villages, and 
some towns. “We have considerable sup- 
port from the Chinese — our membership 
has trebled in the past two years,” said 
Goh. The party is also actively trying to 
encourage closer links with Chinese guilds 
and associations. Yet it is still small, and 
there is no real cooperation with its fellow 
National Front member, the MCA. 

The other party to which some Chinese 
turn is the DAP, which says it champions 
the cause of the underprivileged and the 
poor and stands for multiracial equality in 
a socialist-style environment. Its suppor- 
ters are mainly from the more depressed 
urban areas. 

In the 1982 general election, DAP can- 
didates toppled in the surge of voting for 
the new National Front leadership. The 


lot of infighting. The party can shout from 
the rooftops, but we can’t give people 
what they want.” This reflects the party’s 
frustration in opposition: that it cannot 
promise people material advantages when 
it is not part of the ruling coalition. 

It is therefore in the position of catching 
mainly protest votes, and campaigning 
more on a platform of attacking the pow- 
ers-that-be than producing its own gov- 
ernment programme. The party has some 
effective orators, such as secretary-gen- 
eral Lim Kit Siang, who are capable of 
whipping up feelings of resentment among 
minority communities. But in the view of 
most Chinese, it will also be an also-ran 
party — and therefore not worthy of ac- 
tive support, 

The main Chinese political hope, there- 
fore, lies in the amorphous organisation 
that is the MCA. But the party is far from 
being truly representative of Chinese aspi- 
rations for what they consider to be their 
right: a more substantial place in the 
Malaysian sun. As the new MCA leader, 
Neo probably faces a more crucial testing 
time than any of his predecessors. 
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Malaysian, 
not Malay 


The Chinese struggle to 
maintain a separate 
cultural ident 


Kuala Lumpur: The joint memorandum 
drawn up by 15 major Chinese associa- 
tions throughout the country went 
straight to the heart of the matter: “Once 
the cultural root of the Malaysian Chinese 
is severed, the loss in nourishment from 
the essence of their own cultural root 
would result in a cultural identity crisis." 

The memorandum had been drawn up 
at the request of the Culture Ministry, and 
it was handed over in Kuala Lumpur in 
March. The fat document, though often 
couched in high-pitched rhetoric, was a 
fair summary of most major Chinese grie- 
vances in Malaysia today. It complained in 
strong terms about the current Malay- 
dominated government's campaign to 
strive for one culture, one language and 
one citizenry. 

To the Chinese representatives of a 
large portion of Malaysia's nearly 40% 
minority community, the policy smacked 
of “Malay centrism.” It interpreted “one 
culture” as being the Malay culture, which 
Chinese and other minorities such as the 
Indians would be forced to adopt through 
administrative pressure. For a community 
as fundamentally different from the Malay 
majority as the Chinese, this apparently 
was jittery stuff. So was the current gov- 
ernment programme — based mainly on 
political considerations — to make 
the nation ostensibly more Islamic 
through, for instance, an Islamic univer- 
sity and Islamic banking practices. 

"The present national policies on lan- 
guage, education and culture are heavily 
tainted with communalism and have 
tended towards a forced assimilation," the 
memorandum said. "The policies have 
been formulated from the perspective and 
standpoint of only one ethnic community. 
This contradiction between the Malay- 
centric policies and the multi-faceted di- 
mension of our society is the core of the 
problem." 

The memorandum then adopted an 
even stronger tone, warning of the conse- 
quences of the majority race forcing itself 
on the minorities: "There should not be 
any distinction between the bumiputras 
[Malays and other indigenous races] and 
the ‘immigrants.’ Such artificial differen- 
tiation will form the philosophical root for 
racial discrimination, destroy national 
unity and result in highly undesirable ra- 
cial polarisation . . . In other words, 
economic oppression, social injustice and 
political differences can make a mono-lin- 
gual and mono-cultural people or nation 
sink into deep internal strife." 

No one in the Chinese community ex- 
pects that Chinese women will be forced 
to wear sarongs or the men be told to con- 
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that pressure is growing on the Chinese to 
assimilate more. Chinese children are al- 
ready being pressured into learning Bah- 
asa Malaysia, the national language. They 
can be taught in Chinese at primary 
school, studying Malay and English at the 
same time, but at secondary level, if they 
want to continue to speak in Chinese they 
have to go to an independent institution 
rather than a government-subsidised 
school. 

On this point, the memorandum was 
somewhat chauvinistic about the Chinese 
community's financial power to go against 
the national grain. “The independent [sec- 
ondary] schools have weathered more 
than 20 years of difficulties under the un- 
ceasing support of the Malaysian Chinese. 
Not only have they stood their ground, but 
they have also grown and become more 
mature.” The memorandum pointed out 
that there were now 60 independent 


At school in Kuala Lumpur: no choice of language. 


Chinese secondary schools in the country, 
and the number of students grew from 
15,890 in 1970 to 44,600 in 1982. . 

The root cause of the Chinese concern is 
that they will be forced to adopt a new, 
perhaps less industrious way of life and 
that eventually their economic well-being, 
compared with that of the Malays, will be 
swamped by bumiputra policies. The gov- 
ernment's New Economic Policy (NEP), 
which is intended to give bumiputras con- 
trol of 30% of the country's corporate 
wealth by 1990, is fine as long as the 
Chinese business community can expand 
alongside the Malays. The Industrial 
Coordination Act, which gives teeth to the 
NEP, is more hazardous as it seeks to im- 
plement bumiputra equity participation 
with the Chinese, and bumiputra employ- 
ment in Chinese companies. But even this 
has proved flexible. 


р: concern over cultural and lin- 
gual integration — тапу Chinese now 
- speak Bahasa Malaysia better than many 
other Malaysians anyway — the eco- 
nomic factor is the bottom line. While 
the bigger Chinese-owned public com- 
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anies may be somewhat disgruntled at 
aving to employ a certain number of 

Malays on their staffs (Chinese businesses 
tend to be extremely clannish, even within 
their own race), appointing a bumiputra 
to the board has not proved particularly 
problematic. Sometimes, bringing an in- 
fluential Malay figure on to the board can 
be beneficial politically. 

Among the Chinese politicians, there 
are mixed views about how the Chinese 
community should react to Malay-in- 
spired social and economic pressures. 
"The Chinese are not asking for much — 
just to be treated as Malaysians in a posi- 
tive, constructive way," commented Goh 
Cheng Teik, a deputy minister in the 
Prime Minister's Department. 

Leaders of the opposition Democratic 
Action Party (DAP) tend to be more alar- 
mist. “Some Chinese feel they have their 
backs to the wall," said DAP chairman 
Chen Man Hin. *Some feel it is futile to 





struggle. Others will see how things go. 
The DAP wants to struggle." 

Among smaller Chinese businessmen, 
many of whom are prospering, there is a 
general feeling of suspense. Most of them 
have not yet been seriously affected by the 
government's bumiputra policy, but they 
are prepared for the worst. "Those of us 
who have made enough money have our 
‘backdoor’,” the Chinese owner of a small 
but profitable restaurant said. "This 
means we have bought property in Aus- 
tralia, Canada, the United States or Bri- 
tain, and will emigrate there if things get 
too hard here." 

It is this sort of attitude among the 
Chinese which obviously worries the 
Malay leadership. Addressing the open- 
ing of the most recent general assembly of 
the Malaysian Chinese Association last 
October, Deputy Prime Minister Datuk 
Musa Hitam dwelt heavily on the issue of 
non-Malay migration — a clear indication 
of the government's concern, even though 
Musa was at pains to dismiss the 
phenomenon. He said that 16,864 Malay- 
sians, mostly Chinese, had chosen foreign 
citizenship, presumably since indepen- 


dence in 1957, They were “thorns in the 
flesh when they were still in this country," 
he complained. “Those who emigrated 
with this anti-Malaysian attitude, I am 
happy to say, are no longer Malaysian citi- 
zens. Their departure is no loss to 
Malaysia.” 


usa continued: “To me, such people are 

mere birds of passage, looking for jus- 
tice which they claim does not exist in their 
motherland.” He added that such mig- 
rants would probably face more discrimi- 
nation in their new homes than in 
Malaysia. This is one of the agonising 
preoccupations for those Malaysian 
Chinese who feel they are not being given 
a fair deal in Malaysia. Hardly any of them 
would choose to go to China, having 
tasted the fruits of free enterprise in a fer- 
tile land such as Malaysia. Yet they feel 
they are being discouraged from becom- 
ing fully Malaysian within their own 
country. 

Some of the more pragmatic Chinese 
businessmen tend to scorn their complain- 
ing brethren. “We are in Malaysia and we 
should become Malaysian,” said one. 
“You cannot be in the government as a 
Chinese. You have to be a full Malaysian, 
otherwise you will be knocked down.” 

Where they are a minority elsewhere in 
Southeast Asia, many Chinese have 
adopted local names to try to integrate 
themselves into the community. In In- 
donesia, for instance, one finds a Sutanto 
or Halim (and sometimes, among the 
more pushy, a Sukarno or a Suharto) who 
is entirely Chinese. In Thailand one finds 
a Boonchu, and in the Philippines an 
Ongpin or Scat — all Overseas Chinese 
who have modified their names to rub off 
the hard Chinese edges. This is not so in 
Malaysia as yet, though eventually there 
might appear, for instance, a Nasir bin 
Ong (Nasir, son of Ong), which in the next 
generation would become, perhaps, Hus- 
sein bin Nasir, therefore making possible 
a total disappearance of apparent Chinese 
ancestry. 

The main complaint of Malays and 
other majority races in Southeast Asia 
about the Chinese as relative newcomers 
is that they do not try to blend into the cul- 
tural mainstream. There is a traditional 
Chinese arrogance, laced with some 
xenophobia, which weighs against this. In 
Malaysia, many Chinese still tend to look 
down on Malays because of what they 
view as the Malays’ comparatively modest 
taste for work and their lack of business 
acumen. 

In their joint memorandum, the 
Chinese associations stated: “The process 
of moulding a national culture must not 
have too much artificial intervention, 
based on the subjective will of one ethnic 
group." The Malays would argue that the 
Chinese community, having been origi- 
nally brought in by the British as an im- 
migrant labour force, comprises just such 
an artificial intervention, and that while 
the Chinese have proved the economic 
mainstay of independent Malaysia, they 
should put down deeper Malaysian roots. 

— RODNEY TASKER 
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Indian coalition partner are scrapping 
among themselves in preparation for next year’s party election. 


Mahathir Mohamad after the general 


t- | election last year, has claimed that Vellu 


portant compo- 
onal Front coali- 


--consorting 

е Malaysian 

MIC insiders 
chi 


< For his- part, 'Govindaraj, an MP who 
was notreappointed parliamentary secret- 
y Prime Minister Datuk зеп 


A leadin 
ied throug 
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1 did not try hard enough to. persuade 


Mahathir to reappoint him. Govindaraj is 
now a backbencher: 


Vellu’s decision to suspend Govindaraj 
is seen by political analysts as closely re- 


lated to:allegations. in: parliament that 


Vellu was involved in irregular land deals: 


through the Works and Utilities Ministry, 
which he heads. The charge, made. by 
Democratie -Action Party MP. Karpal 
Singh, was challenged by the minister, and 
when Singh repeated the statement out- 
side the house, Vellu filed libel and slan- 
der suits. 


"he Govindaraj-Singh connection, ac- 
ording to MIC sources, was Zaman, 


| who was frequently seen in the company of |. 


‘but separately. It is claimed by MIC 
that Zaman was an important 


information for Si da alega- | 
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provider of insurance and related financial services, 
the merger of Connecticut General and INA Corporations. 


‘Oceanic Finance Company Limited 


{40 percent ownership) 


A Hong Kong venture capital enterprise owned 


by a group of international investors and assocíated with Bliss & Company 


Кимай Foreign Trading Contracting & Investment Co. (S. A. к. ә 


t (20 per cent ownership) 


A leading Kuwaiti investment and financial institution 


Richard. M. Bliss - 


Paid-in Capital: US $20,000,000 
DIRECTORS 


Chairman and Chief Executive Officer 


Richard M. Burdge 


Albert. H. Swanke, Jr. 


Francis С. Estrada | 


Managing Director 


Hisham Razzugi 
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` Who cane the shots? 


The sultan insists on commanding any Gurkha troops 
who stay on after independence — and Britain says no 


By A Correspondent 

Bandar Seri Begawan: A political crisis 
has developed between Britain and the 
Sultanate of Brunei on how this rich but 
small new state will be defended after it 
achieves independence on the last day of 
this year. The Sultan of Brunei, Sir Has- 
sanal Bolkiah, adopted a tough, uncom- 
promising line in his talks with British 
representative Lord Belstead during the 
latter's visit from April 14-17. 

Currently Britain is responsible for the 
conduct of Brunei’s foreign relations and 
defence, which includes guarding the oil 
and natural gas fields and their vital instal- 
lations, while the sultan is in charge of 
domestic policy. Differences of opinion 
have arisen on the future role of the 
Gurkha battalion now deployed at Seria, 
in the oilfields some 60 miles southwest of 
the capital, Bandar Seri Begawan. 

The sultan has for the past few years 

aid the full cost of maintaining the battal- 
ion, which is understood to be around £2 
million (US$3 million) annually. He had 
reason to believe a Gurkha battalion 
would remain here after independence as 
the British Foreign Office appeared to 
think it a good idea to help the new state 
defend the rich oilfields, which are part- 
owned by Royal Dutch Shell. The Minis- 
try of Defence, aware that the Gurkha 
presence provides good experience for 
nearly 200 British officers and NCOs, ap- 
peared content for them to remain. The 
ministry also has the use of an excellent 
jungle training school in Brunei. 

But the sultan upset the apple-cart by 
demanding not only that the Gurkhas 
should remain after independence but 
also that they should come under his com- 
mand. From the viewpoint of the British 
Government this is impossible, for it would 
enable the sultan to use this highly effi- 
cient unit for duties other than defending 
the oilfields. 

The sultan's own efforts to set up a de- 
fence force capable of maintaining secu- 
rity in the new state have been moving 
slowly, though there are now two battal- 
ions of infantry, a small flotilla of patrol 
boats, a helicopter squadron, an ar- 
moured reconnaissance squadron of 
Scorpion light tanks, a combat engineer 
squadron and a small training school. 

There has been a series of publicity 
campaigns designed to recruit more men 
to form a third infantry battalion, but so 
far they have met with no success as the 
well-heeled Bruneians are not tempted 
even by the excellent living conditions the 
defence force offers. A battery of Rapier 
ground-to-air missiles bought by the sul- 
tan to defend the airport remains unman- 
ned owing to lack of recruits. 

There is, in addition, a military forma- 


tion known as the Gurkha Reserve Unit 
which has nothing to do with the British 
army. Gurkha soldiers who have already 
served in the British army are recruited for 
this force separately in Nepal. Current- 
ly some Gurkhas are serving in 
Brunei under the command of British of- 
ficers who have retired from the army. 
Known as the “Praetorian Guard,” this 
unit is responsible for such sensitive tasks 
as the personal safety of the sultan and his 
family and the care of political prisoners, 
as well as security at the airport. 

The sultan is ever mindful of the fact 
that a rebellion was organised in 1962 
against his father, Sir Omar Ali Saiffudin, 
by the now-outlawed Brunei People’s 
Party. It was put down with the help of 
British troops rushed in from Singapore. 
Later the vice-president of the party, 
Zaini Ahmad, and nine other political 





The sultan: exercising power. 


prisoners escaped from their detention 
camp, allegedly with the help of their 
Malaysian wardens. Although the state of 
emergency which was imposed at the time 
of the rebellion — and indeed is still in 
force — prevented serious repercussions 
within the sultanate, relations with 
Malaysia were severely strained. Many 
Malaysians working in Brunei were dis- 
missed and Brunei students were recalled 
from Kuala Lumpur. 


Ithough diplomacy and a visit by the 

sultan have improved relations with 
Malaysia, there is still unease. Brunei’s re- 
lations with Indonesia have improved but, 
though correct, they can hardly be consi- 
dered warm. There is always the fear that 
guerillas or even regular soldiers could 
enter Brunei from one of the Indonesian 
Kalimantan provinces, though to do so in- 





| tory. - 

- However, the sultan's relations with 
Singapore are extremely cordial, and the 
city-state normally has a battalion of its 
soldiers training in the jungles of Brunei. 
Further, the Singapore dollar is accepted 
at par in any shop in Brunei and the 
Brunei dollar is similarly received in Sin- 

pore. The close relations are marked by 
frequent unofficial visits by the sultan and 
his three brothers to the Goodwood Park 
Hotel in Singapore where the Brunei suite 
has its own special lift and other security 
measures. 

Asean countries have let it be known 
that they would welcome Brunei as a 
member of the group after independence, 
and already an observer from Brunei at- 
tends Asean meetings. The sultan has 
stated many times that Brunei would also 
like to become a member of the Common- 
wealth after independence. 

One aspect of Brunei's strained ties 
with Britain has been the sultan's poor re- 
lations with the recently departed British 
high commissioner, Arthur Watson. Lord 
Belstead, who is minister of state at the 
Foreign Office, came to Brunei last De- 
cember in the hope that these relations 
would improve. It was agreed then that 
the sultan would receive a British delega- 
tion to discuss future defence problems. 

However, when the delegation arrived 
the sultan, in the words of one of his advis- 
ers, "sent them packing" because they 
were of insufficient rank and he wished to 
deal with a minister. The high commis- 
sioner left Brunei unexpectedly on April 8 
without a member of the administration or 
the sultan's personal staff going to the air- 
port to see him off. 

Members of the British community and 
other foreign residents were aware that 
serious misunderstandings had arisen be- 
tween the unassuming, somewhat 
bureaucratic high commissioner and the 
youthful, erratic sultan who loves playing 
polo and driving fast cars but finds desk 
work tedious and administration ex- 
tremely dull. Although his friends claim 
he suffers from acute shyness, he obvi- 
ously enjoys power and appears reluctant 
to delegate authority. Thus many deci- 
sions are referred back to him, but all too 
often it takes weeks to obtain answers to 
questions, and officials are forced to admit 
that he does not go near his desk for days 
on end. 

It is this delight in power, combined 
with fears of long-term external or inter- 
nal troubles, that caused him to inform 
Lord Belstead on his second visit that he, 
and not a British general, must command 
the Gurkha battalion. By that time the 
British Government had heard from 
Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad during his visit to 
London that Third World countries were 
somewhat dismayed by the prospect of 
Britain supporting Gurkha *mercenaries" 
(a term the Gurkhas loathe) in Brunei. 

Lord Belstead said he would ascertain 
the views of Brunei's neighbours before 
engaging in further attempts to negotiate 
over the future of the Gurkhas. 
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C-E energy technology at work around the world. 


1. Engineering, construction and 
project management services for 
the petroleum, petrochemical, 
alternative fuel and other pro- 
cess industries. 

2. Fossil-fueled and nuclear 
steam supply systems and ser- 
vices for electric utilities and in- 
dustrial steam generating plants. 
3. Industrial materials and re- 
fractory products for steel, alumi- 
num and other metal industries, 
and automated equipment for 
metal casting. 


4. Equipment, products and 
services for onshore and offshore 
oil and gas exploration, produc- 
tion and production processing. 
5. Equipment, systems and 
services for electric utilities, 
pulp and paper and other pro- 
cess industries, and resource 
recovery systems. 

No other company has 
C-E's broad range of capabilities 
to help make the most effective 
use of the world's energy re- 
sources. For more information, 








including a listing of our offices 
around the world, write: 
Combustion Engineering, Inc., 
Dept. 7004-265, 900 Long 
Ridge Rd., Р.О. Box 9308, 
Stamford, CT, USA 06904. 


COMBUSTION 
ENGINEERING 


Energy Technology. Worldwide. 





Exporting is never easy. But with expert know what's happening in their market. 


back-up, and detailed knowledge of People whose local contacts give a 
your market, it can be made a little easier. balanced picture of market conditions. 
Barclays Bank can do that. Whose local introductions cut through red 
tape. Who can supply full local 
THE CORNERS OF THE EARTH. documentation. Who can give you the 





Barclays is a truly international network, details on local factors-like currency 
with over 5,300 branches across 84 countries. | regulations. And of course, who speak the 
Every one is staffed by people who really local language as well as yours. 


CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN: AUSTRALIA, CHIN 





THE CORNER OF THE STREET. assets of over US $95 billion (as at December 











But Barclays Bank’s international service 31, 1982) Barclays is second to none when it 
begins in your own country. Close at hand, comes to arranging export finance, and noted 
you'll find a branch that can give you the for particular expertise in the key areas of 
kind of world-wide picture that only comes foreign local currency finance. 
from having people on the ground in every So whatever your interest in exporting, 
corner of the earth. y an | m 3 А: 2 ` AX 4. J talk to Barclays first. 

And as you'd expect from a |. sb L—'-—-———J-—— ^ They'll help you come in 
world-wide bank with total [Mal e; = | from the cold. 





JI, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, VANUATU 
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THAT FOLLOW THE SUN. 
At the experimental solar power plant near 
Barstow, California, our design imitates 
nature. Just as sunflowers turn to follow the 
daily progress of the sun across the sky, 
1,800 giant mirrored panels (called heliostats) 
are programmed to tilt and turn to the ideal 
reflective angle for every minute of the day. They 
focus the suns rays оп a “power-tower” boiler, 
creating steam to generate electricity. 

Today, Solar One produces enough electric- 
ity for Southern California Edison to meet 
the requirements of a town of 6,000. Solar 100, 
a new plant ten times larger, is being planned. 
A plant of this size would save hundreds of 
thousands of barrels of oil every year. 

McDonnell Douglas design innova- 
tions would give Solar 100 heliostats 50% 
more reflective area (and increased power- 
generating capability) compared with 
those at Solar One. 

We're creating breakthroughs not only 
in energy but in aerospace, health care 
and information processing. 

We're McDonnell Douglas. 





HILTON INTERNATIONAL 


Quiet elegance. You'll find it here. From a room full of comforts to an 
attractive variety of places in which to dine and entertain. For twenty years 
in Asia/Pacific, we ve brought our guests a sense of timeless serenity. Share 
it when you stay with us in: 





BANGKOK (September) KUALA LUMPUR SINGAPORE 
HONG KONG MANILA TAIPEI 
JAKARTA SEOUL (July) TOKYO 


Call your travel agent, any Hilton International hotel, or Hilton Reservation Service: 
In Bangkok, call 2523622; Guam, 646-7912: Hong Kong, 5-233111; Jakarta, 583051-65; 
Kuala Lumpur, 422122; Manila, 597415; Okinawa, (09893) 5-3311; Osaka, (06) 341-6801; 
Seoul, 778-1351; Singapore, 7371900; Taipei, 331-5324; Tokyo, (03) 213-4053. 
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NP300*NP400 


Place your originals on the marks. 
Pick up your completed sets. And 
go. That's the Canon full-system 
high-speed copying approach. 

Our options make our high- 
speed desktop copiers even faster. 
Connect an automatic document feeder 


rate of 30 per minute*, while the NP 
400 produces an astounding 40 per 
minute* more than many bulky con- 
soles. If you add our paper deck you can 
make 2,000 copies nonstop without refilling. 

Both the NP300 and NP400 do well what 
they do fast. The NP300 features reduction to 


and you can load in a stack of originals for auto- save on filing and mailing costs, while the NP400 
matic alignment on the copyboard. Then let the sorter gives you two reduction ratios and even enlargement. 
collate your copies into multi-page sets, ready for dis- Both are loaded with the kind of electronic sophisti- 
tribution. And all of this happens fast, because our cation that will get you across the finish line first with 
copiers are fast. The NP300 can turn out copies at a great-looking copies. 


CANON INC. TOKYO, JAPAN For further information, please contact 1 


Hong Kong Jardine Marketing Services Ltd. P.O. Box 30748 Tel. 5-7909011 India Chowgule Industries Pte., Ltd Bombay Tel. 231182 Indonesia PT SAMAFITRO Jakarta Tel. 356621 Malaysia 
Guthrie Sendirian Bhd. (Guthrie Trading) Selangor Tel. 573344 Nepal Commercial Enterprise (P) Lid. P.O. Box 148 Kathmandu Tel. 21072 Pakistan Paramount Business Machines Ltd. Karachi 
Tel. 513830 Philippines Datagraphics Inc. Р.О. Box 1524 MCC Metro Manila Tel. 85-50-11 Singapore Canon Marketing Services Pte., Ltd. Tel. 273-5311 Sri Lanka Metropolitan Agencies Ltd 
Colombo Tel. 598706 Taiwan Ability Enterprise Co., Ltd. Taipei Tel. 5213366, Ability Business Machines Co., Ltd. Taipei Tel. 5314335 Thailand FMA Corp., Ltd. Bangkok Tel. 233-4245 American 
Samoa Micropac Systems Inc. P.O. Box 176 Pago Pago Tel. 633-4908 Australia Canon Copier Australia Pty., Ltd. Melbourne Tel. 201331 Fiji Islands Pacific Mercantile Co., Ltd. Р.О. Box 240 
Suva Tel. 31 Guam The Town House Р.О. Box 7 Agana Tel. 477-9721 New Caledonia Menard Freres Noumea Tel. 275222 New Zealand DRG Business Equipment, P.O. Box 5409 

30-800 P.O. Box 6130 Wellington Tel. 845-724 P.O. Box 22-513 Christchurch Tel. 60-869 Papua New Guinea The B.N.G. Trading Co., Ltd. P.O, Box 86 Port Moresby Tel. 212933 
Solomon Harvest Pacific Ltd. P.O. Box 517 Honiara Tel. 131 Tahiti Morgan-Vernex Р.О. Box 449 Papeete Tel. 2-03-09 Vanuatu Norman Bros (Overseas) Ltd. P.O. Box 557 Port Vila Tel. 2232 









Auckland Tel 


First class. 

International Treasury Management, Ltd. 

We are brand-new. But we have years of experience providing 
first-class global financial services. 

ITM Ltd. is a joint venture of The Hongkong and Shanghai 
Banking Corporation and Marine Midland Bank. We are here to 
help you manage your international financial exposures with broader 
and more in-depth services. 

To meet your world-wide requirements, only ITM Ltd. has 
coordinated and fully integrated offices operating in New York, 
London, Singapore, and Hong Kong—the world’s money centers. 

Our wider spectrum of information, advisory and transaction 
services, is tailored to the financial needs of international corporations 
and institutions. Our global services are designed for maximum 
flexibility to meet individual needs. So when financial challenges 
surface, you are provided with the appropriate solutions. 

An integral part of our services is our flexible computer software 
programs on 24-hour access via a satellite network. These data ser- 
vices encompass: foreign exchange rate forecasts and analysis for 21 
currencies; market reports with interpretations, updated six times a 
day from the major markets; and analysis of your foreign exchange 
contract portfolio. 

We are an organization with ideas. We offer corporate advisory 
and consulting services that specialize in exposure management, 
treasury systems development, training, and tactical/strategic 
hedging advice. 

Our innovative transaction techniques give you superior capa- 
bilities in long-term debt conversion, assessment, guarantees, 
and swaps. 

Because two leading financial institutions have combined as 
never before, you now can have a complete grasp of immediate 
economic and financial developments throughout the world. 

Our offices may be reached at the following telephone numbers: 
New York, (212) 440-5690; London, (01) 638-9411; Singapore, 
2240-333; Hong Kong, (5) 256145. 

International 
Treasury Management, Ltd. 
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FOUR FRENCH STARSAN T 


French "art de vivre" is appreciated all 
wer the world. With Air France Première 
'ou can enjoy that same French refinement 
vhatever your long-range destination 

Lying back in your extra-long and wide 
eat, the Air France Jet-Sleeper, you will be 


м vw 


ina First Class position to enjoy everything 
that Première has to offer. The charming and 
efficient cabin crew will first present you with 
champagne and cocktails. And with the mar- 
velous cuisine, discover the best French 
wines. Then, relaxing in your peaceful cabin, 


AIR FRANCE Z7 
FOR PREMIERE. 


enjoy the many other pleasures that your 


Premiére status entitles you to.On the ground, 


the Air France staff will insure your Premiére 
privileges, сече separate boarding and 
rapid luggage hand i pen next time you fly, 
look for the four French stars in the sky. 


8238. R.C. Paris B 682034475 





Ф THE t Peking | People's Daily pub- 
‘lished on April 9 a selection of poems by 
-politburo member Hu Qiaomu written 
"since last. Octobe 


nounced on April 
political asylum 
ith 


at it was granting 
hi ese tennis per 


cose to your 
ther: jm аге suc- 


ind raised you. 
nds erect, not 
aced. 


NOTHER. very Chinese reaction 
-occurred recently in Taipei, where the 
„popular director-general of the Govern- 


ment Information Office (GIO), James: 


| ‚ Soong, unable to go to Hollywood to at- 
presentations, was de- 


-the Legislative: 


swering criticism of expendi- 


presentation of Taiwan' s own film and 
TV awards, the Golden Horse and Gold- 
Soong said that TV and movies 

| еп invented by foreigners and 
Chinese stood to learn much from them 
сіп these areas. Anyway, more techni- 


-|. cians were being invited these days, 


, though the stars would still be asked. 
Soong hoped that the local media 
| would RAE more wholesome news and 


TO had no power ¢ over whati is printed 
the newspapers, and every time it 
"tried to raise film "and TV standards it 
was criticised’ for using heavy-handed 
"measures. Magazines were banned or 
confiscated, but the title of the offending 
‘article was always. specified. For this 
` reason, he said, it was not right to say 
с that no standards were applied when 
“such action was taken. 


Gb. BUT the Soong logic became truly 


yzantine when he denied that there was 

ап on the establishment of new news- 
зеї$ in Taiwan. It was, he admitted; 
licy not to consider any applica- 

tablish new newspapers at the 

к Thus, though no new 








newspapers could be set up 


possible for anyone Чо register new 


newspapers with the GIO. None of the 
new registrations аге, however, consi- 
dered or approved. Thus; he argued in 
true Catch 22 style, it was wrong to say 
that a ban existed. 

The reason why the GIO would not 
allow any new newspapers, he said, was 
to improve the quality of existing news- 
papers. 


€ CHINA'S official media are admit- . 
. ting that infanticide of girl babies is still a 


major problem: in some village the sur- 
vival rate for male babies is 26% higher 
than for little girls (REVIEW, Apr. 28). 
Apart from the peasants' desire for boys 
who work harder in the fields and carry 
on the family lineage, another pressure 
has been added — the official regula- 
tions which encourage one-child families 
and the positive measures to discourage 


‚тоге. But the Hongkong Standard's 
' headline stated the obvious: 





[Few girls survive infanticide | 


@ STRAPPED into an economy-class 
seat in a wide-bodied jet operated by one 
of the region’s more efficient airlines, I 
find few grounds to envy the pampered 
mortals up front in first class — at least, 
on a flight lasting only a few hours. The 





creation of a slightly superior service for 


those who pay full fare, as opposed to 
those who are flying cheaply on ехсш- 


‘sions or:package tours, is welcome, but 


the fringe benefits are often minimal. 
Occasionally, of course, one wishes 
that the revenue from a few rows of seats 
had been sacrificed in favour of a little 
more leg room. Or as.one spots the hos- 
tesses and their trolley 30 rows back 
down the aisles (a good word, for some 
of the larger jets are like flying cathed- 
rals) and realises that it will be at least 


‘half an hour before one gets one’s free 


drink (or can have access to one of the 
toilets, come to that), one's spirit of Spar- 
tan self-denial can weaken. But the dif- 
ference in price — and a first-class ticket 
can cost almost five times as much as ап 
economy seat — i$ usually more than 
enough to engender a willingness to for- 
feit the individually served meals, the at- 
tentions of the hostesses and the un- 
wanted little presents which are the 
perks of thé gilded few up front. 

e THERE is, however, one facility 
which I do envy the passengers who are 
ready to pay (or whose companies are) 
for first-class tickets: their snazzy, foam- 
lined earphones. At least nowadays the 
airlines no longer charge inordinate fees 
for the üse of the horrible little plastic 
tubes which masquerade as headsets in 


‘the economy section, The ones they give 


me never séem to mate properly with the 
output channels, and the music alter- 
ns and fades into inaudibil- 

en the channel selected 








pop. 

At some stage, I can ЕРЕ 
the little rubber earpiece will pai 
detach itself from the tube, thre 
ruptured eardrum, and will prov. 
tremely difficult to fit back on 
when everything, including. the vol 
control, works, it does not take 
fore the music being pumped 5 
into the auditory system begins tc 
one's skull feel like a combi 
and tweeter. | 

Despite such discomfort: 
ment aloft eases the borin 
often induces welcome 
ever, this churlish passer 
another complaint Persoi Пу, 
the channels offer 1. 


through his most hilarious топ 
is a click and a voice inte 
your captain speaking . . 

Tt either advises everyone 
seatbelts because clear-air tur 
expected or goes into a ch 
about where we are and how high, 
fast we are flying, when we expect t 
rive, what the weather is like and s 

‚ As he finishes, the orchestra comes 
back with two or three tantalising chord: 
or the recorded audience is heard slirk 
ing with laughter at the punchline. . 

Then there is another click and 
message is repeated in Japanese, then 
Mandarin, then in Cantonese, then 
Malay and so on. 

e I HAVE a suggestion: while the 
nouncements are being made, could по! 
a simple switch stop the entertat 
tapes, restarting them only whe 
messages are finished, so that Bee 
oven and the comedian can be hear 
complete, even if interrupted? 105 m 
good saying that one can always wa 
hear the passage round again beca 
even if one's ears could stand the strair 
just as the last movement is building u 
again or the comic is going into hi 
routine, there will be a click: *In 20 mi 
nutes we shall be beginning.our desce 

. Please hand in your headsets ... . 
€ ONE of the entries іп the Korea 9 
tion of Syme Media's Press and Mi 
Directory indicates that there is a job o 
portunity for somebody: 


AU 


KOREA PROOF READERS 
ASOCIATION, THE 
Press Center of Korea. 
31, 1-ка, Taepyung-ro, Chungk j 
tie 

Tek 724-2747. Est. 1975. President 
Kwang-wha Seo. 











kyo: During his 11-day visit to Asean 
untries, beginning on April.30, Prime 
nister Yasuhiro Nakasone intended to 
„to finish Japan's pending diplomatic 
d other business with the Five rather 
break new ground. This approach 
rasts with that of his two predecessors 
d reflects the Japanese Government's 
ention to consolidate earlier initiatives 
th Asean. | 
“His theme is not to implement new 
deas, but to carry out old ideas," said one 
apanese diplomat. "So. many projects re- 










































e minister Takeo Fukuda [1977] and 
е minister Zenko Suzuki [1981], and 
Kasone is trying to complete these.” 





ers than any grandiose schemes de- 
pned for dramatic efféct.. Resentment 
lingers in Asean capitals over the lack 
progress іп. implementing Fukuda’s 


jon. Similarly, Suzuki's emphasis on har- 
топу and development of human re- 
ources programmes remains an unfulfil- 
са pledge in the minds of some Asean of- 


These sentiments exist despite evidence 
thé Asean governments themselves 
e mainly responsible for their failure to 
igree оп what specific projects should be 
ncluded in either the US$1 billion pack- 
е or human-resoürces programme. 
Officials in Tokyo stress that the modest 
imbitions for Nakasone's visit do not sig- 
Гапу shift from Asean's priority in Ja- 
anese aid and trade. Some policymakers 
nk Asean at the top of théir govern- 
ment's development-assistance list, ahead 
Xf China and South Korea. Asean receives 
bout 35% of total Japanese foreign aid — 
he same proportion goes to the rest of 
ia, including China and South Korea. 
Nor does the-likely absence of major new 
policy overtures mean that domestic con- 
ns — such as aid ceilings resulting from 
ssive budget deficits — have diluted 
apan’s commitment to the region. 

During his visit, beginning on April 30 
n Jakarta and ending on May 10 in 
runei, Nakasone was planning to offer 
idditional financial assistance.to four. of 
“Asean nations. Singapore, with nearly 
J$$5,000 per capita income, does not re- 
ceive economic aid. The amounts have not 
yet been announced, leaving the prime 
“minister free to disclose publicly: Japan’ 5 
largesse at press conferences scheduled in 
each city. 


¿propose several trade liberalisation: steps 
that would affect Asean exports to Japan 
го such commodities as boneless chick 


ie theme of finishing unfinished busi-. 
hould be more palatable to Asean 


proposed USSI billion Japanese contribu- | 


The Japanese leader is alsa, „likely to ` 


Prime Minister Макавопе. will yl to fulfil commitments left 
ver from his prodecesnots during his 11-day Asean tour. 


n to be completed after the trips of | 





| 





palm oil and. bananas. Japanese officials 
accompanying the. premier will take pains 
to assure their Asean counterparts that 
the year-long series of market-opening 
measures, taken under pressure from the 
United States. and | the. European 
Economic Community, apply equally to 
Asean products.: 

Nakasone will also probably announce 
increased educational and cultural. ex- 
changes between Japan and Asean, which 
will include the funding for 750 Asean stu- 
dents to come to Japan. 

Each Southeast Asian nation has its 
own economic axe to grind with 


Nakasone. Indonesia, for example, hasal- 


ready formally requested that the Japan- 
ese Government-agree to buy a certain 
quantity of its crude oil. In the fiscal year 
that ended March 31, 15.2% of total Ja- 
panese oil purchases came from In- 
donesia, down from 15.8% the year be- 
fore. Jakarta wants Tokyo to agree to соп» 
tinue to buy around. 15% of its crude from 
Indonesian fields. 





Asean hopes depan 









dged d sword 


s visiting | prime minister will offer economic 


, X551 балв апа ¥15 billion 
ina special credit; Malaysia, Y40 billion 


plus ¥10 billion in Japanese Export-Im- 


port Bank credits, and in fiscal 1981, the 
Philippines received Y 50 billion. . | 
All the Asean. countries want -more. 

They noted with interest .Nakasone’s 
agreement in January with South Korean’ 
President Chun. Doo Hwan for Tokyo to: 
provide US$4. billion to Seoul over the 
next six years. A Japanese delegation re». 
cently returned from Seoul was unable to 
gain South Korean acceptance of their 
proposal of ¥41 billion in untied aid for. 
the past fiscal year. Because of prolonged 
negotiations, the two sides still have not 
agrced on aid amounts forthe year. Tokyo 
has offered. US$1.85 billion in overseas 
development assistance for the seven-year 
period beginning April 1, 1983, with the, 
remaining US$2.15 billion coming from 
export credit arrangements. Asean 
reasons that if Japan can offer that much 
to South Korea, its ties to Asean réquire 
similar disbursements. 


В“ economic cooperation, Naka- 
sone is expected to address the issue of 
Japanese defence policy. Philippine Presi- 
dent Ferdinand Marcos and some other 

Asean leaders have expressed public con- 
cern over J pan plans to defend sea lines 





aid and. assurances that Toto. will limit its defence Build-up 


By Susumu Awanohara ` 


Jakarta: Asean countries awaiting Japan- | 


ese Prime Minister Yasuhiro МаКазопе% 
regional tour, scheduled to begin on April 


accepted Tokyo's defence’ posture — at 
least at government level. But they were 
anxious for assurance that Japan would 
not escalate its defencé objectives, and 
some Asean leaders were likely to indicate 
that they would welcome defence-related 
economic cooperation from Japan: 

While Asean governments were aware 
of the financial constraints. placed on 
Tokyo, they hoped that Nakasone would 
demonstrate a political will to Help relieve 
their economic difficulties. The govern- 
ments also. welcome Tokyo's intention of 
boosting cultural exchanges. Asean’s in- 
creased self-confidence has réduced its 
fear of Japanese “cultural imperialism”, 


there is a. growing. desire to understand: 


Japan on its own terms and to adopt things 
Japanese for local benefit. 

It was clear that Nakasone would not 
come bearing massive economic largesse, 
nor make any major policy initiatives: 
Nevertheless his visit was generally ap- 


preciated by Asean’ governments. asa con- 


firmation that the: Te 





; eee i of in i сте messa; 


policy, In fact some Asean observers were 

happy that Nakasone would not bring pre- 
| sents “like Santa Claus" and that there are 
30, aireadv more or less ünderstood and | 


no burning issues in Asean-Japan rela- 


tions which cannot be resolved at the 


bureaucratic level. 

These.are signs of the maturity of 
Asean-Japan . relations: Asean leaders 
and Nakasone can now ‘exchange opin- 
ions, as they should, on wide- -ranging is- 
sues as statesmen, these observers say. 

Since taking « office Nakasone has appa- 
rently impressed Asean. leaders as a man 
of consistent views and a staunch pro- 
ponent.of Japan-United States defence 
cooperation. His earlier. reputation as a 

^weather-vane" and an ultra-nationalist 
had worried some. However, Asean is.not 
accustomed. to dealing with. a Japanese 


„prime minister who is forthright — par- 
| ticularly on the question of défence — and 


so. Nakasone's style will require getting 


{used to.. 


On the чег hand, ‘probably the ‘only 


way to make Japan's defence role | clear 









and acceptable to Asean i 


straightforward, an analyst here said. The 














Lee with Nakasone in Japan: quelling military concern 





of communication of up to 1,000 nautical 
miles from Tokyo. The prime minister 
earlier this year sought to quell such con- 
cerns when he met Prime Minister Lee 
Kuan Yew of Singapore and Malaysian 
Prime Minister Datuk Seri Mahathir 
Mohamad in Tokyo. 

“He will tell Asean leaders that with a 
view to our present constitution [which re- 
nounces war as an instrument of national 
policy], we will not become a military 
power that might threaten our neighbour- 
ing countries,” said one Japanese Govern- 
ment official. 

Other items on Nakasone’s diplomatic 
agenda include: Sino-Japanese relations; 
Soviet-Japanese relations; the question of 


marine and mining capabilities — but that 
these will have the objective of defending 
the Japanese homeland and seas im- 
mediately surrounding it. Japan will not 
defend Asean waters, nor will it provide 
military assistance to Asean. Basically 
these points are acceptable to Asean, the 
analyst said. 

In an interview in January, Singapore 
Prime Minister Lee Kuan Yew stated that 
as a member of “that generation that ex- 
perienced the invasion and occupation of 
the Japanese imperial forces,” he under- 
stood the misgivings expressed by Philip- 
pine President Ferdinand Marcos and In- 
donesian President Suharto about Japan's 
defence build-up. Lee went on: "The 
question in the next crisis is not whether 
Japan is going to repeat this conquest for a 
Greater East Asia Prosperity Sphere. 
Rather the question is whether the costs of 
securing the stability and security of the 
region can be carried solely by America." 
His conclusion: it is better to have Japan, 
as well as the US, countering China and 
the Soviet Union in the region. Lee did 
not forget the usual qualification. that 
Japan should not advance into Southeast 
Asia but should only strengthen its own 
defence, thus freeing US naval and air 
forces to deal with responsibilities further 
afield. 


ore recently Marcos has softened his 
tone against the Japanese build-up — 
generally accepting Japan's position. 
There is a feeling that initially he had used 
the issue only as a bargaining ploy. As for 
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Cambodia's sovereignty and Vietnam's 
role in the region and, possibly, the place 
of Asia in US-Soviet disarmament negoti- 
ations in Geneva. Tokyo is not expected 
to resume foreign aid to Vietnam because 
of Hanoi's military occupation of Cam- 
bodia. However the government is consid- 
ering emergency funding through interna- 
tional relief agencies that could be used by 
refugee camps along the Thai-Cambodian 
border. 

Analysts believe that Nakasone's out- 
spokenness and his political charisma 
could be welcomed by Asean leaders. But 
he must also avoid diplomatic gaffes that 
might occur if he departs from his care- 
fully drafted policy speeches. 


азн tap A ah ees st a comam мыс oe 


Indonesia, the influential Gen. Benny 
Murdani quietly visited Japan after Naka- 
sone took office to discuss security matters 
with Tokyo officials. Tokyo sources say 
Murdani understands and accepts the Ja- 
panese position, 

But there is still a residue of fear and 
suspicion of Japanese intentions in Asean 
countries; not only among the older gen- 
eration which experienced World War I, 
but also among young people. Also, some 
Asean governments are under strong 
domestic pressure to remain non-aligned, 
so they cannot be seen to be leaning to- 
wards Japan or defending Japan’s security 
policy, which is clearly directed against 
Moscow. Thus securing Asean govern- 
ments’ understanding on the security issue 
is по guarantee that Japan would not face 
strong opposition from non-government 
quarters. 

Asean governments realise that, like 
other countries, Japan is in recession and 
also is suffering from a serious fiscal crisis. 
But they strongly hoped that Nakasone 
would make favourable commitments in 
the areas of trade, investment and aid. 
The Japanese are aware that the visit is a 
great opportunity to show that they are a 
“friend in need.” Indonesia wants the Ja- 
panese to maintain purchases of oil and 
Thailand is hoping for a commitment to 
buy natural gas. All five countries are 
pressing for trade concessions on primary 
exports to Japan, including shrimp, 
pineapple, banana, chicken, palm oil and 
timber. 

The countries also wish to see a re- 





Hotel Shilla: 
A MEMORABLE 
EXCEPTION 


Known for its graciousness, Seoul's 
Hotel Shilla renders a traditional 
Korean ambience inspired by the 
renowned Shilla Dynasty. 

This splendid setting, just a short 
thirty-minute drive from the airport, 
offers the most beautiful wooded 
gardens in town, 738 luxurious suites 
and rooms, 13 elegant banquet 
rooms, international restaurants, and 
expert services tailored to the needs 
of the business man or woman and 
visitors who wish to enjoy a unique 
and charming experience. 

Above all, our guests return to us 
time after time because of our dedica- 
tion to personalized, attentive service 
which makes all the difference in 
the world. 


For Reservation: 

‘Hotel Shilla Representive Office «New York: (212) 
564-0718 (collect) •Токуо: (03) 586.7571 *Osaka: (06) 
271-7571 Odner Hotels Representatives Office «Hong 
Kong: (5) 262251 *Taipei: 5515933 Singapore: 2353474 
Bangkok; 2521181 HRI Office «USA. (except NY. State): 
800-223-1230 (toll free) *N Y. State: (212) 751-8915 (collect) 
*London: (01) 583-3050 eParis: (01) 079-0000 eFrankturt: 
(0611) 283345 eRiyadh: (01) 464-8411 eSydney: 233-8422 
Sao Paulo: (11) 251-5021 


= 
Kovel Shilla 


Seoul, Korea 
202,:2-Ga, Jangchung-Dong, Chung-Ku, Seoul, Korea 
Tel: 295-3111, 3121, 3131, 3141, Cable HOTELSHILLA 
СРО. Вох: 7000 Telex: SHILLA K24257, 24160 
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Associated with the Aok? Okura 
AIA HOTEL SV STEM 
JONMM A. TETLEY CO. Inc. 
Саух INTERNATIONAL ASSOCIATION 
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ia's Labor government fails to valley Peking’s с 


uspect is considerab 









оте observers i 
Japan to carry on with o 
uch as those made by fc 
er Zenko Suzuki in 1980 to: 
_Asean’s energy, agriculture, small indus- 
s and human resources. On the other 
and, Asean has not responded enthusias- 
ically to Japanese feelers on a US$1 bil- 
on programme to rehabilitate arid up- 
rade various existing industrial com- 
lexes. Given Asean’s and Japan's finan- 
ial situation, the idea is-original and 
rthy, but presumably Asean wants new 
projects: - 
Nakasone was intended to make cul- 
ural exchange — in the broadest sense — 
ci tral theme of his tour. Luminaries on 
oth sic les have long advocated a more 
ceted relationship between Asean 
n; some of them: from a security 





Ву Warwick Beutler — 
Canberra: Assurances by the new Labor 
‘government that any aid it might extend to 
Vietnam would be limited and earmarked 
strictly for humanitarian: purposes. failed 
to impress visiting Chinese Premier Zhao 
Ziyang, who repeated Peking's position 
that any aid to Vietnam only served to en- 
courage its aggression in Indochina. 
Both Australian Foreign Minister Bill 
Hayden and Prime Minister Bob Hawke 
have insisted that no final decision will be 
‘taken on the aid issue until consultations 
with China, Asean and the United States 
have been concluded, And they told Zhao 
‘on April 18 that if aid was: resumed it 
would be “humanitarian, modest and cer- 
tainly would not be anything which could 
in any way support or encourage the mili- 
tary effort of Vietnam.” 
Prior to February 1980, when aid was 
cut off because of Vietnam’s foray into 
Cambodia; Australia. provided no more 
than A$4 million (US$3.4 million) worth 
of assistance in any one year. And most of 
this went into small-scale projects such as 








































b venting conflict. Others think 

an expanded relationship would 

itself be rewarding. On.the whole both 
nments and the populace in Asean 

es are likely to welcome the cul- 

| eme, provided it is pursued wisely, 
ind as the Japanese must. now realise, the 
payoff in terms of goodwill will be ari 






NONRESIDENT ГАМ АМО || In discuss 
BUSINESS GRADUATE DEGREE . 
-.. PROGRAMS FOR THE 
ACCOMPLISHED INDIVIDUAL 


Columbia Pacific University, the larg- 
est nonresidential graduate university 
n the USA, has-been authorized by the 
State of California to. grant nonresi- 
nit JD (Int'l. Law) and advanced PhD 
grees (Law) and offer combined JD - 
and MBA or PhD (Business) -degree 
| programs through its School of Inter. 
` national Law & Business. - .. : 
Degrees are earned through a com- 
bination of full academic credit for life 
гапа work. experience and ‘completion 
‘of an independent study project and 
“correspondence assignments. . The 
time involved is shortened due to ac- 
celerated, self-paced learning... The 
cost range is $2,000-$5,000. 
° Columbia Pacific University is. at- 
tracting . accomplished individuals, 
members of the business and legal 
community desiring to` design their 
own projects, and receive academic 
acknowledgement ‘for their personal 
hievements. May I send you more in- 
ormation? - 


By Patrice de Beer 

Paris: The official visit French President 
Francois Mitterrand is: scheduled to 
make to China beginning on May 7 


dochinese problem — though the French 
leader would probably prefer it otherwise. 

Vietnam and Cambodia are at the fore- 
front of Peking's preoccupations, and 
France and China do not see eye to eye on 
this question — in particular with regard 
to the French policy of. providing 
economic aid to Vietnam and its sharp re- 
jection of the Khmer Rouge. 

The unexpected arrival in Paris on April 
23 of Prince Norodom Sihanouk, presi- 
dent of the anti-Vietnamese. Democratic 
Kampuchea coalition, is best understood 
in this context. Paris would like to em- 
phasise to China that despite its refusal to 
deal with the Khmer Rouge or recognise 
the coalition, it attaches great importance- 
to the prince and sympathises with his am- 
bition to create an independent Cam- 
bodia. This is obviously aimed at clearing 
the air following sharp Chinése criticism 
| of Foreign Minister Claude Cheysson's re- 
marks on Cambodia made during his trip 
-to Bangkok and Hanoi in March. 
After his arrival in Peking in mid-April, 
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| Law & Business. 
COLUMBIA PACIFIC 
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France at the end of May, after having 
ited Cambodia B 1 et 


:gance of Vietnam,” he said. 


: - E e ө - E | 
d's mission — 
Chinese officials, the French leader. 

will first have o clear the air on the Indochina issue 


is likely to be dominated by the In- 








Sihanouk had said he would come to. 


| over Canberra's possible resumption of grants to Vietnam 


schemes to help improve milk production. 


But China'simplacable opposition to even 
the-most meagre quantities of aid was de- 


monstrated by Zhao at a press conference 
at the end of his two days of talks in Can- 
berra. "It will inflate the aggressive г arro- 






The aid dilemma was foiste th 
Labor government by the party's Left, 
which had a resolution on the subject ap- 
proved in the dying hours of the: party's 
national conference last July, But party 
moderates and leftwingers alike reject the 
Asean concept that aid only encourages 
Vietnam to maintain its troops in Cam- 
bodia. Instead they see aid as a gesture 
which might help break the impasse and 
bring Hanoi closer to the negotiating 
table, while at the same time reducing its 
reliance on the Soviet Union. 

The Labor government's plan to re: 
sume aid to Vietnam implies that it sees 
Washington's and Peking's isolationist po- 
licy towards Hanoi as a failure. In his talks 
with Chinese Foreign Minister Wu Xue- 





















tourage announced that he was flying to 
Paris the following day for a week-long 
visit at Mitterrand's invitation. This deci- 
sion was clearly taken at very short notice. 

Normal relations with Vietnam do not 
mean that the Elysée Palace intends to 
play a "Vietnamese card.” Nor does it pre- 
vent France from adhering to United Na- 
tions resolutions on the withdrawal of 
Vietnamese troops from Cambodia and 
on the self-determination of the Khmer 
people. At the same time, Paris has few il- 
lusions on the possible implementation of 
UN resolutions and believes that no solu- 
tion can beachieved without the participa- 
tion of Vietnam. 

In inviting the prince to Paris, Mitter- 
rand. wishes to know "what my Chinese 
friends are thinking," said Sihanouk. He 
added. that if Chinese officials were 
pleased to see him officially welcomed in 
France, they were nevertheless worried 
that he might be influenced by the: moder- 
ate position of the Quai d'Orsay, the 
French Ministry of External Relations. He 
said that his visit would help to “counter- 
balance the influence of ушаш" їп 
Paris. 

. Mitterrand is the first Western 







state to grant an vant Mi to Sih: 






tion with Vietnam 

aggression in Camb 
Zhao's position | 

surprise to Au 

them was th 

heaping on t 

at his. news conference tha elations with 






| did startle 


i0 E t n to 
ennis star H 
the good re- 


to convey Peking’ 
of relations with W. 


prime minister, Gough Whitlam, estab- 
lished diplomatic relations with Peking. 
Не spoke of the "long-term needs" for 
large quantities of Australian com- 
modities. The only limit to vastly in- 
€reased trade, he said, was China's ability 
to pay. 


bodia, and the invitation to Sihanouk will 
serve to demonstrate, particularly to 
China, just where the French leader 
stands. Mitterrand, who considers himself 
a friend of China, intends to devote as 
much of his time as possible in Peking to 
bilateral and global questions. 

This is Mitterrand's third visit to China. 
In the early 1960s he published a book, La 
Chine vau Defi (China Challenged), in 
which he described his two-hour meeting 
with Mao Zedong. In February 1981, only 
three months before he became president, 
he returned to Peking and received a 
warm welcome. On that occasion, he 
stressed his views on French-Chinese rela- 
tions, saying: "France and China are two 
factors of equilibrium in the world. They 
must keep up fruitful relations." But he 
added: “France does not have to choose 
between Moscow and Peking . . . and Fr- 
ance must not arm China.” 

‚ Since then, relations have not been as 
good as expected, in particular after the 
case of Li Shuang, the Chinese painter 
who was sent to a labour camp because of 
her association with a French diplomat, in 
November 1981. 

It is too early to know if Li will be par- 
doned on the occasion of Mitterrand's 
visit. But Peking made a goodwill gesture 
at the beginning of April in releasing 
Raymond. Ratillon, a Roman Catholic 
layman of French and Chinese parentage 
^who was imprisoned in Shanghai in 1955 
after кы to condemn the local 






n Ве meets Chinese leaders, Mit- 
ill exchange views on North- 


and East-West relations. He will 


came as no 


the Chinese 









-|Dunera: a floating concentration camp. 


lready a best-seller, The Dunera 
Scandal, by distinguished Austra- 
lian author Cyril Pearl, is the first de- 
| tailed report of the expulsion to Austra- 
lia from England of 2.542 German and 
| Austrian internees (all men) in 1940 — 
later described by Winston Churchill as 
*a deplorable mistake." 

Most of the internees — many Jewish 
— were anti-Nazis who had sought 
sanctuary in England. Many had volun- 
teered there for service against Hitler's 
Germany. But on July 10, 1940, at Liver- 
pool, they were marched aboard HMT 
(“Hired Military Transport") Dunera, a 
12,615-ton trooper, with a normal maxi- 
mum capacity of 1,600, including crew. 
They came from various English camps, 
where many had been interned. as 
“friendly enemy aliens,” and had been 
told they were-going to Canada or the 
United States, where those who were 
married would be joined by their wives 
and children. 

But the vessel turned out to be a 
floating concentration camp. The inter- 
nees were stripped of their belongings, 
crammed below deck in prison condi- 
tions and then transported via Freetown 
(Sierra Leone), Takoradi (Ghana) and 
Cape Town (South Africa) to Australia, 
arriving in Sydney on September 6 — 57 
days after leaving Liverpool. Many were 
to remain behind barbed-wire in Austra- 
lian prison camps until the end of the 
war, though the British Government — 
rallying from the original error — tried 
vainly to get some released. 

As an Australian who was absent 
abroad in those years, I have only now 
learned with shame the full details of the 
scandal бот old mate Pears 
documented investigations. Perhaps not 
surprisingly, the British Government 
placed a 100-year ban on the relative 
files, and successive Australian govern- 
| ments have followed that lead. 

There was divided opinion in Austra- 
lia, where, Pearl stresses, “anti-Semitism 
and xenophobia lingered on." However, 
| on the bright side, it should be recalled 
that, as in England, many. Australians — 
| led by the Protestant bishop of Sydney 
. and including Roman Catholic leaders 
| and. parliamentary representatives — 
ged better treatment for the intérnees 



























. other former. internees, who still mee 


‘old times and to raise mon 
| the survivors,” he sz 






























































and gained permission for social 
to visit the camps and to shop for 
ternees. — 
Eventually, the anti-Nazi victi 
allowed to work on defence proje 
itially, the internees' many and varied ta 
lents were. wasted. But by 1943 con 
tions were relaxed even to the ext 
that a cast of more than 50 singers, 
cians and dancers delighted. Ме! 
audiences with Sergeant Snow Wh. 
happy-go-lucky musical revue of bad« 
and good new times.” 
Many of the internees were not ын 
Poets. — or versifiers: — wrote gi 
humoredly on life in.the inter 
camps. Pearl quotes one, (Oswald Vo 
mann): Par 












^ And here же are, without the means 
Of proving our case. ; 
Behind a strongly guarded fence 
In a forgotten place; 
We wait while the authorities 
Consider our release, 
Because we are His Majesty’ s 
Most loyal internees. 


By 1947, of the 2,542 internees 
ported on Dunera, 1,451 had been repat 
riated to England and 165 to other соџп 
tries, 13 had died, and the remainde 
913 — had (praise be!) been allowed t 
remain in Australia. “Most of those whi 
remained settled in Melbourne," Pear 
records, “where many married. Austra 
lian girls. A number have made signifi- 
cant.coóntributions to Australian cultui I 
and economic life." 

Meanwhile, Dunera served.in the Sic 
ily landings in July 1943 (which I tried t 
join — luckily, perhaps, vainly), too 
Occupation forces to Japan in 1945, № 
a troop-carrier until 1960, w 
an "education cruiser" and then 
and broken up in Spain. | 

Irwin Frenkel, who survived the Dun 
era shipment and became а success! 
businessman in Melbourne, organised iri: 
September 1972 a reunion of about 200 


regularly. “We..don't do.it-to revive: 
memories of how the British ill-treated 
us. We just get together with $ 

and families to. have an. earbas 
















clarify the position of a socialist-com- 
munist government with a pro-Western 
stand on strategic questions. He will also 
stress the importance of strengthening 
economic relations between France and 
China, in particular through transfers of 
technology. 

These questions were discussed very re- 
cently when Chen Muhua, China’s minis- 
iter for foreign economic relations and 
trade, visited Paris. The chief concern then 
was France’s hope of participating in con- 
Struction of a nuclear power plant in 
Guangdong province in association with 
British firms and with Hongkong’s China 
dh and Power Co. Paris is prepared to 
offer a soft loan for this project. 

The second item on the agenda was tele- 
communications. In offering important 
transfers of technology to the Chinese, 
France hopes to supersede International 
Telephone and Telegraph, the United 
States communications giant, and sign à 
contract of the magnitude of the Ffr 13.2 
billion (US$1.81 billion) agreement 
signed last year with India. Chinese Minis- 
ter of Telecommunications Wen Min- 
sheng is expected here soon. 

France is also interested in helping 
China modernise its railway network. 
Transport Minister Charles Fiterman, a 
communist, is in the Mitterrand delega- 
tion, together with Foreign Trade Minis- 
ter Edith Cresson. The two sides will also 
discuss the sale of French weapons, as the 
Chinese have long been interested in the 
Mirage 2000 short-range interceptor air- 
craft. There should be no question of sel- 
ling offensive weapons, however, nor of 
letting the Chinese purchase only a few 
samples. 

Indeed, the results of almost two de- 
cades of diplomatie relations, since Gen. 
Charles de Gaulle recognised China in 
1964, remain limited. Trade has not de- 
veloped as much as France would have 
hoped, in particular in recent years, and 
there are still misunderstandings to be 
settled. But it is a different matter for 
the French Communist Party, which has 
normalised its relations with Peking. It has 
sent three high-ranking delegations to 
China within a year and has just reopened, 
after more than 20 years, an office in Pe- 
king for its newspaper, L'Humanité. 
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Artillerymen in action on the border: no second lesson. 





А symbolic offensive 


China’s so-called counter-attack on its border with Vietnam 
aims at boosting morale among Southeast Asian allies 


By Nayan Chanda 

espite the sound and fury emanating 

from Peking and Hanoi about the 
Chinese so-called counter-attack along 
China's border with Vietnam, Peking's 
military move appears to be an exercise in 
symbolism — at worst a half-hearted at- 
tempt to sustain its credibility as a regional 
peacekeeper. 

Although journalists have not been al- 
lowed to visit either side of the border 
since the flare-up that started on April 16, 
reports from Western visitors to Lang Son 
on the Vietnamese side of the border and 
to Nanning and Kunming in China are 
strikingly similar: nothing much seems to 
be happening. "There is more rhetoric 
from China than action on the ground," 
was how one veteran observer summed up 
the situation. 

According to a Western military analyst 
familiar with current intelligence on the 
border situation, the Chinese initiated the 
action by firing 130mm and 152mm guns 
from bases set up along the border some 
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time ago. “They don’t seem to be attempt- 
ing to hit any particular target, just firing 
shells as far as they go. The purpose is 
purely to make a political point.” The 
Vietnamese have been returning the fire 
and, according to this analyst, may be 
sending more patrols along the border but 
nothing more. 

Having invaded Vietnam in 1979 in re- 
sponse to its occupation of Cambodia and 
having repeatedly warned Hanoi of a “sec- 
ond lesson” if it stepped up attacks against 
the Khmer resistance, China could not ig- 
nore Vietnam’s recent offensive along the 
Thai-Cambodia border. Peking’s failure 
to respond militarily would have eroded 
Thai confidence in China as a guarantor of 
its security, especially since Chinese chief 
of general staff Yang Dezhi’s personal as- 
surance was given in Bangkok in Feb- 
ruary. 

Predictably, China has justified its 
shelling of Vietnam (in which it claims to 
have killed 37 Vietnamese so far) by alleg- 
ing "intolerable" military provocations by 
Hanoi — to do otherwise would lay China 
open to international criticism. But in offi- 
cial statements and in press commen- 
taries, Peking nevertheless has left no 
doubt that its attack is meant as a punish- 
ment for Vietnam's operation against the 
Khmer resistance and its intrusion into 
Thailand. 

Chinese politburo member Li Xiannian 
clearly linked the development in Cam- 
bodia and the situation on the Sino-Viet- 
namese border by warning Hanoi late in 
April of bitter consequences if it con- 
tinued "threatening the security of China 
and the peace and stability of Southeast 
Asia." He specifically recalled China's 
support for Thai resistance to Vietnam in 
safeguarding its sovereignty and territo- 
rial integrity. “We will never stop our sup- 
port so long as Vietnam does not stop such 
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aggression,” ne said, adding that «nina 
will “resolutely fight against hegemonist 
aggression and expansion.” 

At the same time, China has taken care 
not to talk of another “lesson” that would 
call for a much more serious effort and 
would provoke incalculable сопѕе- 
quences. By ordering a limited military ac- 
tion against Vietnam well after the Hanoi 
offensive had come to a halt, China has 
also avoided a situation in which the suc- 
cess of its operation would have to be mea- 
sured in terms of a battlefield situation 
1,000 kms away. "China knows very well 
that short of another invasion of Vietnam, 
no action would make any differ- 
ence to Vietnam's military position in 
Cambodia," said a source close to official 
thinking in Peking. "It is just a symbolic 
act." 

Some analysts even detect a certain de- 
fensiveness in the way China has pre- 
sented what one Asean diplomat calls its 
"public relations war." While China has 
justified its "counter-attack" on Vietnam, 
the diplomat points out, it has been stres- 
sing its desire to normalise relations with 
Hanoi and its need for a peaceful environ- 
ment. “China obviously wants to impress 
Asean about its honourable intentions, all 
the while affirming its capacity to wield 
the stick," he said. 


Con in the Chinese media suggest 
that Peking's action may also have 
been intended to demonstrate its concern 
over evidence of a desire among the 
Asean countries to seek a dialogue with 
Vietnam, plus a softer French and Austra- 
lian approach on Cambodia. A Xinhua 
commentary two days before the military 
action poured scorn on the latest In- 
dochinese proposal for a partial with- 
drawal of Vietnamese troops from Cam- 
bodia in May and also the idea of a 
dialogue between Vietnam and Asean on 
an open agenda. (The latter idea was pub- 
licly. welcomed by Singapore, Malaysia 
and Indonesia before it was shelved dur- 
ing the recent meeting of Asean foreign 
ministers in Bangkok.) 

The image of the Khmer Rouge as the 
most dedicated fighters suffered some set- 
back during the latest Vietnamese offen- 
sive, (REVIEW, Apr. 14) and this, too, 
must worry China. Chinese Vice-Premier 
Wan Li pointedly said that the Cambodian 
resistance struggle was "bitter and prot- 
racted.", Li Xiannian also noted “com- 
plexities and difficulties" facing the resis- 
tance. In such a situation, China seems to 
need more than ever to dispel doubt about 
its strategy of bringing Vietnam to heel by 
multi-pronged pressure and its own deter- 
mination to carry on the fight. 

Behind the artillery barrage at the Viet- 
namese border and the tough talk, how- 
ever, China may have taken a quiet step 
back. Western analysts note that a stan- 
dard formulation — that the Chinese 
people support the "just struggle" of the 
Cambodian people — which was regularly 
made by China while receiving coalition 
leaders last year has been conspicuously 
absent from all recent pronouncements 
from Peking. 
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PHILIPPINES 


Trouble for a technocrat 


Prime Minister Cesar Virata comes under attack for his 
economic policies and the way these are implemented 


By Sheilah Ocampo-Kalfors and Guy Sacerdoti 


Manila: In a move which has made foreign 
Observers of the Philippines extremely 
nervous, President Ferdinand Marcos has 
allowed major politicians of his ruling 
Kilusang Bagong Lipunan (KBL) party 
free rein іп attacking a respected 
economic technocrat, Prime Minister 
Cesar Virata. Both in government and 
outside, political pundits are asking whe- 


| ther the onslaught against Virata, who is 


also finance minister, signals the end of his 
two-year tenure as Manila’s first prime 
minister, confirming the president's oft- 
repeated assertion that the post will be ro- 
tated on a regular basis. 

While debate so far has focused on Vi- 
rata, the political consequences may be 
further limitations on the prime minister's 
powers, along with a sharper differentia- 
tion between the cabinet and the theoreti- 
cally more powerful Executive Commit- 
tee, which Virata chairs. The move is also 
intended to increase consultation over 
economic policy so as to make difficult 
economic choices more acceptable. 

For the immediate future, at least, Vira- 
ta’s position appears to be secure. He de- 
parted on April 20 for Japan to discuss 
Prime Minister Yasuhiro Nakasone’s 
pending Asean trip. He went on to the 
United States, where he met Treasury Sec- 
retary Donald Regan and the managing 
director of the International Monetary 
Fund Jacques de Larosiére. Prior to this 
trip, Virata called on Marcos and asked 


- him whether he still had the president's 


mandate to continue with the tour. 
Sources here say Marcos responded affir- 
matively, telling Virata to proceed as 
usual. 

Since Virata was brought into the 
cabinet as finance minister in 1971, he has 
added “a sense of legitimacy," as one 
cabinet minister put it, to economic 
policies. Much as veteran Foreign Minis- 
ter Carlos Romulo adds political clout — 
even if often merely symbolic — to Philip- 
pine and Third World postures in interna- 
tional forums, so, too, does Virata's pre- 
sence as prime minister (since 1981) and 
chief economic policymaker add credibil- 
ity to government policies in the eyes of in- 
ternational financiers and investors. 

But Virata's aides say he would leave 
government if replaced as prime minister. 
And with major economic adjustments in 
train and tough short-term policies set to 
aid Manila's recession-ravaged economy 
(page 132), a change at the economic helm 
could easily send international lenders 
scurrying. One senior Japanese diplomat 
asked: “Without Virata, how can my gov- 
ernment continue to justify its lendings to 
the Philippines?" 

The attack on Virata, which has erupted 
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sporadically since he became prime minis- 
ter, started anew at a KBL party caucus on 
April 14 in which numerous national and 
regional leaders assaulted both economic 
policy and how it is determined. Not sur- 
prisingly, to many observers criticism ap- 
peared well-orchestrated. Sources attend- 
ing the caucus say the first salvo was 
launched by a provincial leader from 
Ilocos Norte, Marcos’ home province. 
After Marcos, who chaired the meetings, 
simply sat back and allowed the speakers 
to continue, these sources add, further 
criticism came from people such as: 

» Roberto Benedicto, a so-called Marcos 
crony, a sugar mogul and a KBL leader 
from the Visayas; 

» Labour Minister Blas Ople, from the 
Tagalog province of Bulacan in central 
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Virata: a fresh salvo. 


Luzon and long associated with more 
nationalistic political sentiments; 

» Assemblyman Emanuel Pelaez, vice- 
president in the early 1960s, who hails 
from Mindanao and represents pre-mar- 
tial law traditional politicians. 


hus, by the time the assorted tirades 

had finished, all major geographical 
areas had had their say, as well as most poli- 
tical tendencies within the KBL. Although 
other technocrats generally supportive of 
Virata's policies — such as Central Bank 
of the Philippines governor Jaime Laya 
and Trade and Industry Minister Roberto 
Ongpin — were in attendance, no one 
came to the prime minister's defence. 
Ongpin and others are part of a "technoc- 
ratic cabinet" that emerged when Virata 
took office as prime minister. Indeed, the 
attacks on Virata are viewed by some ob- 
servers as part of a larger campaign 
against the technocratic leadership waged 





Marcos. - | 
Three main criticisms of Virata were 
voiced. First is the oft-repeated charge 
that he is merely a pawn of the IMF and 
the World Bank and is selling the coun- 
try's economic "sovereignty" to primarily 
Western interests. Although argued with 
varied intensity throughout Virata's te- 
nure in government, the criticism has al- 
ways peaked when the economy is down 
and emergency financing from the IMF is 
needed. Relatively strict conditions are at- 
tached to these loans, normally requiring 
tough political decisions ranging from 
raising prices and reducing subsidies to 
slashing government spending. 

Soft-spoken and shy, Virata is a reluc- 
tant politician who stands firm on his own 
convictions yet refuses to fight back in any 
public arena, This is one of the reasons he 
was chosen by Marcos as prime minister. 
But it leaves him an open target for 
charges that he is *being used" whether by 
the IMF or by Marcos himself. Politically 
this remains his principal weakness. 

While Virata is highly respected within 
the IMF and World Bank, he has also ar- 
gued strongly against many of their 
policies. Recently approved IMF credits, 
for example, were expected to be signed 
last year but were delayed as negotiations 
on conditionality stretched over nearly 
nine months. 

The second argument against Virata is a 
criticism of how economic policy is deter- 
mined. Virata remains very much an 
economic overlord, and while he discusses 
issues and policies with Marcos at least 
every other day, according to top officials, 
when the talk shifts towards the economy, 
Marcos “does most of the listening." 

One cabinet minister complains that 
there should be greater consultation and 
compromise in deciding economic policy 
and that Virata, through both his shyness 
and his strong convictions, “avoids the 
pain of debate." But current fiscal stub- 
borness is also a criticism. Marcos' wife, 
Imelda, whose Ministry of Human Settle- 
ments has been called by some “a govern- 
ment within the government," had been 
angered recently, according to fiscal au- 
thorities, at Virata's refusal as cabinet 
head to allow the disbursal of government 
funds, even if already allocated in the 
budget. 

This was reportedly the most immediate 
reason for the attack against Virata. Dur- 
ing the April party caucus, some politi- 
cians reportedly complained that 
economic and financial decisions of the 
Executive Committee and the cabinet ap- 
peared to be based on the views of a few. 
Some decisions, a press statement said, 
represented “alterations, even reversals, 
of established national policies or govern- 
ment programmes without presidential 
approval.” 

Not being a politician, Virata has stayed 
clear of political debts and thus easily an- 
tagonises larger power brokers such as 
Mrs Marcos with his stern and parsimoni- 
ous economic rectitude. Virata does not 
make deals, and this grates sharply against 
the Filipino political grain. 
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A crying need 
to write down 
some LDC debt 


By Robert Valentine in Hongkong 

espite recent successful moves to avert a full-scale bank- 
D: crisis following Mexico's near-default last August, 

there is no doubt that debt rescheduling for less de- 
veloped countries (LDCs) remains a major issue. The level of 
such debt is daunting, particularly in relation to banks' capital 
resources; requests for rescheduling continue and the long- 
awaited world economic recovery is still by no means certain. At 
the same time, the turmoil surrounding world oil markets has 
raised doubts regarding the creditworthiness of certain oil pro- 
ducing debtors — notably Mexico, Venezuela and Nigeria — 
while much remains to be done to implement the solutions pro- 
posed to date, particularly in relation to pushing the recently 
agreed International Monetary Fund quota increases through 
the United States Congress. 

A look at the figures indicates the magnitude of the problem. 
According to the Bank for International Settlements (BIS), the 
total debt of LDCs is now in excess of US$600 billion, while debt 
servicing is close to US$200 billion per year. In Latin America 
alone, outstanding debt totals some US$210 billion while, in 
comparison, the equity capital of the world's top 100 banks is es- 
timated at US$160 billion. Total exposure of the nine largest US 
banks in Mexico, Brazil and Argentina was 137% of their com- 
bined capital resources as at mid- 1982. Recent candidates for re- 
scheduling included Mexico, Argentina, Brazil, Yugoslavia, 
Romania, Equador, Chile, Cuba and Uruguay with debt total- 
ling in excess of US$250 billion. Potential candidates standing 
on the sidelines include Venezuela (US$32 billion) and Peru 
(US$12 billion). 

The picture is grim but it should not be exaggerated. A great 
deal has already been accomplished to avert a crisis through un- 
precedented cooperation between banks, governments and in- 
ternational agencies and more will be achieved in the months 
ahead. At the same time, many banks continue to earn good 
profits — at least on paper — and regard the sovereign risk 
problem as superable. 

Bridging loans to Mexico and Brazil totalling more than US$3 
billion were provided by the BIS; the US Treasury chipped in 
with loans of US$3.2 billion and the IMF also promised a sub- 
stantial loans-package. In return for these inducements, com- 
mercial banks were prepared both to consider new bank loans 
and look at appropriate rescheduling requirements. Mexico has 
successfully raised from international banks the necessary US$5 
billion, while the Brazilian negotiations — covering new loans, 
refinancing and restoration of both trade credits and vital inter- 
bank credit lines, in a package totalling US$25.9 billion — ap- 
pear to be going well. 

Of course, these measures are short term in essence and can- 
not be repeated indefinitely even if the will were evident. There 
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is a limit to how far entities such as the BIS and the IMF can di- 
rectly intervene in such rescheduling matters, particularly when 
the loans may involve conditions that might become politically 
unacceptable in the country concerned, either in the short or 
long term. In addition, banks will remain reluctant to extend 
lending commitments to a severely stretched LDC simply be- 
cause they are told to do so by Big Brother; thus more perma- 
nent measures are required. 

A number of significant steps appears to have been taken to- 
wards this end at the meeting of the IMF interim committee in 
early February. First, in order to assist the IMF's long-term 
lending capacity, the fund’s quotas were increased in special 
drawing rights (SDRs) terms by just less than 50% from SDRs 
61 billion (US$66.8 billion) to SDRs 90 billion. Secondly, the 
general agreement to borrow was virtually trebled to SDRs 17 
billion from SDRs 6.4 billion and in addition this facility will be 
made available for the first time to LDCs to provide an interna- 
tional emergency fund. Finally, it was disclosed that the IMF 
was negotiating with the Saudi Arabian Monetary Authority for 
two substantial loans — possible of SDRs 4 billion. 


tional funding that will yield usable resources (countries 

provide more than half of their export quotas in their 
own currencies and these may be unusable), the IMF appears to 
have increased its new usable resources by about SDRs 30 bil- 
lion, bringing the total resources to SDRs 60 billion against 
SDRs 30 billion at the end of 1982. Of course, as indicated 
earlier, a number of hurdles remain — notably the ratification of 
these increases by the various governments concerned — and it 
is particularly evident that the US Congress may not be entirely 
sympathetic to approving their own share which totals US$9 bil- 
lion. However, a considerable measure of optimism exists that a 
resolution will somehow be found and recent events certainly 
appear to prove that the administration of President Ronald 
Reagan has moved a long way from the magic-of-the-market- 
place solutions so glibly expounded at the IMF meetings in 1981. 

Whatever emerges, it is unlikely in the light of these figures 
that the IMF can single-handedly shoulder the problem of the 
LDC's debt even with a little help from the banks. Clearly, other 
approaches to the problem are necessary and other events will 
have to take place before the overhanging burden of debt can be 
regarded as safely stabilised. The first of these events is, of 
course, the long-awaited world economic recovery. 

The present world recession hit the LDCs in two key areas; 
first, it depressed the price of their exports in markets which 
were themselves rapidly shrinking; and second, it imposed an in- 
tolerable burden of real interest-rate costs on their outstanding 
debt. As far as general world economic recovery is concerned, 
the situation now appears much more optimistic following 
favourable indications from the US in recent weeks. 

Certainly, Wall Street appears extremely hopeful and a recent 
clutch of economic indicators, ranging from factory orders to 
consumer-buying plans — plus the US Government's own index 
of leading economic indicators — are pointed firmly upwards. If 
such a reasonable recovery does, in fact, ensue, borrowers will 
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improve their position immeasurably and the banking world, 
with any luck, will return to reasonable levels of normality. If, 
however, stagflation continues, the prospects for a major world 
banking crisis are considerable. 

Omens also appear favourable on the interest-rate front, 
where the staggeringly high level of real interest rates — cur- 
rently double historical norms at some 6% per year — appear to 
be diminishing at long last. Given that every 1% reduction in in- 
terest rates benefits the developing countries as a whole by up to 
US$+4 billion per year, the necessity for a sharp reduction in in- 
terest rates to normal levels is quite clear. It is also evident that 
the Federal Reserve Board has perceived this necessity and is 
very much turning a blind eye to the money-supply targets that 
were so paramount last year. In any event, inflationary expecta- 
tions should continue to decline, given the vast overcapacity in 
US factories and the downward tendency in oil prices. 

Even if a smart economic recovery takes place from 1983 on- 
wards, the banks will still need to reassess their approach to both 
existing and new LDC debt. They can, of course, state that the 
original problem was not one of their making — arguing that it 
arose through the necessity to recycle large sums of money fol- 
lowing the 1973-74 oil-price rises. To put the matter in perspec- 
tive, many banks, at that time, were not particularly keen on in- 
ternational sovereign-risk lending. It had not been part of their 
historical development and they saw faults in the general con- 
cept of lending purely to support a country's balance of pay- 
ments. Nevertheless, as David Lomax of the National 
Westminster Bank pointed out recently: “Over time, given the 
pressure from the conventional wisdom, the substantial amount 
of business available, the profits that could be obtained and the 
herd instinct, most major banks became involved in lending to 
sovereign risks . . . and no central bank, international organisa- 
tion or government around the world emphasised any note of 
caution." Be that as it may — and the situation has certainly 
changed now — banks must take full responsibility for their own 
balance-sheets and assess how similar problems can be avoided 
in the future. 

As far as present debt is concerned, there appears to be a cry- 
ing need for a structured approach to the writing-down of this 
debt to the extent that such a drastic step is necessary. Some 
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-. Having tidied present. loan portfoli os, international 
banks will then. iive to look to improvements in future.ap- 
proaches to country-risk assessment. Many proposals have been 
developed in detail elsewhere, but it might be worthwhile listing 
| here some of the obvious improvements required. First, the 
. banks must look at the risk/reward ratio rather than simply fol- 
low the herd. Less responsibility must therefore be given to. mar- 
keting loans at all costs.and more attention must be paid:to the 
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importing countries — as-the producers plan ho 
handle a reduction in the volume of liftings, : à decr i 
ings and resultant: disequilibria in ‘their cu 
ances. 
era period of lesa than three years an enon 
m ‘an overall Opec surplus.of some US$100. billi 
icit of approximately US$18 billion in 1982, with а 
ent-account deficit of US$30 billion in. 1983, ha 









ow. bsorptive Arab. Opec countries of the Gulf n ; 
their per capita incomes ranking among the largest.in the world.. 
flate much effort has been expanded in these countries to de- 
rmine domestic and international implications of this reversal 
eir former trading surpluses. 

tis clear that аз а consequence of the continuing imbalance in 
ie supply-demand equation — with Opec production below 13 
million barrels a day reflecting a high level of price-elasticity — 
many hitherto booming economies are entering a period of chal- 
lenge as these countries face a decline in the pace of economic 
development through enforced. growth recession, with even 
nce-substantial surplus countries forced. to codtempinte 
budgetary deficits. 

Af it seems slightly inapposite to focus at this juncture on the 
increasing volume of capital flows from the Arab world into the 
countries of East.and Southeast Asia, nonetheless informed 
Opinion holds that this volume will certainly be sustained atre- 
cent levels and is very likely to continue. to increase for.the 
foreseeable future. 

ere;is a very high probability of: Arab disintermediation 
-passing traditional intermediaries) from traditional sources 
of investments as their liquid reserves are drawn down to meet 
udgetary requirements, This. explains why they had always 
ignored blandishments to increase investment yields at the cost 
f lower levels of liquidity and so retained a very short maturity 
profile for the majority of their monetary щука; - 4$ 

€ v 1 4 i : i$ e 

John Fi Finigat i is Senior Manager, New Issues and Marketable Secürities" ‘Depart- 
© mènt, the National Bank of Kuwait. He writes in à personal capacity: accordingly; 

_ the views expressed may not necessarily Mine those of ofany otet peron orang òr- 
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pected to be the primary sources 1а] 


| -by the publication of the recent 1 


possible to draw up a comprehei 


profit-and-loss account. Secondly, proposed country loans must 
be assessed on a cash-flow basis over.the forward-looking period 
of the loan, rather than trying to analyse past data on the basis of 


inappropriate or irrelevant indices. Will the loan be employed to 


increase productive capacity of the country concerned, or simply 
to increase consumption? Will the appropriately selected for- 


This disintermediation is likely: to. be most concentrated on 
their very large holdings of short-term financial assets held in 
major Organisation for Economic Cooperation and Develop- 

ment (OECD) countries. These were the first to enjoy the 
largesse of substantial Arab-world i xd ents-and can be ex- 
e process of invest- 
ment liquidation takes a firmer ho "E This view.is corroborated 
States Federal Reserve 
fhe volume.of deposits 
tries with major US 














Board figures showing a steep d 
placed by Middle East oil-expo 
banks in the final two quarters of 1982. 

However, when contemplating. the prospective impact of a 


| policy of realisation of investments, the:sheer size of interna- 
| - tional investments of Arab Opec member-states must be borne 


in mind. Arab investors — particularly those drawn from the 
public sector — are loath to court: |y publicity so itis almost im- 
| icture of the investments 
they own: beneficially.. Nonetheless, external investments of 
Saudi Arabia are believed to exceed US$150 billion, while 
Kuwait's are estimated to be around US$75 billion and those of 
the United Arab Emirates (UAE) at least US$35 billion. The re- 
serves of these three countries are thought to amount to over 
80% of investment surpluses of all Arab countries. Even when 
faced with declining secular interest rates, reserves of this mag- 
nitude provide a very healthy volume of investment income to 
offset declining export revenues. 

Arab capital flows into East and South Asia have in the recent 

past emanated from four principal sources: 
» Government and official agencies (the largest single source of 
investment). Principal capital flows from this sector have con- 
centrated on holdings of financial assets in the form of fixed in- 
come or equity investments. These have been built up in the 
more developed regional financial centres with particularly 
heavy emphasis on.Japan, most mature of the region's 
economies. In the latter years of the past decade and first years 
of the 1980s there was a very heavy flow of investment from 
Saudi Arabia, Kuwait and the UAE incombined response to the 
wish for further diversification from excessive dependence on 
dollar-based investments and protection from arbitrary adverse 
administrative embargos, as well as the opportunity to partici- 
pate in the more DN expanding economies of ше western 
Pacific rim. 

The three countries were: recently estimated to account for 
over 75% of the total overseas investment of US$25 billion in Ja- 
рапеѕе domestic bonds. Although the pace of such investment 
has slowed — and may even have reversed — these countries re 













































ward cash-flow projections indicate a clear ability to repay, even 
if there are international financial market upheavals from time 
to time? 

Forward-looking country-risk analysis must be based on the 
following factors: first, the proposed analysis must focus on the 
key issue — the ability year-by-year to repay — and other ratios 
should be used only as checks to ensure that special-country con- 
ditions are protected. Secondly, there should be no attempt to 
construct league tables based on subjective figures: the cash- 
flow analysis should be totally objective. Thirdly, it should be 
predictive rather than historical and should take account of fu- 
ture economic forecasts rather than past patterns of possibly ir- 
relevant economic behaviour. Finally, it should give some indi- 
cation of the economic risks of marginal borrowing — i.e. how 
close will a country move to its prudent limit if a new financing is 
contemplated. This would be far preferable to a vague risk as- 
sessment. 





non-Arab Opec states which are reported recently to have run 
down their holdings substantially. 

For the most part these official investment sources avoided 
publicity and exhibited no desire to acquire management influ- 
ence in entities in which they were investing. Even so, Arab gov- 
ernment interests have built up substantial holdings in a 
number of Japanese resource companies, electrical goods 
manufacturers, engineering companies and trading соп- 
glomerates. 


ublic-sector investments have also embraced the pro- 

perty sector through vehicles such as the Malaysia-Kuwait 

Investment Co., a joint venture with the Malaysian state- 
owned trading corporation Pernas. Here the Kuwait Govern- 
ment has a significant indirect holding through the interests of 
the Public Institution forSocial Security (16%) and the Kuwait 
Real Estate Investment Consortium (KREIC:32%), itself a 
joint venture between" private and government institutions. 
KREIC represents Kuwaiti interests with a 40% share-holding 
in the planned US$275 million International Petroleum Centre, 
a five-phase sky-city concept to be constructed in Singa- 
pore as a multinational joint venture also embracing the Jurong 
Town Corp. (40%) and major oil companies (20%). 
» Aid flows: in recent years leading Arab Opec countries have 
donated almost 5% of their collective gross domestic product in 
the form of aid or long-term soft loans. This is a proportion with- 
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More drastic remedies have been suggested (notably by Felix 
Rohatyn of Lazard Fréres). For example: the conversion of 
short-term LDC debt into long-term debt by arranging for an of- 
ficial body to buy such debts from the banks at a suitable dis- 
count in exchange for long-term bonds. This provides the twin 
benefits of a viable repayment period and a quantified loss for 
the banks. A more extreme approach is to convert outstanding 
debt into equity by, for example, the banks agreeing to give up 
their interest payments in favour of a proportion of a country's 
export earnings. The final solution is, of course, for the banks to 
be in some way bailed out by the governments (i.e. the tax- 
payers). For obvious reasons, this is a solution which everyone 
in international financial markets — borrowers and lenders alike 
— fervently hope will not be necessary. 





out comparison elsewhere in the 
world. In 1981 a total of over 
US$7.77 billion was donated of 
which US$800 million was directed 
to 52 projects in East Asia and South 
Pacific. In the final quarter of 1982 
alone, the six principal Arab Islamic 
and Opec aid agencies concluded 54 
financing and technical develop- 
ment assistance agreements with 29 
different less-developed countries 
for an aggregate of US$610 million. 
Asian countries received a total of 
US$127 million (20%) of those 
facilities disseminated among pro- 
jects in China (9%), Bangladesh 
(5.6%), Thailand (3.1%) as well as 
in Maldives and Sri Lanka. 

However, there seems little doubt 
that the pace of Arab aid flows can 
be expected to decline eventually as 
major providers of external aid re- 
spond individually to the challenge 
of reduced levels of incomes. 

» Commercial banks. The first di- 
rect indigenous banking links be- 
tween the Arab world and East Asia 
were established in the mid-1970s in 
Hongkong and Malaysia. Sub- 
sequently, financial links between 
the two regions developed modest! 
until they took off significantly in 1980 when many leading Arab 
banks laid their plans to establish direct representation in East 
Asia. The principal thrust of that expansion has focused on Sin- 
gapore where — through a combination of the established pat- 
terns of regional trade, the sound, helpful and welcoming at- 
titude of the Monetary Authority of Singapore (which remained 
constant even through a time of considerable internal turmoil) 
and a fiscal climate conducive to sustaining realistic rates of re- 
turn from particular market sectors which Arab banks wished to 
tap — the leading banks of most major Gulf countries are now 
represented. In contrast Hongkong, by setting its minimum ba- 
lance-sheet-size criteria for securing a branch licence at a level 
above that yet attained by most major Arab banks, can for the 
present be seen to have lost out to Singapore and, in the recent 
past, has only attracted the second echelon of Arab names 
to establish licensed or registered deposit-taking com- 
panies. 

As a group, Arab banks constitute the tastest-growing sector 
of the world's largest commercial banks with combined balance- 
sheets of banks in the six Gulf Cooperation Council member- 
states — UAE, Qatar, Oman, Kuwait, Saudi Arabia and Bah- 
rain — growing by 33% in the year to June 1982. This growth is 
reflected in their increasing role as arrangers and providers of 
syndicated credits and Euro-securities offerings. In 1981 nine 
Arab institutions were included among the top lead-managers of 
syndicated credits and seven institutions appeared among the 
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managers Euro-securities issues. Thesé achiever 
u 82 when, for the fifth consecu 
k capital resources into East Asia : 
to reach 16.7% of the aggregat 
S$10. 4 billion of publicised syndicated credit facilities lead- 
anaged by. Arab banks and financial institutions. 
nd their foothold in Singapore, Arab banks and financial 
s are.now represented in all. aspirant financial centres 
region except Bangkok and Taipei. Over a comparatively: 
period they have become a significant source of capital for 
th public and private sectors іп the region. They are, ingen- 
al, p: rticularly keen to develop direct business relationships 









Priv; te investors. This category of investor is generally 






of East and Southeast Asia only by following es- 





anks. 
y be limited justification for this. widely held fallacy: 
tive years as the benefits of Arabia'soil endowments 
И percolated through all strata of society, private-sector €x- 
al-investment interests seemed to follow a pattern estab- 
d by public-sector agencies and flowed first to established 
OECD countries, often taking the form of investments in prop- 
ty and financial assets. Е 
wever, consideration only of the most recent wave of pri- 
te-sector capital flows neglects the vital role which Arab mer- 
chants played in developing East Asia’s first international trade 
flows: the earliest recorded Arab interests are believed to have 
been the small colony of traders established in Canton on the 
rl River by the eighth century. According to contemporary 
ese sources, Arab merchants were already pre-eminent in 
the transport of goods between China and the Subcontinent. 
















ibsequently, these forefathers: of the modern merchants of 


аһа dominated the spice trade until the arrival in the region 
uropean navigators and traders; andi 
routes pioneered by early Arab merchant venturers that 





odern flows of private-sector сарнай ГА the Arab 
world into. East Asia are mainly directed towards in- 
vestments in tangible assets, industry or primary re- 
rees exploitation and development. The range of sectors into 
these resources have flowed is extremely diverse and em- 
aces domestic, commercial and industrial property and the 
juitous hotel developments; oil refining, timber extraction 
processing; palm-oil processing and cement manufacturing; 
rical-goods assembly, general trading, banking and finan- 
services and even utilities in the Philippines. 

rivate-sector Arab investors are uséd to the concept of exert- 
ing a degree of management control in their investment opera- 
ions commensurate with the size of their equity. They remain, 

general, extremely keen to secure opportunities in the more 
'undly based and dynamic economies of the region. They re- 
in a strong desire to diversify their range of interests across а 
ide geographical swathe so the (generally).enthusiastic public- 
ctor climate for attracting external investments into” Asean 
juntries is clearly a major incentive. Now it is inevitable that 
traordinarily high levels of growth — for many years the hall- 
ark of Arabia's domestic economies — can no longer be sus- 
ed, it is only to be expected that the private sector will.in- 
creasingly be attracted by opportunities overseas. 

_ The Arab world is well aware of the unique, favourable ele- 
ments which make East Asia the region best placed to face and 
surmount challenges of the remaining years of this century. 

These embrace the region's rich endowment of natural. re- 
sources; its higlily skilled and responsible labour forces; its fitely 
honed entrepreneurial spirit, including a. marvellous tactical 
alacrity in response to ever-changing market conditions; and 
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| һе growing number of exporters of Asian goods and ser- - 






б have discovered the potential inherent throughout - 


ways developed first by their governments and _ 
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government support for the concept of Buses and the ethos of 









By Robert Valentine in Hongkong 
S: far, 1983 has. not been a good year for the gold bugs. 





Prices have.obstinately refused to break the US$500 an oz 
barrier for any significant period of time and the market 


. has been severely battered by a number of major upsets — nota- 


bly the precipitous US$100 an oz drop in prices at the end of iss 
ruaty. 

Gold commenced 1983 at a level of US$450 an oz and rose 
steadily to reach US$508.50 an oz on both London fixes on Feb- 
ruary 1. However the metal's strength was short-lived and, after 
a high point of US$511.50 an oz on February 15, gold com- 


· тепсей a rapid downward spiral culminating in an extraordin- 


ary drop in prices from US$503 to US$408 an oz between Feb- 


" ruary 22 and 28. Overall, prices.at the time of writing are below 


their Беріппіпр-уеаг levels of US$450 an oz and the outlook is, 
at best, unclear. | 

With hindsight, the weak behaviour of gold prices is hardly 
surprising. With inflation falling rapidly wotldwide and deep de- 
pression evident in most major industria countries, there was 
little justification forforecasting a rising hd in prices. Indeed, 
such prophesies seemed to be based on the doomsday theory of 





“imminent international-banking: collapse (though why gold © 


should be of such particular benefit iw such a situation remains 


-uriclear). However, close cooperation between the Interna- 
|. tional Monetary Fund and major international banks — so evi- 


dent in recent months — put paid to a global economic Ar- 


|. mageddon — at least for the time being. 


An alternative attempt to prop up w rid gold prices was then 
related to the issue of emerging inflation in the United States. 
The Federal Reserve Board (The Fed), it was argued, appeared 
to be ignoring money-supply targets ina désperate attempt tore- 


flate. the US economy: and inflation would most likely be the re- 


sult. 

However, itis perfectly clear that ‘tie Fed is advancing very 
cautiously indeed on the money supply front, while the figures 
themselves have been heavily distorted by changes i in the US fi- 
nancial system and the slowdown in the rate at which money is 
circulating throughout the system. A final nail in gold’s coffin 
was the reduction in oil prices. This will clearly assist the de- 
flationary process and has naturally caused. a similar decline in 
the price of the precious metal. 

However, it would be unwise to deduce бой all this that gold 
prices will continue to drop. In the first. place, the basic supply- 
and-demand situation for 1983 holds out some promise in that 


, present prices should stimulate an advance in jewellery and in- 


dustrial use adequate to cover projected increases in produc- 
tion: 

Specificalty, non-communist mine production is likely to 
rise marginally to about 970 tons, while net sales from the com- 
munist bloc should rise to close to 300 tons from an estimated 
260 tons in 1982. The likely increase from 950 tons to 1,050.tons 
in jewellery and industrial demand will therefore тоге than 
offset these increased supplies. Overall, much depends on the.’ 
third component of supply: net sales from official reserves, And,’ 
as indicated below, distress selling due to current economic pro- 
blems could increase substantially, to say, 50 tons. Even then, 
however, the balancing i item — net change in private holdings — 
will drop to a necessary 50 tons in 1983 from ап estimated 100 
tons in 1982. This, in turn, means that any significant re vival i in 
investment demand could push rices sharply higher. 
Miseni at the broader em. 
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агу disaster. Both seem very unlikely 
-economic disaster looks less thi 
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This meeting essentially doubled 
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ing system should continue to diminish as the year pro- 







шеа economic recovery and the ability of governments to. 


cerned, the best that can be said is that falling interest 
diminish the cost of holding gold. It will hardly be suffi- 
| prices; Last but not least, the prospect of dis- 
n untries trying to compensate for oil re- 
t any substantial rise in prices. 
rall, therefore, prospects for a substantial revival in in- 
tment demand do not appear to be bright in the shorter term; 
€ tight world supply-and-demand situation, 
псе to sell just in case disaster strikes in 


, should hold prices at or near current levels. It is significant . 


physical investment demand in East Asia — a most reliable 
meter in past years — tends to show a rather sudden revival 
vels of between US$400 and US$425 an oz, while levels 
US$450 an oz prompt substantial sales. As always, this as- 
nt by Asian investors would appear to be a reasonably ac- 
curate forecast of prices for the months ahead. 

* Turning to regional markets, Hongkong, as usual, led the 
d with a daily turnover of approximately US$750 million in its 
omestic and international gold markets. The Chinese Gold and 
ilver Exchange continues to dominate dealings, with the loco 
ndon market coming a close second. Physical markets remain 
ive, with total gold imports into Hongkong amounting to 









SLAMIC BANKING 


ou name it — 
chairs, oil, nuts, 
even steam buses 


By Jeffrey Segal in Kuala Lumpur 
n three months’ time, Southeast Asia’s newest and most un- 
usual commercial bank opens for business on the ground 
floor of a government- -owned office building in Kuala Lum- 
pur. The newcomer's name is Bank Islam Malaysia (BIM) and it 
will бе: ће. first bank east of Pakistan to offer pious Muslims 
banking services untainted by. interest, which the Koran ex- 
pressly forbids. By the second half of 1986, every state in the 
Malaysian federation will be served by a branch of BIM. Whole 
sections of the community, which until now have shunned banks 
on religious grounds, will finally be offered an acceptable and 
rofessionally managed place for their growing cash. in- 
comes. = 




























“mail, claims that large numbers of the country's 7 million Mus- 








ings with any of Malaysia's 38 existing ‹ commercial banks despite 


at Bank Bumiputra, will use a conventional bank to deposit their 
. ash but will refuse to take interest earned. à 
i мош to Halim, BIM isthe product of 20 years, of debate 


| _ markets. Imp 





able to the IMF. First, by i increasing the fond's quotas by 5096, 

the і ational emergency fund - 
reement to borrow) and | 
$28 billion in the kitty and ihe strains on the international | 
SSÉS — always assuming, of course, a measure of long- | 


MF proposals in their own political arenas. As far as infla- < 

















BIM's managing director, Oxford-eduicated Abdul Halim Is- = 
ims, particularly those іп rural areas, still refuse {0 һауе deal- -- 


the rapid extension of their branch networks into even the re ^ 
motest kampungs. Others, says Halim, a former chief economist . 
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achieving a level of 15 ton 
physical metal in Sing 
markets continued to 
strongly that more regulation of these markets would be intro- 
duced in 1983. Following a clamp-down on a number of specula- 
_tive trading houses last September, the Monetary Authority of 

apore announced that all gold traders would be required to 

join the Gold Exchange of Singapore and those not qualifying 
would have to cease trading. This does not mean that loco Lon- 
don trading will be brought under the direct control of the gold 
exchange; however it does ensure that any organisatio) that 
wishes to indulge in loco London trading in Singapore | m 
approved for membership of the exchange. 




























apan was somewhat of a disappointment in 1982, follow- 

ing very high expectations that entry of Japanese banks into 

the gold-trading arena in April 1982 would stimulate de- 
mand. About 55 tons were imported in March 1982 in prepara- 
tion for this event, the much-heralded buying boom failed 
“to materialise with the result that stocks took some time to 
clear. Overall, Japan: had imported 138 tons of gold up to 
November 1982 — compared with 167 tons in the same period 
in 1981 — while it appears unlikely that demand will. really 
emerge in Japan until the gold price falls to the magic. 33,000 
per gram level (equivalent to US$390 per oz at a ¥: US$ rate 
of 240). 
Australian gold markets continued to be constrained by 
domestic exchange controls which preclude this key regional pri- 
mary producer — with projected production in 1983 of about 30 
tons — from adopting a leadership role in the Asia/Pacific re- 
gion. However, lively bidding cont at the weekly auctions 












































on the question of interest among village people, religious scho- 
lars, political parties and academics. But the first formal call to 
set ир ап Islamic bank here did not come until the Bumiputra 
Economic Congress held in 1980. Bumiputras are the country's 
Muslim Malays and other indigenous peoples. 

Other initiatives. soon followed. Ex-prime minister Tunku 
Abdul Rahman won support for the idea from the Saudi Ara- 
bian royal family and a private-sector study group was set up 
here. Resolutions сате from. Malaysia’s National University 
and from two state governments. The Muslim Pilgrims’ Fund 
and Management Board — known here as Luth — began doing 
some deeper research. 

Meanwhile, the system was gaining ground in Middle Eastern 
countries and in just six years from 1975, Islamic banks were 
founded in nine Arab countries and in Pakistan. The Malaysian 
Government had taken part in international forums on Islamic 
banking since the beginning of the. 1970s, but it was not until 
Datuk Seri Mahathir Mohamad became prime minister in July 
1981 that ány concrete steps were taken. Mahathir immediately 
set up a 13-man steering committee to look into the viability of 
an Islamic bank for Malaysia. The committee's report was 
handed over 11 months later and accepted by the cabinet soon 
afterwards. Laws were quickly passed and the necessary mea- 
sures taken to get BIM going by July this year. 

After years of prevarication by the government, the sudden 
and rapid implementation inevitably raised claims that the 
whole affair was.a political exercise. The government, it was 
said, was trying to steal the support base of the increasingly pow- 
erful Muslim fundamentalist movement by presenting itself as 
equally Islami 
the radicat Is 
| government 





















Mahathir co-opted the former leader of Abim, 
c youth movement, Anwar Ibrahim, into the 
deputy minister and proposals for various Is- 

gan to be made. These include an insurance 









African liquid gold: world monetary disaster and inflation would suit the price. 





of the Gold Producers Association and hedge sales of the major 
mining companies continue to expand. An embryo loco London 
market with actual delivery in Sydney appears to be developing 
and this could further develop domestic arbitrage opportunities 
— particularly given the recent gyrations in the Australian dol- 
lar. 

Gold-futures markets throughout the region had another de- 


out at the evils of gambling and alcohol and strengthened the 
powers of the religious courts: and of course they have cam- 
paigned on their record at the hustings. In two recent by-elec- 
tions in Malay-dominated areas, the government's candidates 
and spokesmen successfully used BIM's formation and other Is- 
lamic institutions to increase its majorities against the fun- 
damentalist Party Islam. 

It is government agencies, too, which will be holding all BIM's 
M$100 million (US$43.38 million) equity. The federal govern- 
ment will take a 30% share, Luth will have 10% and Perkim, the 
Muslim welfare association, another 5%. The exact distribution 
of the remaining 55% is still being worked out, though the broad 
outlines have been agreed. The 13 different state religious coun- 
cils will own a combined 25% of the paid-up capital, while other 
state-level religious bodies will have 10% between them. These 
could be Islamic foundations, departments that collect the zakat 
tithe, or the bait-ul-mal — religious treasuries holding gifts or 
deeds from individual Muslims. Another 10% will be taken up 
by federal corporations like the Armed Forces Provident Fund 
and the Federal Land Development Authority, with the balance 
going to other bumiputra groups like the various public-sector 
cooperatives. 


tion against interest or riba: *Allah has permitted trade 

and forbidden usury,” says the holy book. “Those who 
repeat the offence-are companions of the fire. They will abide 
therein forever." 

In place of interest, Islam puts forward the principle of sharing 
profits and losses, which an Islamic bank or other business can 
carry out in four ways: 

» Mudharabah, a system whereby a source of finance provides 
all capital for a project and, without taking any management 
role, splits the profits with the businessman along agreed lines. 
» Murabahan, which entails selling goods at a retail price suffi- 


А t the heart of BIM’s operations will be the Когапісіпјипс- 
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pressing year in 1982, with the 
latest new entrant, Tokyo, 
exhibiting the now normal pat- 
tern of low and lacklustre trad- 
ing. Singapore did achieve 
some measure of success with 
its kerb market, which contri- 
buted to a doubling of turnover 
to 8 million oz on the Gold Ex- 
change of Singapore in 1982. 
Recent indications show con- 
tinued improvement — 1.7 mil- 
lion oz in January 1983 alone — 
and there are hopes that turn- 
over will double again in 1983. 
Gold turnover on the Hong- 
kong Commodity Exchange, 
however, was disappointing 
with daily average figures fall- 
ing as low as 25 lots of 100 oz 
each — less than 10% of Singa- 
pore's level. But this might be 
seen to constitute an opportu- 
nity rather than a problem and 
efforts will no doubt continue 
to stimulate its development. 
The principal benefit of such 
markets is their well-regulated 
structure — unlike the wilder 
speculative fringe — and this characteristic is very appealing to 
both the authorities concerned and individual investors. At the 
same time, the major problems remain: that futures markets are 
much less flexible than loco London markets and that major 
banks offering loco London services are perfectly capable of ap- 
plying their own strict credit and regulatory framework to their 
more substantial clients. 





cient to cover the cost of purchase and an agreed profit margin. 
» Musharakah, by which both entrepreneur and financier share 
decision-making and profits — a full joint venture. 

» Wadiah, permitting the owner of an asset to deposit it with 
another party which can then make use of it with the original 
owner's consent. 

BIM's normal banking activities — deposit taking and invest- 
ment funding — will be governed by these precepts. Current ac- 
counts, which customers will be able to open with a minimum 
M$500, will neither offer interest nor a share in the bank's pro- 
fits. Savings accounts of M$10 and over will not, strictly speak- 
ing, offer profit-sharing but will be entitled to receive gifts from 
the bank according to the principle of wadiah. Investment ac- 
counts will earn the holder money from mudharabah in two 
ways. Either by a share of profits (and losses) from the bank's 
pool of investments in the case of general investment deposits, 
which will be for fixed periods of three months and above, or by 
income from specific areas of business in the case of special in- 
vestment accounts, which corporations are more likely to open. 

The authorities have had to create a new category of govern- 
ment security for BIM's own short-term investments, since the 
interest-bearing treasury bills and other government paper 
which conventional banks subscribe to are, by definition, haram 
(forbidden). These so-called investment certificates, which will 
be issued on tap in multiples of M$10,000, will instead pay a di- 
vidend after a maturity period of one year or more. 

Medium- and long-term investments for BIM will fall in four 
principal areas: 

e It will fund fixed capital needs like plant and machinery, 

buildings or land on the basis of mudharabah, murababag э, 
musharakah. ФА Rae GRE а FER 
e 1: will finance equipment purchases, - either through 
murabahah or using a form of leasing known as bai'muajjal (de- 
ferred sales). 

€ BIM will finance a company's inventory in the same ways that 
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it might meet its capital requirements, bearing the entire risk 
until the point of sale. 

e It will offer bridging or end-finance for property purchases, 
either by buying a property and reselling it to the purchaser by 
instalments (with an agreed profit margin), or by charging the 
purchaser an assumed rental value, which again includes a profit 
for the bank. 

Beyond that, BIM is likely to offer a wide variety of alterna- 
tive investment services, some of which come into areas nor- 
mally reserved for merchant banks — like trade finance, export 
credit facilities and even corporate portfolio management. Since 
the principle of profit- and loss-sharing will inevitably require 
BIM to be more a business partner than merely a source of 
funds, its memorandum of association allows it to undertake an 
extraordinarily diverse range of commercial activities: from re- 
pairing furniture to exploring for oil, from planting coconuts to 
manufacturing steam-powered omnibuses. 

Halim stresses, though, that BIM will “plan its activities with 
prudence" and exercise great caution at the outset, venturing 
only into low-risk areas. The process of vetting investment pro- 
posals will be far more crucial for BIM than for a traditional 
commercial bank since, under mudharabah for example, all pro- 
ject losses would be shouldered by the bank alone. 

Halim points out, too, that the current weakness of the Mus- 
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Islamic banking is for them: Muslim students in Kuala Lumpur. 





lim-owned business sector in Malaysia will mean that corporate 
clients will make up a smaller proportion of total deposits than 
normał — perhaps 20% as against some 30% in conventional 
banks. Government agencies will probably account for the stan- 
dard 40% , while individual depositors will increase their weight- 
ing correspondingly. 


dividuals. In the first place, he says, there will be no 
competition allowed from any other Islamic bank for at 
least 10 years. In the second place, the kind of depositors which 
BIM will be reaching out to do not even place their money with 
other institutions aimed specifically at Muslim savers, like Luth 
itself or the Amanah Saham Nasional — a bumiputra unit trust 
scheme that has paid out 10% dividends plus bonuses in each of 
its first two years of existence. Commercial banks' fears that 
somehow BIM will draw away their deposits are said to be 
groundless. " 
There is, however, one potential pitfall in relying so heavily 
on individual customers. As Ibrahim put in recently, there is a 
misconception that because BIM does not charge interest, itis a 
“charitable institution that gives aid" to Malays. Other govern- 
ment-backed bumiputra financial bodies like Bank Rakyat and 
the Mara Trust Agency have suffered greatly from the failure of 
borrowers to repay loans in the past. Halim is adamant that BIM 
will operate commercially, though. “It has to take on its own 
overheads and pay a fair return to shareholders," he insists.'A 
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He sees few problems in attracting funds from: in- 












publicity campaign now under way on TV and radio is designed 
to explain the bank’s operations to potential clients, particularly 
in rural areas. “The moment you explain fully, they appreciate 
its meaning and significance,” he says. 

The overall scale of BIM’s deposits will depend on support the 
bank gains from other sectors, too — from non-Muslim Malay- 
sians (in particular) and from overseas investors especially in the 
Middle East. A Saudi Arabian Islamic bank has already an- 
nounced that it will go into joint ventures with its Malaysian 
counterpart. “ 

By the standards of other Malaysian commercial banks, 
though, BIM's scale of operations is likely to be modest. Its 
proposed 14 branches — one in Kuala Lumpur and one each in 
the 13 state capitals — are not expected to secure deposits of 
more than M$1-2 billion altogether. This would place it well be- 
hind Bank Bumiputra (M$13 billion currently), Malayan Bank- 
ing (MSS billion) and United Malayan Banking Corp. (M$3 bil- 
lion). BIM's M$100 million equity would make it the country's 
third largest bank in terms of capital and reserves but, under 
Malaysian capital-adequacy regulations, would also limit it to 
maximum assets of M$2.5 billion. Even then, Halim says, that 
figure would not be reached for a long time. Five other Malay- 
sian-incorporated banks have assets standing at more than 
M$2.5 billion at present. 

Curiously, the steering committee failed to conduct a proper 
feasibility study on BIM during its 11 months of deliberations. 
Instead, it sent members to look at Islamic banks in Egypt and 
Sudan and studied In- 
is ternational Monetary 
SIC а: eae Fund data on others. 
d From this, the report 

= а says, “the committee 
< 40 ‚ КЩ] concluded that the es- 
n » Бч | tablishment of Bank 
;ndslam Malaysia would 
rizbe a viable project from 
_.the operations and pro- 
b-fit point of view.” Halim 
1:5ауѕ the reason for this 
i unusual procedure was 
, that there were no re- 
devant data available in 
Malaysia to use in mak- 
ing profit estimates. He 
nfdihimselfis cautious about 
„the bank's. likely. pro- 
fitability. “One of the 
reasons why sharehold- 
ing is not open to indi- 
viduals at the beginning," he says, "is that we feel that the institu- 
tions could shoulder low returns which individuals could not." 

Implementation of all the report's recommendations is going 
ahead repidly. An Islamic Banking Bill, modelled on the 1973 
Banking Act, was passed by the Malaysian Parliament's lower 
house in December and by the upper house a month later. The 
company was registered on March 1 and a banking licence appli- 
cation made in early April. The bank's headquarters and Kuala 
Lumpur branch will open at the Pernas Building in July, fol- 
lowed by the 13 other planned branches within three years. The 
first of the regional outlets to be set up will be in Kuala 
Trengganu, followed by Kota Baru and Alor Star. 

The bulk of the 50 staff needed for tlie head office operation 
and the 25 required in the capital's branch have already been 
hired or at least given firm offers: 19 %епіог staff have been 
named, including the heads of the bank's six divisions, the six 
heads of department and four would-be branch managers. Most 
senior men come from either Bank Bumiputra or various gov- 
ernment agencies. All 19 are practising Muslims, including of 
course the shariah (religious) coordinator, a Syrian-trained 
former Arabic teacher whose job it will be to liaise between the 
Management and Religious Supervisory Council, a body made 
up of between three and seven Muslim scholars on two-year re- 
tainers who will oversee the bank's operations to ensure they do 
not offend shariah (religious) law. Non-Muslims will be included 
among the clerical staff, but initially will only be recruited as 
graduate trainees for managerial positions. 
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in the world's time zone 


By Andrew Liddell in Tokyo 


apanese banking has existed in a rigid mould since World 

War II. But in recent years there has been increasing pres- 

sure on that mould as a result of the change in the Japanese 
economy from a very high rate of growth to a more modest rate if 
not stagnation; the liberalisation of interest rates and the im- 
pact of international business. The mould of Japanese banking 
was set largely under the influence of the United States. Banks 
and related financial institutions were segregated according to 
particular roles in accordance with US practice. 

Before World War II, Japanese banking had been modelled 
more upon the European system — notably the British — and 
Japanese banks undertook a general business: banking, trustee 
and securities. Separation of the functions of the banks was 
achieved partly by administrative guidance, partly by legisla- 
tion. The old banking law was enacted in 1927 and has only just 
been revised by the Banking Law of 1981. Apart from minor 
concessions to banks in respect of securities business — a lick 
and a promise, in fact — the new banking law, which came into 
force on April 1, 1982, did little more than give statutory effect 
to what had been obtained before under administrative gui- 
dance. The role of so-called ordinary banks is defined and 
foreign banks, which had been treated as exceptional cases, not 
to say anomalies, were given statutory recognition as ordinary 
banks. i 

The business of ordinary banks is the acceptance of deposits, 
including savings deposits, making monetary loans or discounts, 
or engaging in foreign-exchange transactions. Ancillary busi- 
ness, which is permitted to ordinary banks, is also defined and 
circumscribed. Trust Banks also are classified as ordinary banks 
but trust business is conducted under the law concerning ordi- 
nary banks' concurrent management of savings banks or trust 
operations of 1943; and by administrative guidance trust banks 
are enjoined to concentrate on trust business. The securities and 
exchange law of 1948 excluded all banks from the business of 
underwriting and distribution of securities in Japan, an activity 
reserved to the securíties companies. The Bank of Tokyo (BoT) 
(successor to the old Yokohama Specie Bank) was classified as a 
specialised foreign exchange bank. In return for certain 
privileges, notably the right to issue debentures, it was to con- 
centrate its activities on foreign-banking business. In a domestic 
economy hungry for capital after the war but with a weak finan- 
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INVESTMENT TRENDS 


(¥ billion) Sept. 1982 Sept. 1981 


Securities companies bond-based 


investment trust funds. Jumbo 8,220 


5 years, withdrawable under penalty after 1 year. 


*1.160 * 16.496 


Medium-term Government Bond 


Funds +290 


30 days, withdrawable thereafter at 24 hours notice. 


Trust banks investment trust 


funds. Big 6,670 +1,400 


5 years, fixed. 


Total Deposits: 
Banks 

13 city banks 

63 regional banks 
Individual deposits 
Postal savings 


Source: Oriental Economist, 


+8,719.2 
*6.235.6 
0 


44,750.0 


cial structure of the corporate sector, long-term credit banks 
were created as special financial intermediaries under the long- 
term credit law of 1952. 

They fund themselves by the issue of debentures and provide 
long-term capital to corporations. Other financial institutions 
with special roles to play are mutual banks, cooperative banks 
and the post offices. 

The domestic banking system was isolated from external in- 
fluences by a strict exchange control under the foreign exch 
and foreign trade control law of 1949 (which also defined the 
BoT's role). The foreign exchange control law was profoundly 
modified by the foreign exchange control order of 1980 (which 
came into effect in December 1980). The new-found freedom in 
foreign business has been a most important factor in the recent 
developments of the Japanese banking system. 


ed by the control of interest rates. The temporary interest 

rate adjustment law of 1947 established the statutory 
mechanism for the control of deposit and lending rates of banks 
and other financial institutions. Interest on postal savings is 
separately determined by the postal savings law. Long-term cre- 
dit banks and trust banks voluntarily conform their interest 
rates. Competition for resources was therefore restricted to the 
provision of services to depositors through branch-banking net- 
works. Specialist banks without extensive branch networks — 
the long-term credit banks and the BoT — had access to re- 
sources through the issue of debentures. Trust banks had trust 
funds. Lending opportunities were a function more of corporate 
connections (cross shareholdings, group linkage or regional as- 
sociation) than of commercial competition. 


T he institutional mould of Japanese banking was reinforc- 


Even foreign banks, which had neither branch networks nor | 


thé right to issue debentures, nor corporate connections, found 
a profitable niche. The appetite for capital of Japanese corpora- 
tions exceeded the resources of the domestic banks and, with a 
balance-of-trade deficit, the authorities permitted and encour- 
aged borrowing in foreign currencies — impact loans. Exchange 
control excluded the Japanese banks from this activity, leaving 
the field clear for foreign banks. The banking mould was com- 
fortable for all. 

The 1970s changed that. The much slower growth rate follow- 
ing the oil shocks resulted in a change in the funding require- 
ments respectively of the corporate and government sectors of 
the economy. Slower growth meant less call for outside funds by 
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ational product in 1973 to 3.5% of G mi 
or funds by the government (whose financing needs conversely 
doubled over the same period from 4% of GNP to;more than 
\%). Corporate treasurers, with unaccustome 
came conscious of investment opportunities and competitive in- 
st rates. The gavernment, endeavouring to meet growing ex- 
: resorted increasingly to 
' teluctance into the portfolios of 
As "sul the growth rate of the banks’ domestic 
ing has declined. To make matters worse, the banks’ swell- 
rtfolios of government bonds suffered losses as bond-in- 
sst rates rose from 1978 to 1980, involving significant write- 

The banks’ profit-and-loss accounts suffered accordingly. 

curities companies, in contrast, strengthened their position 
corporate finance. They were able to offer their corporate 
ents money-market instruments for the investment of their li- 
resources. The stockmarket was comparatively buoyant. 
derwriters and distributors of government securities, they 
ned fees on the government's funding issues without having 
k the loans or incur the carrying costs and eon ийат 
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f pre-tax recurring profits for the fiscal years 1978-80, pushing 
he banks down the line. - З 
ot unnaturally, banks аге now pressing for the restoration 
of equal rights with the securities companies in the domestic 
curities business: so far, without success. The new banking 
will allow. banks to: underwrite and to distribute govern- 
ment securities as from.some date during 1983. There is some 
mplication that one day they may also be allowed to under- 
write and distribute corporate securities in Japan. Meanwhile, 









offshore. 

: Since 1978 there has been progressive liberalisation of i interest 
ates applicable to money-market instruments and government 
nds. The government is faced with a conundrum in the pro- 
pene of interest-rate: liberalisation. The Treasury needs to 

nd the deficit by selling large quantities of bonds and this has 
astened liberalisation d brought concessions tolenders inthe 
But the Treasury wishes 
can. The кш of Fi- 














| i 3 as custodian of the banks is 
concerned to protect the weaker institutions,. the regional 
- banks. It is also concerned for the money supply. 


Japan is under pressure from other countries to open up its. 
domestic markets more fully to foreign products and manufac- 


iquidity, be- | 











he war between banks and securities companies is being fought 


would bring addi 
centre. It would be 










apple cart of interest ra ely low yen in- 
terest rates attract foreign bo: en sell yen, tending 
to increase yen interest rates and wea n-exchange rates — 
exactly the reverse of the desired trend. Consequently, the gov- 
ernment has followed an on-again-off-again policy towards 
foreign borrowers. In May 1982, the MoF announced significant 


opening of financial markets to foreign borrowers, but in Oc- 





tober, it back-tracked. 


Potential foreign lenders also have frustrations. Japanese 
branch offices of foreign banks are still restricted by administra- . 
tive guidance on the amount of yen which each can bring into 
Japan by borrowing from their other offices (Euroyen) or by 
swap transactions in the foreign- exchange market. On the Ja- 
panese money market the minimum amount of a negotiable cer- 
tificate of deposit permitted is Y 500 million (US$12 million) — 
too large a sum for the normal refinancing requirements of all 
but the largest foreign banks. Without a branch network and 
without the right to issue debentures (a ptivilege that they are 
pressing for — unavailingly) the Japan branch offices of foreign 
banks are hobbled. With the falling away of their impact-loan 
business, foreign banks exist by picking up expensive funds in 
the money market and re-lending cheaply to seekers of marginal 
funds. Their business is of low profitability. The MoF would be- 
more comfortable if foreign banks were prospering. 


posit markets: competitive ratesi the money market will 
tempt depositors out of deposits and into money-market 
instruments. Since 1981, Japanese.securities companies have 


4 liberalised money market can endanger the protected de- ' 


| been permitted to introduce versions of money-market funds 


based upon investment in Japanese Government bonds. These 
are of two types: 
» five-year bonds, which may. be redeemed after one year, , sub- 


ject to penalty. Hane fan): which currently, about 


9.2% a year; 





Trust banks have эы, suit a introducing five-year, unre- 
deemable funds (Big) which have an estimated yield of 9.6% a 
year. These rates compare with a yield of 2% on banks’ savings 
accounts up to three months, 6% on deposits of two years or 
more. During the course of the past year there was a rapid 
growth of these money-market funds at the expense of bank sav- 
ings and deposit accounts and the postal-savings accounts. In the 
US, money-market funds drained resources from US savings 
and loan societies and regional banks, upset the deposit struc- 
ture and distorted efforts to control the monetary aggregates, 
leading eventually to a relaxation of ceilings on savings and de- 
posit rates; and a free-for-all in interest rates. The BoJ has taken 
the US lesson to heart and is reluctant to proceed swiftly with 
further liberalisation of the financial markets. It is thought that 
regional banks would not be able to survive without unified low 
and uncompetitive interest rates: : 

`: The Treasury, too is sensitive to the deposit rates, because of 


the effect on postal savings, an important source of funding, 


which have caused some curious contortions over the past 12 
months. Postal savings Me tax c mption on the interest on 


savings are thus an import ) 

triguingly there are more postal savings a со ns ош a entire 
population of Japan. The government's 

ed into being a fictional birth rate, A 

force ортаа 
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Eurobanks or international merchant banks (consortium ba 
with experienced partners, or formed partnerships among the: 
selves to share the risk. Consortium banks and foreign si 
sidiaries had the advantage of operating largel йоу һе е: 
ambit of Japanese exchange control (apart from 
required to make the initial investment). This Pies t that m 
banks could deal without restriction in the foreign-exchange and — 
foreign-currency deposit- dealing markets, could participate in - 
foreign-currency loans and deal in foreign securities. Japanese. 
banks themselves and their overseas branches were subject to. 
the exchange control act which severely limited their freedom: of 
action: X 
In 1980, the new foreign exchange and capital control i] 
changed all that. While retaining the exchange control 
1982** framework; in case one day it might need to be reimposed in a 
Note: Discount bank debentures, convertible bonds, pubic debt subscribed by Trust Fund Bureau are excluded. hurry, it made exceptions of all normal commercial transactions, 
‘Source: The Bond Underwriters Association of Japan so that no licence is required; and all normal capital transac- - 
tions, so that no prior notification is required. Specifically, : 
(Since February 1, limited marketing of zero-coupon bonds has | thorised foreign exchange banks (the majority of banks) are en- _ 
been sanctioned again, because of the much stronger yen ex- | titled to take open dealing positions in foreign currency. E 
change rate.) The major Japanese banks hastened to take advantage of the - 
Liberalisation of the domestic money markets islikely to pro- | new-found freedom. They piled on foreign assets to the extent 
ceed in stops and starts. The squeeze on profits of the banks at | that 30% of the assets of city banks is in foreign-currency аб 5 
home turned their attention to international business. During | counts and 40% of their income is accounted for by foreign-c 
the 1960s Japanese city banks and long term-credit banks | rency transactions: long-term credit banks did likewise. Trust. 3 
opened offices abroad, in the US and in other main financial | banks became significant participants in medium-term, fo Зе ж 
centres of the world. The BoT, of course, already had an exten- | currency lending as did the mutual life-assurance > companies. AS 
sive international network. The banks’ motive for establishing | yet the regional banks have little participation in internation 
offices abroad initially was to follow their customers into inter- | business, other than as passive participants in куле 
national markets. They also gained a foothold in the interna- | foreign-currency loans, usually funded at a premium by Jap 
tional money markets'and gained experience in bond dealing | ese syndication managers. And this has its dangers. 
and syndicated medium-term lending as practised in the Euro Exchange-control freedom was also enjoyed by the corporate 
and Asiadollar markets. sector, with the reservation that open positions and speculative 
Initially; in many cases, they participated in joint-venture transactions are not automatically approved. Japanese corpo "S 
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'- tions took advantage of the new freedom for diversification of 
their sources of funas, for employment of their liquidity and for 
_ investment purposes. For many years after the war, corporate fi- 
. smance was a matter of corporations begging for funds from the 
—. only available source — the banks. With the change in cir- 
| . cumstances and strengthening of corporate balance-sheets, cor- 
= porate finance has become a series of services to corporations. 
` „On the liabilities side, the services cover: 
-* Equity issues on the Japanese stockmarket or on foreign mar- 
` kets, notably the New York market. 
. # Long-term debt flotations or placements on Japanese or 
. foreign markets. 
» Long-term debt or convertible issues on the Euro- or Asian- 
currency markets. 
» Syndicated medium-term loans on the domestic market or on 
` the Euro- or Asian-currency markets. \ 
. > Concessional finance from national export-credit agencies. 
. v» Tax-efficient finance through leasing. 
—. .. On the asset side, the services include: 
. » Japanese money-market instruments, negotiable certificates 
: of deposit, gensaki (repurchase of government bonds) transac- 
; > Euro- or Asian-currency deposits or certificates of deposit 
. and bonds. 
— > Foreign exchange services. 
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tions, bonds or securities. 


| Мах. | 
1275 
11.822 
1372 


Call rate 
Gensaki 
NCD rate 


In the battle between banks and securities companies to pro- 
| vide these services, the securities companies appear at present to 
. have the edge on the home front. But in the international 

sphere, the positions are reversed. Itis banks which have greater 

_ experience, better penetration of the markets and better-known 

names. Although banks have been able to establish themselves 

_ in the international securities markets, the securities companies 

have not been able to establish themselves firmly in the interna- 

| tional credit markets. Indeed, because of the separation of se- 

.curities business from banking business in Japan and the US, the 

.. Bank of England has been loath to give permission for either Ja- 

NS е or US securities companies to establish banking offices in 
, - London. . 


But because of the general banking tradition in Europe, there 
has been no inhibition on US or Japanese banks from establish- 
ing themselves in the securities markets, either directly or 

through merchant- or investment-banking subsidiaries. Some 

Japanese banks have been extremely successful in international 

business. It is noteworthy that Sumitomo Bank resumed its posi- 
tion at the top of the league table of pre-tax recurring profits for 
fiscal 1981, followed by Fuji Bank. Nomura Securities has drop- 
ped to eighth position. 

There are, however, dangers in international business. Free- 
dom to take speculative positions is also freedom to get the posi- 
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| | tion wrong and lose money. A spectacular example of losses on 
| fo ita up trading was the loss of ¥9.7 billion announced 
by Dai-Ichi Kangyo last autumn. — ih, 
Another danger springs from international lending. Japanese 


banks have, on the whole, been conservative in their lending, re- 
stricting themselves mainly to lending to national governments, 
parastatal organisations or international institutions, conven- 
tionally regarded as undoubted borrowers. Furthermore, under 
administrative guidance from the MoF, city banks have been re- 
stricted to a ratio of 20%, the long-term credit banks of 30%, of 
capital for long-term loans to any one country. In view of its spe- 
cial role, the BoT's ratio was 40%. However, the prolonged de- 
pression and high interest rates have thrown some developing 
and East European countries — Poland, Mexico, Brazil, Argen- 
tina, Chile, Zaire and Nigeria, for example — into financial dif- 
ficulties. Total overseas lending by Japanese banks is currently 
estimated to be US$120 billion; of which US$32 billion is to 
countries in difficulties. The MoF has now agreed that banks will 
be permitted to accumulate between 2.5-5% of their total over- 
seas loan portfolios as a bad-debt reserve (though not tax deduct- 
ible) to cover potential unrecoverable debts. (There is reluc- 
tance to allow specific write-offs, or name names, for diplomatic 
reasons.) Recently, the MoF has had to relax its guidelines on 
lending ceilings in order to allow Japanese banks to participate, 
as responsible banks, in orderly international-rescue operations 
for countries in difficulties. The banks’ profit-and-loss accounts 
for the year ending this March will reflect these problems. Em- 
barrassingly, some regional banks will suffer from participations 
taken on trust from their city- 
bank confreres. 

A topic of controversy at pre- 
sent is the question of introduc- 
ing an offshore-banking market 
in Tokyo, Many countries have 
drawn, great economic advan- 
tage from fostering offshore fi- 
nancial markets. London is.an 
elegant, model. Luxembourg, 
Singapore, Hongkong and the 
Caribbean have all found an ad- 
vantageous role. New York 
(and other US cities), having 
lost out for many years, has now 
permitted international bank- 
ing facilities in an endeavour to 
recapture its share of interna- 
tional business. Should Tokyo 
follow suit? 

The question is intimately 
tied up with the liberalisation 
of interest rates and the line-up 
&wwowr»^-1- of parties is much the same. 
The major Japanese banks are in favour, because it will enable 
them to offer more corporate financial services within Japan to 
the discomfort of the securities companies. Foreign banks are in 
favour, in the hope of increasing the business of their Japan 
branch offices. The МОЕ is, reputedly, whole-heartedly in 
favour, because it sees the move as easing foreign criticism: as an 
opening of markets, without adverse side effects. The BoJ is 
solidly opposed. It sees an offshore market in Tokyo spilling 
over into its own tender preserves. Free trading in yen financial 
instruments will remove yen interest rates from its influence, 
upset the deposit-rate structure and put the regional banks in 
peril. Free trading in yen exchange will vitiate its efforts to con- 
trol the money supply. Japan's fragile economy will be open to 
buffeting by the winds of international finance. 

No doubt the arguments will swing back and forth, whether 
such a market should be soto-soto (limited to operations exter- 
nally in external currencies) or uchi-soto (including yen transac- 
tions). But, in a year or two an offshore banking market will 
probably be allowed. Tokyo, situated geographically in the 
morning of the world's time zone, with the second economy of 
the world as its hinterland, provides as ideal location for an in- 
ternational financial market. The land of the rising sun ought to 
m its place as the early riser of the international financial mar 
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For trade finance service that includes 
an expert in almost every major port, 


look to Bank of America. 





Offices and experts in more 
places than most other banks. 

When it comes to international 
trade, there's just no substitute for 
knowing the territory. And Bank of 
America, with its 90-nation banking 
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experts in more countries than 
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ends of your trade transactions. 
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process them fast. And they pro- 
vide extra protection against risk 
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Bankers’ acceptances cut the 
cost of financing trade. 

Besides supporting your trans- 
actions with letters of credit, we can 
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The principle 
of having an 


offshore market 


By Hikaru Kerns in Tokyo 
е absence of an offshore banking facility is often cited as 
one reason Tokyo cannot be called an international 
financial centre. In January this year a draft plan for estab- 
lishing such a facility was proposed by Takashi Hosomi, a former 
Ministry of Finance (MoF) official and currently head of the 
Overseas Economic Cooperation Fund. Hosomi is critical of the 
Bank of Japan (BoJ), the central bank, and to a lesser extent of 
МОЕ for delaying acceptance of the 
idea of offshore banking in Tokyo. 
Hosomi was chairman of the 
Offshore Banking Survey Mission 





that visited various offshore and in- |? & ^^ 1 7 ж 
ternational financial centres in the |- mm 
world last year. The mission included KAS 
top executives of 23 financial institu- з s wh oe 


tions and officials of the BoJ and 
MoF. Although it did not publish a 
clear recommendation, the mission 
brought back a view of offshore bank- 
ing that put government regulators 
on the defensive. 

Hosomi is now quite outspoken 
about the issue, apparently after hav- 
ing his draft plan temporarily put on 
the shelf by the government: “Why 
shouldn't Tokyo have an offshore 
market?", he asks with visible an- 
noyance. “Liberalisation is inevitable 
because of the interdependence be- 
tween the world's three large finan- 
cial centres — New York, London 
and Tokyo." 

Hosomi says that the government 
has no particular objection to his 
draft plan. It is the principle of 
having an offshore market that is 
the core of the discussions. Hosomi 
adds that an offshore market could be 
a "showcase of free financial transac- 
tions" which could go far towards 
changing the image of Japan as a 
closed and regulated capital market. 

Government regulators wish to delay the creation of an 
offshore market for nearly the same reasons that they are slow to 
lift controls on interest rates. Indeed many expect the two forms 
of liberalisation to occur as related developments. Hosomi adds 
that the government has the same attitude towards offshore 
banking that it has had towards the liberalisation of the agricul- 
tural and industrial sectors: it is loath to let go of its powers and is 
protective of the most vulnerable factors within its regulatory 
areas, 

One government fear is the potential for leakage of external 
funds into the domestic market. International funds have been 
subject to wide fluctuations in price and movement. Until now 
Japan has been in the bywaters of international trends because 
of regulations — especially those governing interest rates and 
borrowing conditions — that have moderated foreign influ- 
ences. 

Hosomi points out, as did the report of his fact-finding group, 
that other offshore centres such as New York have not 
experienced significant leakage. He dismisses other tem- 
porising arguments such as the desirability of waiting for an 
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economic recovery. “There is no linkage" between the issue of 
an offshore facility and an economic recovery, he says, “though 


they (the government) may say so." Hosomi says liberalisation 
has usually been initiated from the outside, as with imports, but 
in this case foreigners are not putting much pressure on the 
Japanese Government because they can do offshore bank- 
ing business elsewhere. Apparent exceptions are foreign bank- 
ing executives resident in Tokyo. They are naturally eager 
to expand business in the geographical area of their responsi- 
bility. 

Domestically, the idea of an offshore-banking centre has been 
supported by large banks, while the smaller regional banks have 
been against it for fear that any kind of liberalisation will ulti- 
mately affect the protected interest-rate structure they now 
enjoy. Already large banks regularly conduct offshore-banking 
transactions in New York and London and less so in Singapore 
and Hongkong. They could do the same business in their head, 
offices and diminish administrative costs and, perhaps as impor- 
tant, lessen problems in communica- 
tion, It is believed that foreigners will 
quickly recognise Tokyo as an 
offshore centre because of its political 
stability, its advanced infrastructure 
and geographical location com- 
plementary to London and New 
York. 

Hosomi's draft plan is not a 
wholesale adoption of foreign 
models. Envisioning the eventual 
integration of the offshore and 
domestic market, Hosomi recom- 
mends, for instance, that corporate 
and business tax breaks on offshore- 
banking income should not be given. 
It is also a relatively modest plan in its 
initial stages. Essentially it regards 
the offshore centre as a form of over- 
seas branch offices of Japanese finan- 
cial institutions. Even here there are 
initial precautions against offshore 
transactions affecting the domestic 
market. For the time being negoti- 
able certificates of deposit and bank- 
ers’ acceptance issues would be pro- 
hibited as well as the maintenance of 
yen settlement accounts. However, 
offshore or international-banking- 
facility (IBF) deposits would be 
exempted from interest-rate restric- 
tions, reserve requirements, deposit- 
insurance requirements and with- 
holding taxes on interest. 

Based on the survey mission's study, 

Hosomi believes that the Tokyo IBF will start out on the scale of 
US$50-60 billion, drawing from the assets of current non-resi- 
dents holding domestic accounts which now total about US$65 
billion. Such a scale is about equivalent to those of Hongkong 
and Singapore. It is expected that the Tokyo IBF will draw some 
of the estimated US$30 billion of Euroyen accounts kept 
abroad. The Tokyo IBF will also begin to attract funds from 
overseas investors, so that in a year the Tokyo IBF could easily 
expand to US$100 billion. It is not known how much funds will 
be shifted from Hongkong and Singapore to Tokyo, though IBF 
advocates argue (without evidence) that the pie will be larger 
for all parties and hence Hongkong and Singapore will not be ad- 
versely affected. 

Hosomi believes that an offshore or IBF market is inevitable 
for Japan, but when asked if he has any allies in the BoJ or MoF 
for his plan, he replies: *I am not seeking allies. I don't need al- 
lies — I am only presenting a rational, inevitable idea." He does 
not know what a realistic timetable for implementing the idea is, 
but believes it will be connected with an igniting of foreign in- 
terest regarding restrictions on the yen. 
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ALOOK BACK 


The compradore 
system 


n the light of some recent spectacular failures in the Hong- 
kong financial world, it is worthwhile casting a look back at 
- the most noteworthy characteristic of old-time foreign banking 
in China, the compradore — a name derived from the Por- 
tuguese word comprar meaning to buy. The compradore system 
already existed in the 16th century, after the foundation of the 
port of Macau in South China in 1557. 

Its origin lay in the difficulty of the language and in under- 
standing the customs, the various means of payment and the 
necessity for standing guarantee for business with Chinese cus- 
tomers. Since the middle of the 19th century British trade had 
been most active yet British businessmen by and large did not 
make the effort to learn the local language; so these inter- 
mediaries gained more and more importance and became indis- 
pensable. 

Development of the foreign banks often depended to a 
great extent on compradores’ personality and skill. They took 
over all cash business and were subject to the control of the 
foreign cashier; and every day after the close of business 
the pair closed the cash account. Each had a key to the trea- 
sury which could only be opened and closed by both keys com- 
bined. 

All receipts and payments of foreign banks were passed 
through the compradore, who examined and guaranteed the 
bills. He checked and was answerable for the money received 
and paid out, as well as for deals of silver and gold. He looked 
into the markets, obtained opinions about the solvency and the 
character of the customers and guaranteed repayment of ad- 
vances to Chinese customers. In short, he was answerable for 
everything which arose from business transactions with the 
Chinese. 

Through this responsibility he naturally gained a decisive in- 
fluence over much bank business in, for example: 

» The granting of credit to Chinese businesses. 
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» The fixing of interest rates. If credit from a bank was required 
by a Chinese concern, the compradore fixed the interest rate in- 
dependently from the bank manager — as a rule higher than that 
on the Chinese market. But according to the practice of the 
foreign banks, the bank received only the basic interest rate rul- 
ing on the market. The remainder went to the compradore, 
whose income from these differences in interest was many times 
greater than his salary. 
» The acceptance or refusal of types of currency and bills — by 
and large his most important task. Payments in foreign trade 
made by Chinese merchants to foreign business houses were al- 
ways settled with a bill of a cash bank, or so-called bank chop or 
native order. As a rule the bill would be sent by the for- 
eign business to its account with its bank and the com- 
pradore had to check the bill to see whether it was good. If the 
bill was unpaid he had to make the amount good once he had ac- 
cepted it. 
» Engagement or dismissal of Chinese employees of the bank or 
even Chinese employees in private houses of the merchants oc- 
cupied in the bank and the many employees of his own paid by 
himself. He played the role which now properly belongs only to 
the bank manager. 

For this far reaching independence the compradore paid the 
bank a large sum of money as security, which usually amounted 
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nd staff in 1928: would he and his kind have prevented present failures? 


to not less than 100,000* taels. Two well-regarded Chinese mer- 
chants also stood guarantor for him in case of any loss. His 
monthly salary amounted to some HK$600 (the equivalent in 
say 1949, of US$149.25). He also received a definite commission 
on every transaction made with Chinese customers through his 
intermediary. 


Н: largest source of income, however, was the difference 
in the interest rates, which could be regarded also as a kind 
of commission. The compradore published every year for the in- 
formation of the Chinese public the net profit which came to him 
from the business of the bank. (The compradore’s net profit at 
the Hongkong & Shanghai Bank in 1923 was taels 90,000, at the 
Chartered Bank taels 50,000.) In post-war years banks using the 
compradore system have fixed the rates of interest themselves 
and allowed the compradore a commission on the interest 
earned. 

Although the compradore was of great importance to foreign 


* A tael of gold is the equivalent of about 1.2 oz. The United States devalued gold 
from US$20.67 per oz to US$35 per oz in 1933 and the former level had probably 
been in existence since at least the turn of the century. 

100,000 taels of gold would therefore equal:— 

100,000 taels x 1.2 — 120,000 oz. 

120,000 oz x US$20.67 = US$2,480,400. 


HONGKONG 





banks, there were also various disadvantages in his system. He 
was connected too closely with the small cash-banks, which 
through this over-granting of credit, attained a disproportion- 
ately large influence. A crisis among these small banks could — 
and did — sometimes put foreign banks in danger. By exploiting 
his position with the bank the compradore sometimes worked 
only in his own interest, thereby occasionally bringing about a 
loss for the bank. 

The cost of the system was high because of the double business 
structure — the compradore's and the bank's own department. 
And, through the high rate of interest which the compradore 
fixed to his own advantage, restraint was placed on closer trad- 
ing connections between Chinese businessmen and the foreign 
banks. 

Then the volume of business grew to a point where one person 
could not cope with the banks' business. Looked at in a regional 
sense, many countries have introduced legislation in the post- 
war years to prevent banks from paying commissions to compra- 
dores and these persons — or their successors — have grown 
into marketing officers or similar roles. 

An important point is that, where they are still employed, 
they are usually described as Chinese managers, business advis- 
ers or some such similar description. 

— FROM DAS BANKWESEN IN CHINA 





Hanging together rather 
than hanging separately 


By Anthony Rowley 

emesis has struck Hongkong's more adventurous 
М ==» in 1983. A period of runaway speculation in the 

property market into which many banks eargerly 
pumped funds resulted in an inevitable bust with speculators and 
bankers alike getting their fingers burnt. To compound their 
woes, banks saw a fairly sharp fall-off in their traditional trade- 
finance business as Hongkong’s export sector bore the brunt of 
world recession. 

Few banks were able to resist the seductive follies of property 
speculation and — like developers — appear to have believed 
that the sky was the limit for property values and rents. The col- 
lapse of the market has left many of them — local and foreign 
banks alike — holding on to property portfolios in some cases 
worth considerably less now than the banks lent to finance deve- 
lopment: and anyone who believes that Hongkong property 
values will improve significantly in the next couple of years at 
least is “deluding himself” as Jardine Matheson/Hongkong 
Land taipan David Newbigging put it recently. 
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Fortunately there is some glimmer of recovery in certain sec- 
tors of Hongkong's manufacturing sector, which has had to bear 
the brunt of punishingly high interest rates, rendered necessary 
as much by the lamentably lax monetary policies of the Hong- 
kong Government and the need to protect a fragile local dollar 
as by world interest-rate trends. That should improve the indus- 
trial lending and trade finance picture somewhat for the banks. 
But it does not herald a return to the days of booming profits for 
them. 

This year will be one of consolidation for the banks as Hong- 
kong and Shanghai Banking Corp. (HSBC) chairman Michael 
Sandberg rather delicately expressed it in his annual report to 
shareholders for 1982. HSBC itself, by far the biggest of the 
domestic banks, reported profits a modest 11.4% ahead at 
HK$2.36 billion (US$351 million) in 1982 after much headier 
gains in recent years. At the interim stage, the bank's profits had 
been 18% ahead. However, by the year end the bank was having 
to make hefty (though unquantified) provisions against losses by 
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its merchant bank subsidiary Wardley 
which was heavily involved with the col- 
lapsed property group Eda Investments. 
And the HSBC itself has a substantial in- 
volvement in the much-troubled Carrian 
group. Carrian owes some HKS5 billion to 
numerous creditors, among which HSBC 
figures prominently as does the Hongkong 
subsidiary of Malaysia's Bank Bumiputra 
A number of proposals for restructuring 
Carrian's huge debts have fallen through 
and the latest one is a scheme to convert a 
large part of the debt to equity. This too 
looks problematical however. Eda mean- 
while collapsed owing creditor banks and 
other institutions some HK$1.4 billion. 
Hongkong banks are having to re- 
schedule debts for other types of company 
too. Lo's Mee Kwong group, Hongkong's 
biggest garment-making company, ran 
into problems in April and banks, includ- 
ing Britain's Lloyds Bank International, 
had to agree to delay all principal repay- 
ments for the group on debts totalling 
some HK$750 million. Lo's Mee Kwong 
suffered from its own forays into property 
speculation and it built China's largest tex- 
tile dyeing and finishing plant — a project 
proving unremunerative. 

In addition, the HSBC almost certainly 
had to look to rebuilding its inner reserves 
in 1982 after indirectly capitalising a large 
portion of them in recent years to keep its 
capital base growing in line with the 
bank's hectic expansion plans. 


here has been a similar tale of woe 
т" various other Hongkong banks 

though HSBC's part-owned subsidi- 
ary Hang Seng Bank (which has sensibly 
stuck to its last in financing local commerce) 
managed to produce a respectable 20% 
gain in earnings last year. In general, the 
local Chinese owned banks (unlike China's 


| own banks in Hongkong) have avoided 


getting burnt in the property market. One 
area where HSBC has probably managed 
to escape relatively unscathed is in inter- 
national loan syndication, an area where it 
has traditionally had a light exposure 
though this will have increased somewhat 
with its acquisition of a controlling stake in 
Marine Midland Bank of New York. 

Most syndicated offshore lending out of 
Hongkong is done by local subsidiaries of 
American, European and -Japanese 
banks. Since they do not normally report 
earnings and assets separately for their 
local branches, it is difficult to build up a 
picture of how profitable or otherwise this 
business has been recently. Loan spreads 
had been narrow for some time even when 
the Southeast Asia region was booming 
and before world trade stopped growing. 
So far, Asia has not suffered Latin Ameri- 
can-style debt reschedulings but it is a fair 
bet that Hongkong-based syndicate mana- 
gers are sleeping uneasily in their beds just 
now as they watch various countries such 
as Indonesia and the Philippines run 
deeper into trouble on the back of falling 
oil and commodity prices. Probably much 
the same holds true for banks in Singapore 
which lend heavily in the offshore dollar 
market. 

The London-based Economist Intelli- 
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ecently in the foreign-exchange markets, indi- 
w of currency. Certainly there are strong reports 
i Hongkong individuals. being partly responsible for 
1¢ boom in various Asian stockmarkets as they got money out 
of the territory well іп айуапсе of 1997. СУ 
А good deal of that money will also have found its way into US 
dollar bank accounts centres as:diverse as New York and 
Taipei. But the picture is confused not only by capital inflows 
from London and other centres into Hongkong’s own recover- 
ing stockmarket bu y: the huge switch out of Hongkong 
its anı i-currency deposits locally since 
emridge removed the withholding 
posits in his 1982 budget. Certainly 
aj g preference for foreign-cur- 
kong as a-hedge against political uncer- 





















as the government struggles vainly to 
prop up the Hongkong dollar through the maintenance of his- 
. torically high interest rates on the currency. 

The biggest question mark overhanging the Hongkong bank- 
ing scene continues, however, to be the integrity of the deposit- 
taking companies (DTCs) sector and the links between banks 
` and DTCs. The causes of the current disarray in the DTC sector 
are complex (FOCUS, REVIEW, Mar. 17) but they stem mainly 

from the runaway growth of the sector — there are now some 

350 D'TCs against 124 licensed banks — their poor supervi- 

* sion, lax management and over-adventurous lending in man 

cases. : 
Some half a dozen registered DTCs — this type constitutes 
virtually the entire sector apart from a dozen or so, much bigger, 
licensed DTCs (super merchant banks) — had their registrations 
tevoked or suspended in the early months of 1983, technically 
because they could not meet minimum legal liquidity levels. In 
plain terms this meant they were being squeezed, at one end by 
non-performing property or trade loans and at the other by 
licensed (mainly foreign) banks who suddenly decided to with- 
draw credit lines in local money markets. Banks were eventually 
persuaded to restore support for ailing DTCs (otherwise many 
‚ more would almost certainly have failed) on the ground that 
they had profited from lending to them in good times and they 
> Should continue to do so.in bad times, in their own interest. In 
blunter terms, if failures in the DTC sector got out of hand, 
. panic would almost certainly have spread to the larger DTCs and 

to tlie banks themselves. 
`` „Jf this argument did. not over-impress the foreign banks, 
"whose deposit base is by definition not dependent on smaller, - 
< local depositors, the prospect of a complete rout in the de- 

pressed property market into which they have poured many mil- 

lions of Hongkong dollars almost certainly did. There was an ur- 

gent need for all banks to stand together which, partly to their 

credit though also in their own self-interest, they did. 

HSBC declared its willingness to support “soundly based. and 
well managed" DTCs which were in need of help — apparently ^ 
from its own funds rather than through the deposits which the 
government itself holds with the local banking system. The rot 
was stopped, at least for the time being and, since the batch of : 
“half a dozen or so DTCs went out of business in the first three . 
months of the year only one more — Chiap Luen (part of the 
group) — has had its registration revoked since. . . 

it does not mean that the trouble is over by any stretch 




















: By Cheah Cheng Hye in Hongkong 


| originating elsewhere. But problems within Asia also cont 
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of the imagination. Now that m 

the tottering property market have 
their doubtful assets — rather th 
they can — there іѕ а semblanc 
gether for the time being to pr 
rately. But with no early recovery 

there must be serious doubt over whet 
foreign ones which have trouble епо 
lending stage, will decide that enough 


















‘Meanwhile, the: lifeboat-type oper. 
and Chartered Bank early this year i 
other devices to-try and keep the prope 
if not buoyant, A Wardley Propert 
March, ostensibly to “take advantage 
erty] prices and the potential for appreci 
The trust was clearly aimed at large instit 
ever, and looks like a thinly disguis 
faces by allowing them to sell prope! 
trust and buy them back by the bac 
the trust. Then, if everyone can bea 
number of years there is a chance tha 
properties into a rising market. It 
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governments. which are among the world's better « 
risks. Prices for Asian loans have climbed and are likel 
continue rising. Putting a syndicated loan together has be 
harder, with banks needing much more persuasion to take 
As is the case elsewhere, banks operating in Asia are thinn 
out their loan syndication sections, re-deploying the offic 
other duties. | А 
Among reasons for the change, perhaps ће most import: 
had nothing to do with Asia. Commercial banks have been ja: 
red so badly by the debt crises in Latin America and Easte: 
Europe that they are now cautious about. lending anywhere 
the world. In this sense, Asia is paying a price for proble 


I: is no longer fashionable to lend money, not even to 






















buted to the change. In particular, depressed commodity pri: 
and weakened export markets for manufactures have corrod 
the standing of major regional borrowers — South Korea 
donesia, Malaysia and the Philippines. ; T3 

The picture is not all dark however. Although Malaysia ant 
Indonesia now have to pay higher interest and can no longer ex 
pect to be pampered by the bankers, they can still borrow О! 
terms comparable to those obtained by West European gov 
ernments. (Until this year, however; both were accustomed ti 
borrowing on finer terms than such countries as France.) 

The major borrowers whose credit lines have become badly : 
strained are South Korea and the Philippines. South Korea's ex- 
ternal debt reached some US$36 billion last year, the fo 
largest among developing countries.-Brazil, Mexico and Argen 
tina top the league. A common comment among bankers is tha 
in the case of Seoul, they have already ri col 
limits — advanced all the money they are willing to leni 

Thus, the first major South Korean borre 

million for the government-owr 
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Malaysian capital's Citibank and old mosque: public debt is of some concern 


Bank (KEB) — went badly. The eight-year loan, finally signed 
on April 8, is partly based on the London inter-bank offered rate 
(Libor) and partly on the United States prime rate. After putting 
up considerable resistance, KEB finally agreed to terms which 
were less favourable than it had received last year with a larger 
portion of the loan than before pegged to the prime rate (gener- 
ally seen as less favourable to the borrower). The Libor portion 
was priced at 0.625 of a percentage point over Libor, up from the 
0.5 of a point generally available to Seoul last year. 

But the stiffer terms were still not enough to fill bankers with 
enthusiasm and the syndication went slowly. One banker told 
the REVIEW bluntly: “The South Koreans were not realistic 
enough. They should be more willing to accept tougher terms if 
they want to maintain their access to the market." 

A more realistic borrower, in the eyes of some bankers, is the 
Philippines, whose central bank accepted relatively stiff terms 
for an eight-year US$300 million loan signed in early March. 
The larger portion of the loan — US$180 million — was pegged 
to the US prime rate and the Libor portion was priced at 0.875 of 
a point over Libor (Manila pays more for its money than any 
other major regional borrower). 

But many banks continue to shy away from Philippine deals. 
Some worry that the cóuntry may have to reschedule its debts 
this year, given the discouraging medium-term outlook for its 
major commodity exports — sugar, coconut oil, timber and cop- 
per (REVIEW, Nov. 5, '82). An informed source explained: 
"Head offices in New York and London have become frightened 
by adverse — and, in my opinion, alarmist — press publicity 
about Manila. They do not want involvement in the Philip- 
pines. 

In fact, a continuing inflow of short-term, relatively modest 
loans, which are much easier to arrange, has become important 
to the Philippines as the country faces obstacles obtaining suffi- 
cient long-term funds. Japanese banks play a major role in sup- 
plying such short-term credits, which help keep Philippine 
cashflows healthy and provide working capital. 

Another indication of how the tide has turned comes from In- 
donesia, a former favourite of bankers. In mid-March, In- 
donesia signed a US$1 billion loan, in which some 60 banks par- 
ticipated. Compared to the country's previous major loans, the 
terms have toughened considerably: a maturity of eight years 
against the previous 10 years, 0.5 of a percentage point instead 
of the previous 0.375 on the Libor portion of the credit and the 
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inclusion of a US prime-rate element, a development which In- 
donesia had previously resisted. 

Slumping oil prices have eroded Indonesia's popularity and at 
the same time worsened its debt burden. The country's debt-ser- 
vice ratio is expected to exceed 18% in 1983, compared to 16.2% 
last year and 9.7% in 1980. Bankers say, however, that Jakarta 
appears to be in a realistic mood, accepting tougher terms with 
comparatively good grace. 


ndonesia. has now slipped behind Malaysia in market 

popularity. Thanks to their more diversified export base, 

the Malaysians received better terms on their latest borrow- 
ing, which involved US$550 million, including US$50 million in 
tax-spared funds (such funds carry a preferential interest rate 
made possible by a British-Malaysian tax treaty). Compared to 
Jakarta, Kuala Lumpur received a longer maturity on the Libor 
portion and lower interest on the US prime-rate portion of the 
credit. But the Malaysians themselves are known to be increas- 
ingly concerned over the size of their public debt — foreign bor- 
rowing reached US$2 billion in 1982, almost triple the 1980 
level. 

Many bankers remain confident that the business of interna- 
tional lending will go on, though perhaps at a reduced pace, de- 
spite the gloom in the market. One explained: *Margins have in- 
creased — and will keep rising — to a level which will match the 
supply of funds to the demand for funds. We are going through a 
period of adjustment, not extinction." 

The nature of the adjustment depends on an inter-play of 
forces. Much depends on the timing and size of a recovery from 
the recession and a drop in interest rates (which will reduce the 
debt burden of borrowers). How the debt crises in Latin 
America and Eastern Europe are handled — and whether new 
ones erupt — is crucial in influencing the climate for lending. 

In Asia, especially, there is nervousness over reports of a pos- 
sible cutback in Japanese bank lending. The Japanese are an im- 
portant provider of funds, but they are said to have been told by 
their Ministry of Finance (MoF) to take fewer risks. 

But one Japanese banker told the REVIEW: “There is a politi- 
cal and long-term element in our lending. I think we are still pre- 
pared to take higher risks in lending to South Korea and the 
Philippines, for instance. A Japanese bank gets used to being 
persuaded to lend to South Korea after someone in the MoF in 
Seoul phones up someone in the MoF in Tokyo." 
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BCCI HOLDINGS 
(LUXEMBOURG) SA 
39 Boulevard Royal, Luxembourg 


“Capital funds و‎ ты] Assets US$ 


Bank of Credit à Comit ere dhtémational ip aseo A. L, Beirut, labana 
ité erce International (Swaziland) Ltd., Manzini, Swaziland. 
it& Commerce Canada, Montreal, Canada. : 
it & Commerce (Zambia) Ltd., Lusaka, Zambia. 


Bank of Credit & Commerce Zimbabwe Ltd., , Harare, Zimbabwe. 
Bank of Credit & Commerce Cameroon S.A., Yaounde, Cameroon. 
Banque de Commerce et de Placements S.A., Geneva, Switzerland. 
Hong Kong Metropolitan Bank Ltd., Hong Kong. 

. BCCI Finance International Ltd., Hong Kong. 
Credit and Finance Corporation Ltd., Grand Cayman. 
BCC! Finance International (Kenya) ца, Nairobi, Kenya. 
Italfinance International S.p.A., Rome, italy. 


Affiliates 
Bank of Credit and Commerce (Emirates), Abu Dhabi, U.A.E. 

: Bank of Credit & Commerce International (Nigeria) Ltd., Kano, Nigeria. 
Bank of Credit & Commerce (Misr) S.A.E., Cairo, Egypt. 
National Bank of Oman Ltd., (S.A.O.) Muscat, Sultanate of Oman. 
Premier Bank Ltd., Accra, Ghana. 
KIFCO= Kuwait International Finance Co., S. A.K., Safat, Kuwait. 

"BCC Finance & Securities Ltd., Bangkok, Thailand. 

` BCCI Leasing (Malaysia) Sdn Bhd, Kuala Lumpur, Malaysia. 
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CHINA 


A lender dwarfing all competitors 


By Robert Delfs in Hongkong 


oreign bankers are wont to groan about how hard it is to 
E money in China. Nonetheless, the flurry of repre- 

sentative offices opening up continues with 11 new offices 
in Peking in the past six months alone — of which five are Japan- 
ese — bringing the total to more than 50. More bankers are es- 
tablishing presences outside Peking as well. Banque Nationale 
de Paris and the Bank of Tokyo have recently opened new of- 
fices in Shanghai, joining the Overseas Chinese Banking Corp., 
Bank of East Asia, Chartered Bank and the Hongkong and 
Shanghai Banking Corp. (HSBC). In Shenzhen Chartered and 
Japan's Hokkaido Takushoku Bank are moving in to join HSBC 
and the Nanyang Commercial Bank (a China-controlled Hong- 
kong bank). 

The problem remains the same: apart from a handful of hotel 
joint ventures, few Chinese entities are interested in commercial 
credit at terms foreign bankers consider commercial. Lending 
money is particularly difficult, given competition from the state- 
owned Bank of China which Chinese organisations must nor- 
mally use as a lender of first resort. 

The Bank of China's foreign-exchange lending programme 
dwarfs the combined portfolios of all its competitors. Of a total 
US$12-13 billion in 


commercial credits 
available in recent 
years, China is be- 


lieved to have drawn 
only US$2-3 billion, 
discounting US$5. 1 bil- 
lion in special borrow- 
ings for heavy-indus- 
trial equipment ог- 
dered in 1978 before 
the readjustment and 
paid off by the end of 
last year. In compari- 
son, the Bank of China 
has issued nearly 
US$12 billion worth of 
foreign-exchange loans 
to Chinese organisa- 
tions since 1979. Loans 
last year exceeded 
US$2.5 billion and the 
bank plans to expand 
its lending programme again this year. Guangdong province, for 
instance, will receive US$300 million in foreign currency loans in 
1983 — more than double the 1982 figure of US$130 million — in 
addition to domestic currency loans of Rmb 6.45 billion 
(US$3.24 billion). The Bank of China's Shanghai branch antici- 
pates making foreign-exchange loans of US$100 million this 
year for technological upgrading of enterprises alone. Tianjin 
industrial enterprises and trading organisations are scheduled 
for US$190 million of which more than half will be lent at 
straight prime, according to a Tianjin Bank of China official in a 
statement to Xinhua newsagency. 

More than half the foreign-exchange loans now offered by the 
Bank of China are for technological upgrading of small- and 
medium-size enterprises, a priority area in Peking's develop- 
ment plans. These loans are available at preferential rates of 
8-10% that few commercial bankers would want to touch. 

One reason the Bank of China can compete in domestic 
foreign-exchange lending so much more easily than most de- 
veloping countries' central banks is that it has the money. Stead- 
ily expanding exports while imports have been under control has 
helped to boost China's foreign reserves to over US$11 billion 
(not counting gold) by the end of December, over half the size of 
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US reserves, nearly twice as much as Australia's and as much as 
Britain's, The surplus of cash pushed the Bank of China into a 
participating role in 15 Eurocurrency syndicated loans last year, 
in some cases acting as principal lender or joint lead manager. 

Foreign banks say they are waiting for the boom in lending 
which is expected to accompany the offshore-oil programme and 
several major coal-mine developments. A preliminary agree- 
ment was signed in March for the first major coal mine at 
Pingshuo in Shanxi, [REVIEW, Mar. 24] a joint venture between 
Occidental Petroleum Corp. of the United States and the China 
National Coal Development Corp. (CNDC). When the feasibil- 
ity-study agreement was announced last year, Occidental's in- 
vestment in the 15 million tonnes-a-year mine was projected at 
US$230 million, a figure that may have been increased consider- 
ably since early 1982. 

In December it was reported that the Bank of China was con- 
sidering a request from Occidental to help finance its share of 
the project. However, it was announced last month that the 
bank was committed to providing only funds required by the 
Chinese partner, CNDC, Regarding Occidental's share, the of- 
ficial said only that overseas branches of the bank would give 
"full consideration” 
should Occidental at- 
tempt to raise money in 
international financial 
markets. 

Complaints of the 
foreign bankers have 
not gone totally un- 
heard. China has cut 
the 20% withholding 
tax on foreign banks' 
repatriated-interest in- 
come to 10%, the Ja- 
panese business news- 
paper Nihon Keizai 
Shimbun reported in 
March. Bank of China 
Officials have infor- 
mally told foreign 
bankers that all taxes 
could be waived on 
preferential loans with 
a spread of 0.5% or less 
above London interbank offered rate or the Japanese long-term 
prime rate. 

This news followed close on the release of new regulations for 
foreign banks and other financial institutions, issued by the 
(domestic) People’s Bank of China (PBOC) on February 1, to 
govern the activities of representative offices in Peking or the 
special economic zones and subordinate representative offices 
in other areas. 

Foreign banks’ representative offices are limited to non-profit 
activities such as negotiations and liaison on behalf of clients, 
consultancy and other services. Direct profit-making activities 
are expressly forbidden. 

The regulations establish stiff reporting requirements and 
give the PBOC and its branches the right to “supervise, regulate 
and examine” the work of representative offices. 

Foreign banks’ representative offices are required to submit 
to the PBOC (or its branch) an annual report on activities during 
the previous year. The PBOC is also empowered with the “rights 
of examination and penalty in case of violation of the regula- 
tions,” which could be interpreted to mean the right to inspect 
and examine documents held in representative offices on de- 
mand by PBOC officials. 
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SOUTH KOREA 


The world banking centre 


is still remote 
By Reginald Child in Seoul 
ne sector widely acknowledged, even officially, as having 
О“ well behind South Korea’s rapid economic deve- 
lopment programme has been the banking and financial 
market. This lack of maturity was starkly revealed by last year’s 
kerb-loan scandal (REVIEW, May 21, °82). It has stemmed 
largely from the South Korean Government's direct interven- 
tion in — and control of — the banking system to allocate credit 
on favourable terms to export industries and others designated 
as strategic by government policymakers. 

However, in keeping with the broader economic policies of 
President Chun Doo Hwan's fifth republic, financial markets are 
now undergoing a process of controlled liberalisation, restruc- 
turing and conversion eventually to allow the operation of free- 
market forces. The kerb-loan scandal prompted a reinforcement 
and accelerated timing of policies in this direction. 

The government has divested itself of direct ownership in com- 
mercial banking institutions. In March, a government-held share 
of 18.5% in the Choheung Bank was sold off to private individu- 
als and corporations. 

This followed similar sales in the latter part of 1982 of stakes in 
Korea First Bank and the Bank of 
Seoul and Trust Со, and has com- 
pleted an accelerated programme 
of bank denationalisation to 
leave all South Korea's five 
domestically owned commercial 
banks in private hands. 

This, combined with a loosen- 
ing of direct government control 
over banks' management — so- 
called moves towards autonomy 
— is resulting in signs of greater 
competition in which South 
Korea's provincial banks and six 
state-owned special banks — 
such as the Korea Exchange 
Bank and Citizens National Bank 
— have also joined. The range of 
banking services offered is being 
extended to factoring, leasing, 
trust services and dealing in gov- 
ernment securities and there was 
a sharp increase in new offices 
opened last year — 198 for all de- 
posit-money banks. Banking in- 
stitutions are being encouraged 
to expand their range of busines- 
ses further across traditional boundaries and to offer more uni- 
versal banking services. 

Interest-rate determination in the financial markets is also, in 
stages, to be left to market forces. Aside from setting an upper 
limit of 40% per year, interest rates in the call market and com- 
mercial-paper market have already been liberalised. Signific- 
antly too, when bank interest rates were last reduced in June 
1982, lending rates were set at a uniform 10%, ending discrimi- 
nation in favour of exporters and for other priority areas. How- 
ever, preferences in credit allocation remain and policy financing 
— loans to specific industries made in compliance with govern- 
ment economic aims — accounts for some 70% of aggregate 
bank lending. 

Another area for promoting competition has been to reduce 
barriers to new entry into financia! markets. For instance, estab- 
lishment of new short-term finances companies (STFCs) and 
mutual savings and finance companies (MSFCs) has been made 
easier. An additional eight STFCs were given authorisation to 
operate in Seoul last year to bring the total to 15, while 42 MSFCs 
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Daewoo Centre: in joint-venture with BoA and 16 other Koreans 
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have been authorised since easier entry requirements last July to 
bring the total throughout the country to over 200. It is hoped 
that these institutions will do much to strengthen the secondary 
financial market and absorb funds from the unofficial kerb mar- 
ket. 

Another move in this direction will be the eventual enforce- 
ment, some time after January 1986, of a requirement that all fi- 
nancial transactions be conducted with the use of real names and 
not with fictional names or anonymously as is currently possible. 
The government's original proposal was to introduce the re- 
quirement from January this year, but the programme's timing 
caused considerable dispute and opposition in the National As- 
sembly, with complaints that systems were not yet sufficiently es- 
tablished to enforce its efficient introduction. However, higher 
tax rates are to apply to interest income from anonymous bank 
accounts from July this year. 

For foreign bankers probably the most interesting of such 
developments — and the one they will watch closely — has been 
the decision to allow the establishment of a new nationwide com- 
mercial bank in the form of a joint venture between the Bank of 
America (BoA) and a 17-member South Korean business con- 
sortium including such major business groups as Daewoo, Sam- 
sung and Daehan Electric Wire. 

After protracted negotiations the KorAm (or Hanmie) Bank 
officially opened on March 16 this 
year, capitalised at Won 30 billion 
(USS40 million), 49.9% owned by 
BoA and headed by a Korean, 
Kim Mahn Je, a former directorof 
the Korea Development Institute, 
as president but with BoA-desig- 
nated directors dominating the 
management boardat least for the 
first three years. In addition to the 
main office in Seoul, three 
branches are planned for the capi- 
tal this year. It is thought that the 
government will watch the perfor- 
mance of this first joint-venture 
commercial bank over the next 
twoorthree yearsbeforeconsider- 
ing approval for further similar 
ventures. 

Previously, six joint ventures 
had been allowed, but onlyasmer- 
chant banks and all with 50:50 
shareholding between the South 
Korean and foreign institutions. 
Although they offer a range ofser- 
vices such as corporate-bond and 
securities business, leasing and 
foreign-currency lending, in fact short-term financing has domi- 
nated their activities because of the relatively underdeveloped 
markets in traditional merchant-banking activities. Total assets 
areabout a fifth those of foreign bank branches. 


bank as such, it is not the first to have immediate access to 
foreign banking experience and it brought the number of 
nationwide commercial banks to seven. The sixth was a new en- 
trant which began operations in July last year. The Shinhan 
Bank was established with an initial capital of Won 25 billion by 
25 private South Korean entrepreneurs who operate in Japan. 
Last year eight branches were opened and a further 12 
are planned for this. Deposits received by it in the first five 
months of operation were almost double those received in the 
full year by one of the established domestic commercial 
banks. 
In addition to these two new entrants to the commercial bank- 
ing scene, it has also been reported that a group of construction 
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4 Ithough KorAm is the first joint-venture commercial 


though foreign bankers continue to argue, with some possible 


= rential compared with international levels, the aggregate net 
| earnings of the 32 foreign branches (from a total of 44) which ba- 


ЕУ 
= paid-in capital of a major South Korean bank. 





companies and a group of South Korean entrepreneurs, whose 
origins were in the North, are interested in establishing bankin 
ventures. The Banking Industry Deliveration Committee, an ad- 
visory arm of the Ministry of Finance, has also recommended the 
establishment of a banking institution formed from a few of the 
longer-established short-term finance companies, especially to 
deal with specialised small and medium firms. However, earlier 
talks of possibilities of a joint venture with a Middle Eastern in- 
stitution have failed to come to fruition. 

It is too early to judge what impact the more liberalised envi- 
ronment will have on highly lent domestic banks or on the finan- 
cial structure of corporations with their heavy dependence on 
borrowing and indirect financing. Last year, net earnings of the 
five traditional commercial banks at Won 40.6 billion had fallen 
by more than half from 1981 levels. In contrast, net earnings of 
the branches of foreign banks appear much closer to 1981 levels, 


justification, that reporting standards unnaturally inflate their 
earnings. 
Even with cuts in domestic rates reversing the positive diffe- 


lanced business at end year, came to Won 40 billion, almost the 
same as the total for the five domestic commercial banks, though 
their aggregate basic operating funds amount to about half the 


Nevertheless, foreign bankers collectively have again brought 
to the attention of government officials a number of issues that 
adversely affect their operating environment, especially the 
regulations that differ to those governing domestic banks. 

In this connection they point to certain characteristics of their 
business: 
> Their reliance in the absence of a proper money market on 
fixed swap lines with the Bank of Korea as their predominant 
source of local currency. 

» The slant in their trade towards import transactions as, 
without rediscount privileges with the Bank of Korea, they 
are unable to participate in pre-export finance which results 
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customers' expectations regarding future rates. 

Issues raised have included their subjection to education tax 
and changes in tax rulings that have raised their tax liability; re- 
duced commissions for letters of credit transactions; a limit of 
10% of the loan amount for compensatory balances (deposits re- 
quired of borrowers) and the requirement that they be main- 
tained in time deposit accounts, thus reducing their yield; man- 
datory investment in low yielding National Investment Fund in- 
struments; reduced official spread between buying and selling 
rates for exchange transactions and changes that have affected 
their securities transactions and made them placers of funds in 
the call market. 

Additionally, foreign bankers have expressed irritation at 
what they consider ill-informed local media publicity — which 
they see as at least indirectly originating from official sources — 
about their profitability levels. 


of the issues raised. It has reverted to a net-income basis 
regarding the calculation method for allocating com- 
mon expenses and applies it retroactively, reducing potential tax 
liability. It is to fulfil (at least partially) undertakings to convert 
monetary stabilisation bonds, acquired in April 1982 from the 
proceeds of additional swap facilities, into lendable funds. 
Regulations requiring contributions to the Korea Credit 
Guarantee Fund on foreign-currency loans are to be revised on a 
more rational basis within the year. A flexible approach is to be 
taken to mandatory investment by foreign banks in the national 
investment fund. The government has promised to review re- 
maining problems and is unlikely to jeopardise its balanced re- 
lationship with foreign banks. 

These contribute to South Korea's considerable foreign capi- 
tal inflow, directly in the form of their operating funds and swap 
transactions and, more indirectly, in their support for enterprises 
importing foreign financial resources and the influence they 
bring on head offices to participate in syndicated lending to 
South Korea. у 

Although a greatly improved position іп the current account of 


T he government has responded favourably to at least some 





Offshore banking later this year 


By Andrew Tanzer in Taipei 

ollowing years of growing restrictions, 1982-83 has seen a 
E thawing in financial authorities’ policies towards 

the foreign banking community. Foreign banks' access to 
local currency funding has improved dramatically through the 
vehicles of bankers' acceptances (BAs), the interbank market 
and swap transactions; in the near future the Ministry of Finance 
(MoF) is likely to permit foreign bank branches to take time de- 
posits — something banks have requested for more than a de- 
cade. But there remains much doubt whether the government's 
fresh policies represent so much a genuine (and long-term) 
change of heart as a temporary phenomenon induced by 
economic downturn, easy liquidity in the local banking system 
and by the perhaps unprecedented challenges foreign banks 
operating in Taiwan have faced over the past year. 

Taiwan welcomes foreign banks to introduce more sophisti- 
cated banking practices, to reduce the island's political isolation 
and, perhaps most importantly, to bring in foreign capital and 
help develop export markets. In the past, local companies bene- 
fited from cheap US dollars (vis-a-vis the New Taiwan — NT — 
dollar) the banks lent out for working capital or term loans. 

The situation has been reversed over the past two years be- 
cause domestic interest rates have fallen faster and lower than 
rates in the United States, Since August 1981 they have been cut 
nine times for a total of 7.2 percentage points and are now at a 
historic low for the island. The new ceiling on term loans (fol- 
lowing the most recent reduction on March 16) is 11% and the 
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floor 9% ; the range for short-term loans is 8.5-10.25%. So local 
companies have scrambled to pay off US dollar-denominated 
loans in favour of NT-dollar ones and borrowed local currency 
to finance imports or exports. 

Foreign banks, their ability to generate NT dollar funds se- 
verely restricted, were suddenly caught in a bind in 1982. As 


‘they were being priced out of the local market (through lack of 


access to NT dollars), they were also facing a sluggish economy, 
a surge in defaults on loans and increased competition among a 
growing pool of foreign-bank branches: Clearly something had 
to change and it did. “We partially released restrictions to help 
foreign banks earn money,” said Edward Chien, MoF's deputy- 
director of monetary affairs. 

In fact, it was foreign banks — and not МОЕ — which took the - 
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the balance of paymentsis one influence re- 
ducing foreign capital needs, requirements 
for this year—both long- andshort-term— 
are projected to total US$6.3 billion and 
domestic savings remain insufficient to 
cover totally financing needs for invest- 
ment. Additionally, foreign banks are re- 
garded as providing an important stimulus 
to the liberalisation of the banking sector 
and as offering models for domestic bank- 
ing institutions to learn of more sophisti- 
cated banking techniques. 

Despite complaints about their operat- 
ingenvironment, itwouldseem thatforeign 
banks, are far from unhappy about their 
operations in South Korea and a constant 
stream of applications to open branches is 
testimony of this. In consideration of the 
number already established, government 
policy is to allow some three or four new 
branches a year, generally to banks that 
have already beén operating a representa- 
tive office for about three years. There 
will be 22 such representative offices by 
the end of this year. Also, in making deci- 
sions regarding new entry, the govern- 
ment takes into account the principle of 
reciprocity, the opportunity for South 
Korean banks with growing international 
networks to establish in the country of the 
foreign bank making application. 

However, even allowing for the liberali- 
sation policies in the banking sector, the 
day when foreign bank branches operate 
in a uniform environment with domestic 
banks is likely to remain some considerable 
way off. Possibilities of Seoul ever being a 
fully fledged international banking centre 
are even more remote, particularly with 
continuing exchange control‘and remain- 
ingrestrictionsoncapitalmovements. Œ 


initiative. The support of MoF and the 
central bank of China (CBC) has been 
rather indirect, confined to not thwarting 
the initiatives of foreign branches and to 
permitting, or instructing, local banks — 
nearly all of which are government owned 
— to play along. This passive acceptance 
leads to wondering if financial authorities 
would adopt a different tack under differ- 
ent conditions — for example, if monetary 
policy were more restrictive and local 
banks were being squeezed in the market- 
place. 

The rise of BAs is an example of the 
dynamic and flexible nature of foreign 
banks in Taipei. Pioneered by Citibank in 
July 1981, BAs are generally issued by 
manufacturers in need of working capital 
to finance exports, accepted by foreign- 
bank branches and sold through bills- 
finance companies (money-market deal- 
ers) to local banks. The acceptance fee 
ranges from 0.5-2% above the interest 
rate on the BAs; the short-term instru- 
ment carries terms ranging up to 180 
days. 

BAs have boomed for several reasons. 
They are a substitute for US dollar- 
denominated export promotion loans, the 
most common way for foreign bank 
branches to provide exporters with work- 
ing capital before US-dollar loans became 
unattractive. Interest rates on BAs are 
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Succes OFTEN DEPENDS NOT ONLY ON RELIABLE FINANCIAL RE- 4 
SOURCES. BUT ОМ АМ INTIMATE UNDERSTANDING OF THE MARKET 
WHERE YOU INVEST YOUR MONEY. INDONESIA IS NO EXCEPTION, 24 
WITH OUR ROOTS IN INDONESIA, SUMMA CAN OFFER A WIDE RANGE OF 4 
FINANCIAL SERVICES BACKED BY A UNIQUE ‘LOCAL’ INSIGHT INTO THE Ee 
GROWING OPPORTUNITIES AND BUSINESS PRACTICE OF THE MARKET ' 
AND BECAUSE OF OURINTERNATIONAL EXPERIENCE AND CAPABILITIES, 23 
SUMMA CAN PROVIDE THAT SOMETIMES DELICATE LINK BETWEEN EAST { 
AND WEST 

OUR FINANCIAL SERVICES INCLUDE MERCHANT BANKING, CORPORATE si 
FINANCE. TRADE FINANCE AND. THROUGH OUR ASSOCIATED | 
COMPANY IN JAKARTA — Р.Т. WARDLEY SUMMA LEASING, WE OFFER 

EQUIPMENT FINANCING AND LEASING SERVICES 3 
INDONESIA ... WE KNOW. THE PEOPLE. WE KNOW THE MARKET AND *j 
WE'RE COMMITTEDTO THEIR CONTINUING GROWTH AND PROSPERITY 
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Summa International Finance Co. Ltd. 1 


6TH FLOOR, ADMIRALTY CENTRE Il, QUEENSWAY, VICTORIA, HONG KONG. С P.O. BOX 24. HONG KONG 
TELEPHONE: 5-285074 CABLE: SUMMAFN HONGKONG TELEX: 60317 SUMA HX | 
OFFICERS IN-CHARGE- MR. LEO К. W. LUM — PRESIDENT. INDONESIAN BUSINESS: MR. TJANDRA SOMALI — 
VICE-PRESIDENT, MR. AGUS ANWAR —ASSISTANT VICE-PRESIDENT. MALAYSIAN BUSINESS: MR. ТЕН CHOR TIK— 
ASSISTANT VICE-PRESIDENT, PHILIPPINE BUSINESS: MS. MA. IMELDA F. FRANCISCO — VICE-PRESIDENT 
MR. RANDOLPH C. SALAZAR — ASSISTANT VICE-PRESIDENT. TREASURY & FOREIGN EXCHANGE 
MR. TAN KIM SEW — VICE-PRESIDENT. FINANCE & ADMINISTRATION: MR. WONG SHI — 
SENIOR VICE-PRESIDENT 


OTHER AFFILIATES ASSOC —— JN BANGKOK. CEBU CITY, DUESSELDORF: HONG KONG. JAKARTA, 
LUMPUR. MANILA AND SINGAPORE 
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currently 2-3 percentage points lower than US-dollar loans (BAs 
also do not carry the foreign-exchange risk of US-dollar export 
promotion loans). BAs are also an addition to commercial paper 
(CP), also used by exporters for working capital, but prevented 
from growing in use since MoF clapped ceilings on foreign banks 
a couple of years ago. (Foreign bank branches may guarantee 
CP equal to five times their paid-in capital.) In 1982 some 
NT$156 billion (US$3.9 billion) of BAs were issued, up 260% 
from 1981. If no ceilings are imposed — foreign bankers are 
keeping their fingers crossed — BAs may eclipse CPs, which 
stagnated at slightly more than NT$200 billion last year, as the 
most popular short-term instrument in 1983. 

BAs have also rocketed because they represent a happy meet- 
ing of interests between local and foreign banks. Locals are flush 
with NT dollars (excess reserves in recent months have been 
NT$20 billion) but hesitant to lend money to local enterprises 
during a period of mounting business failures. Foreigners, by 
contrast, are starved for NT- 
dollar funds but willing to take 
the risk of lending. Thus local 
banks put up the money, foreign 
banks take the risk (accepting 
BAs issued by their corporate 
clients) and both sides are 


happy. 


he far more relaxed policy 
Tq interbank lending 

and swaps also results 
from liquidity in the local bank- 
ing system. In the past year 
the term of interbank lending 
has been extended from over- 
night-one week to up to six 
months. А 

Swaps (US for NT dollars), 
though not explicitly proscribed 
in banking regulations, were not 
done before this year for lack of 
interest on the part of local 
banks holding NT dollars, pre- 
sumably due to the policy of 
CBC's foreign exchange depart- 
ment. But CB has obviously 
given the green light this year 
and there has been rapid growth 
in swap transactions of terms 
ranging up to 180 days. 

The next policy change on the 
horizon, following years of 
foreign-bank lobbying, will ena- 
ble foreign-bank branches to 
take time deposits (but not cer- 
tificates of deposit). According 
to Chien, foreign-bank branches 
will be allowed to accept time de- 
posits which, added together with checking accounts and de- 
mand deposits, equal 12.5 times the paid-in capital or NT$2 bil- 
lion, whichever the lower. The term on the deposits will be less 
than one year. 

Improved access to local funds should reduce foreign banks' 
cost of funds and allow them to make longer-term loans. Until 
now foreign banks have been loath to make long-term loans in 
NT dollars because they lacked a stable and long-term source of 
NT-dollar funding. “It’s hard to make term loans when you're 
rolling over your NT-dollar portfolio every week," commented 
an American banker. Foreign banks may still be unable to ex- 
tend term loans, but with interbank borrowing and swaps of up 
to 180 days and deposits of up to one year, they should at least 
be able to lend on a longer-term basis. 

But the greater freedom foreign-bank branches enjoy has not 
compensated for the economic downturn and the rising number 
of bad loans. In 1982, despite an increasingly risky lending envi- 
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ronment, spreads on loans narrowed because of intense compet- 
ition among foreign banks. Banking sources say newly opened 
branches, especially European banks (six of 25 foreign-bank 
branches now open), have tried to boost their market shares ag- 
gressively at a time when a clutch of local enterprises have caved 
in owing to recession and weak management. As a result, many 
foreign banks are now stuck with non-performing loans on their 
books. The past year has seen major local firms such as Delta 
(petrochemicals), Tsin Tsin (food) and its affiliate Union 
Leather and Printing; Great International, a trading company 
and its parent, the We Sheng Group (food-processing) and San 
Shing Hardware Works Co. all stop repaying loans to foreign 
and local banks. Most foreign bank loans are made on an un- 
secured basis. 

The reaction of many foreign banks has been to cut, or at least 
to tighten, credit lines. The shift from overzealous lending to ex- 
treme caution has brought charges in the local press that foreign 
banks are contributing to the financial troubles of local com- 
panies. Foreign bankers respond that local enterprises often do 
not require as much money as has been offered and, if left to 
their own devices, may spend the 
money foolishly. The downfall 
of San Shing and We Sheng are 
cases in point: both channelled 
bank loans into property — out- 
side their industries — without 
the knowledge of creditors. In 
any case, 1983 will surely see 
foreign banks adopt a more con- 
servative strategy: instead of try- 
ing to maximise profits, they will 
try to minimise losses. Despite 
the competition, pricing of loans 
should rise, too. 

But the biggest imminent 
change in the local banking 
scene will be the opening (end 
1983) of an offshore banking 
centre. In February, Taiwan’s 
cabinet approved a plan offering 
liberal incentives to foreign and 
local banks setting up offshore 
banking units (OBUs) in Taipei. 

Under the plan, OBUs will 
enjoy full tax exemption (with 
the lone exception of a 20% 
withholding tax on interest earn- 
ings from loans to Taiwan's 
domestic market); no reserve re- 
quirements or liquidity ratios; no 
restrictions on interest rates on 
deposits or loans; free move- 
ment of funds into and out of the 
OBUs and relaxed controls on 
telecommunications. Neverthe- 
less, Taiwan may have trouble 
competing with established 
offshore centres in Singapore 
and Hongkong particularly as, at 
least at the initial stage, OBUs will be prohibited from conduct- 
ing domestic business in local currency. They will also not affect 
Taiwan's strict foreign-currency regulations, which make the 
NT dollar an unconvertible currency. 

Taiwan wants the offshore centre for a variety of reasons. It 
hopes OBUs will make an attractive haven for capital flowing 
out of Hongkong; it is eager to use banks and financial connec- 
tions to reduce its diplomatic isolation; and, probably most im- 
portantly, it hopes there will be a spin-off from OBUs which will 
upgrade the flagging skills in the domestic banking sector. 

The island has an acute shortage of skilled financial person- 
nel. The government has tried to redress the problem in advance 
of the opening of OBUs by sending teams of local bankers 
through banking courses here and in the US. The government 
must also work overtime to upgrade the telecommunications 
system and assure bankers that security forces will not interfere 
in the free flow of information into and out of the island. ш 
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MACAU 
Now it’s open 
competition 


By Mary Lee 
epositors and other bank customers in Macau can look 
Dew soon to better, rates and services: the financial 
sector has been declared open to competition. Six inter- 
national and three Portuguese banks were recently granted full 
commercial licences. (These are: Chartered Bank, Citibank, Ban- 
ue Nationale de Paris, Banque Indosuez, Bank of Credit and 
mmerce International (BCCI), European Asian Bank, Banco 
Totta & Acores, Pinto Sotto Mayor and Fonsecas e Burnay.) 
The objective is that they help establish a modern financial sec- 
tor which Macau needs to fund development. Before long the 
Avenida Almeida Ribeiro, with its new office towers, will be- 
come the financial thoroughfare of the no longer sleepy Por- 
tuguese enclave. 

But modernisation of the banking sector (which already has 
13 Portuguese banks) got off to a shaky start, with a run on the 
Luso International Bank in early March. The Instituto Emissor 
de Macau (ТЕМ) — the territory's monetary and foreign-ex- 
change authority — says that its inquiry into the two-day crisis is 
still in progress. Luso, IEM said, is sound. The run was sparked 
by malicious rumours to the contrary (REVIEW, Mar. 31). 

It is doubtful whether any preventive measures can be drawn 
from Luso’s 48-hour nightmare, given Macau's total reliance on 
Hongkong banks coming to the rescue. For the run was on 
Hongkong dollar deposits in Macau, not on the local pataca. A 
HK$50 million (US$7.57 million) lifeline provided by the Bank 
of China (presumably at the request of its sister bank in Macau, 
Banco Nam Tung) calmed panicky depositors. It was fortunate, 
said IEM director Iglesias Tomas, there was no typhoon or the 
jetfoils would have been unable to bring all that money from 
Hongkong — an event which would have created further ten- 
sion. 

The run dramatised the difficult challenge facing IEM, which 
is trying to define and collect monetary statistics, analyse de- 
mands for currency and draw up a monetary and foreign-ex- 
change policy. The 
task is made virtually 
impossible by the fact 
that 70% of all loans 
and 75% of deposits 
are in foreign curren- 
cies — mainly Hong- 
kong dollars — for 
which there are no 
liquidity provisions. 

Although IEM is 


even more deter- 
mined now to 
strengthen confi- 


dence in the pataca, 
which makes up only 
30% of total money in 
circulation, all it can 
do is ensure that the 
amount of local cur- 
rency in use does not 
diminish. For a start, 
civil servants are paid 
in patacas, amount- 
ing to 35% or Patacas 
150 million 
(US$21.74 million) of 
total government ex- 
penditure this year. 
All exporters are also 
required to sell to 
IEM 50% of export 
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receipts (mostly Hongkong dollars) and the travel industry con- 
tributes HK$20 per tourist, In December 1982, there were 
merely Patacas 264 million in circulation. “The situation has 
been out of control since 1975,” said Tomas. 

ТЕМ frankly admits: “Since the market has no restrictions or 
exchange controls and no residence criteria are laid down, the 
estimates for the majority of monetary variables are relatively 
unstable. Certainly no true knowledge and evaluation of the re- 
ality of the financial and foreign-exchange markets is possible 
without the support of an efficient and correct system of statisti- 
cal data.” Such a system is being set up. 

In the absence of reliable statistics then, IEM's hopes of draw; 
ing up a set of regulations for offshore banking seem a long way 
off. Offshore transactions form a significant portion of banks? 
assets — largely in the form of foreign currency (Hongkong dol- 
lar) deposits by non-residents (Hongkong institutions) seeking 
to avoid interest withholding tax. These overseas liabilities have 
grown from an equivalent of Patacas 364 million in 1978 to 
Patacas 7.2 billion in 1982. 

It is also doubtful whether the significantly enlarged banking. 
sector can help reduce the economy's dependence on the Hong- 
kong dollar, which will continue to serve as the unit of account- 
ing for all commercial transactions including. development 
loans. What Macau can look forward to with the entry of the in- 
ternational banks is a widening of financial services to support 
the growth of various business sectors. 
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Call 

Time 7 1.990 s 
TOTAI 147 | 3,319 | 4,455 
Deposits of non-residents* 475 1,514 | 4,170 
TOTAL 
Advances in Macau 767 1,168 |. 2.190 














301 
1,408 


Advances offshore 
With offshore institutions** 


229 


1,090 


625 
2,950 





* including inter-bank deposits 
** including IEMs 


IEM and its managing director Iglesias Tomas: helping create a modern financial sector. 
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We'll give you some helpful introductions. 


Most international banking groups have 
branches in the Middle East. But the 
HongkongBank Group, one of the strongest 
financial institutions in the world, has its own bank 
— The British Bank of the Middle East. 

Backed by a record of reliability and 
efficiency spanning almost 100 years in the Middle 
East, The British Bank of the Middle East links you 
directly with more than 1,000 bank offices in 54 
countries. 

And now, with the added benefits of 
computerisation, we are able to give you a more 
efficent service — whether you're banking in 
London or Dubai — and offer you immediate, 
decentralised decision-making. 

For the full spectrum of banking services, 
contact us at The British Bank of the Middle East, 


London branches: Falcon House, 18C Curzon Street, London WIY 8AA, Tel: 01-493-8331/7 195 Brompton Road, London SW3 ILZ, Tel:01-581-0321/6 


and you will discover that you can share in the 
expertise and trust born from a century of 
international banking experience. 


The British Bank 


Bahrain Djibouti India Jordan Lebanon Oman 


Yemen Arab 
Romublic 









ey 


of the Middle East 


Qatar Switzerland United Arab Emirates 
United Kingdom Yemen Arab Republic 


<> 


member: HongkongBank group 
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depend on the 
rural effort 


By Paisal Sricharatchanya in Bangkok 

er weathering two years of volatile world money-market 
А Thailand’s banking system is going through а 

major structural adjustment. The implications of the 
current process — built around a more flexible interest-rate sys- 
tem as against the traditionally rigid structure in the past — are 
clear-cut: there will be keener competition among the 16 Thai 
commercial banks, which will result in higher degrees of effi- 
ciency and professionalism. While banks’ profitability may suf- 
fer in the process, clients are set to enter a new era of getting op- 
timum returns from deposits and paying less than before for 
funds. 
The structural adjustment was set in motion last September 
when major banks, responding to sharply declining interest 
rates overseas and a domestic market flooded with liquidity, vol- 
untarily lowered interest rates on both deposits and lending 
(REVIEW, Sept. 10, `82). While lending rates periodically fluc- 
tuated, deposit rates had only gone up and had never been re- 
duced in Thai banking history. 

Banks had been сам all along to lower deposit rates for 
fear that such a move would cause resentment among the coun- 
try’s more than 10 million depositors. But there was no other 
choice after their repeated attempts to get the Bank of Thailand 
(BoT — the central bank) to lower officially the legal interest 
ceilings (which then stood at 13% for one-year deposits and 19% 
for lending) failed, To ensure their own survival, banks had to go 
ahead and effect the voluntary interest cuts (on both sides) in 
order to reduce their costs on deposits and encourage more lend- 
ing. 

Persistent efforts by the Thai Bankers Association (TBA) led 

to a partial compromise in January when, after lengthy discus- 
sions involving TBA and BoT plus the Ministry of Finance 
(MoF), the government lowered the official lending rate ceiling 
to 17.5% while leaving the deposit-rate ceiling unchanged 
(REVIEW, Feb. 17). The new ceilings became effective in Feb- 
ruary. 
For banks, the somewhat flexible and variable interest-rates 
system now represents a radical departure from the past when 
they uniformly stuck to government-regulated ceilings, particu- 
larly on deposit rates, even though they were entitled all along to 
go below them. Today, there is a greater variation in deposit 
rates offered by various banks, which ranged from 11.5-12% on 
one-year deposits at the end of March. A 13% rate has even 
been offered on provident funds. 

The downward adjustment on deposit rates is also associated 
with a major reorganisation in the composition of bank lending. 
To facilitate liquidity management and maximise the use of 
funds, banks are discouraging overdraft facilities, which for- 
merly accounted for roughly 65-70% of total lending and en- 
couraging more term loans. The 16% prime rate at the end of 
March was applicable on O/D borrowings, whereby clients pay 
interest on the actual amount drawn within the agreed overdraft 
limit. Prime borrowers taking term loans were charged 15% or 
even less. 

The adjustment process that banks are currently going 
through clearly corresponds with a deliberate policy by BoT to 
generate keener competition and further refine the Thai com- 
mercial banking service. The underlying objective is to narrow 
the difference between deposit and lending rates so as to benefit 
depositors and borrowers in general. Until the February reduc- 
tion in the lending ceiling, BoT had strongly resisted banks' 
pleas to lower the deposit and lending ceilings. The official 
thinking prefers banks to adjust interest rates by themselves — 
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through the market forces as well as their own efficiency in fund | 
management — rather than any direct intervention by the  - 
monetary authorities. As BoT governor Nukul-Prachuabmoh _ 
told the REVIEW in a recent interview: "We try to lead them - 
[banks] but not direct them. We want them to use their own 
judgment and discretion." 
Through a consistent series of monetary measures starting _ 
mid-1982, BoT became prime mover behind the local interest — 
rates decline. First, BoT's basic loan rate for first-tier borrow- 
ings by commercial banks — which amount to 1% of the banking — 
system's total deposits or roughly Baht 3.2 billion (US$139 mil- _ 
lion) — was gradually reduced from 14.5% (in mid-1982) to — 
11.576 early this year. Secondly, the interest rate on medium- 
term government bonds was slashed from 13.75% to 11% over и 
the same period. Thirdly, bond repurchase rates were allowedto — - 
drop from a height of over 16% in the second quarter of last year _ 
to below 10% at the end of last year. ! 
The measures were designed to serve as the leading forces to 
exert downward pressure on interest rates. But at the height of — 
the TBA's negotiations with the monetary authorities late last — 
year, some bankers claimed that the measures were insufficient. 
They argued that the reduction in BoT's basic loan rates, forin- | 
stance, was irrelevant given the fact that most banks already had _ 
excess funds and did not need to borrow from BoT. : 
Any direct BoT order to lower deposit and lending rate ceil- 1 


Stock Exchange of Thailand: depressed over the past three years. 


ings would certainly have quickened the pace of interest cuts; 
but that would have been achieved without the current adjust- 
ment process, which many neutral observers see as a positive 
development for the Thai banking system. 


average credit expansion, 1982 represents another year 

of substantial growth for Thai banking. According to of- 
ficial BoT figures, total deposits at the end of the year forthe en- 
tire system (the 16 Thai banks plus 14 foreign bank branches 
here) were Baht 320 million representing a record 24.8% growth 
over the previous year — considerably larger than the already _ 
substantial 19.9% achieved in 1981. 

However, total lending expanded 18% to reach Baht 299 bil- 
lion at the end of 1982. Total bank assets, meanwhile, went up 
19.7% to Baht 42 billion over the same period. 

Despite lower interest offered on deposits since last Sep- 
tember, real returns on bank deposits were still high in compari- 
son to last year’s 5.2% inflation. This chiefly contributes to the 
larger-than-normal deposits growth. Credit expansion, mean- 
while, was rather subdued throughout last year — reflecting the 
recession-induced economic slowdown here — and started to 
pick up only in the last quarter when bank lending rates went 
down. 

BoT generally predicts that deposits will grow at a slower pace 
this year, after several years of remarkable expansion, but bank 
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lending will rise at a higher rate than in 1982 since several large 
banks have become more aggressive in seeking new clients. For 
instance, the Bangkok Bank — largest in Thailand and second 
largest in Southeast Asia in terms of assets — has launched a new 
family-loan package entitled the Bua Luang Credit since last 
November with the target to extend Baht 1 billion under the 
programme this year. The bank's research department predicts 
that deposits and credit in the Thai system (only the 16 Thai 
banks) will increase by a unified 19% in 1983. 

Given the imbalance between deposits and lending in 1982 — 
plus the fact that major corporate borrowers increasingly turn to 
obtain cheap overseas funds directly, hence forcing local banks 
to offer them lower rates — banks' earnings were inevitably 
squeezed. Official figures show the system's aggregate profita- 
bility level fell from 12.85% of capital funds in 1981 to 12.03% 
last year. In view of the keener competition, banks' net profits 
are likely to decline further this year. 

Bangkok Bank appeared to have adjusted to the new situation 
better than most last year. Against the system's generally lower 
earnings, it posted a handsome Baht 1.19 billion net profit in 
1982, a substantial 22% rise from the previous year which com- 
pared favourably with the 10.3% profit increase in 1981 
(REVIEW, Mar. 17). 

The better-than-average performance is attributed to a Baht 1 
billion capital increase early last year which enhanced its capa- 
city to expand credit (from a larger capital fund base). Beating 
the system's aggregate growth figures, the bank's deposits and 
credits grew at 27.7% and 20.3% respectively. Net profit per 
share, however, dropped from Baht 55 in 1981 to Baht 44.9 last 
year due to the expanded capital. 

Meanwhile, most banks continue to have difficulty in comply- 
ing with legal stipulations in 
the 1979 Commercial Bank- 
ing Act (CBA) which re- 
quired them to divest at 
least 50% of their total 
shareholdings to small 
shareholders within March 
1982. Due to a number of 
negative factors ranging 
from depressed conditions 
at the Stock Exchange of 
Thailand over the past three 
years to adverse psychologi- 
cal impact on investment in 
securities as a result of the 
1979 stockmarket crash, 
only a third of Thai banks 
has managed to meet dives- 
titure requirements to date. 

Informed sources told the 
REviEW that BoT has ex- 
tended the divestiture dead- 
line by two years to a March 
1984 expiry, on condition 
that banks which fail to fulfil 
the criteria must file a re- 
quest for extension every six 
months. 

The inability to divest 
seems to lend support to the 
view, expressed by many 
private bankers, that the 
present law is unrealistic 
and needs to be modified. 
BoT, however, is not totally 
convinced. As X Nukul 
stated: “The real question is 
whether banks have tried 
their best to bring about 
such divestiture. My own 
feeling is that some banks 
have not done so: and I cer- 
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tainly would like to see these banks making n efforts to 
comply with the law. Amendment is only justified when there is 
definite and clear evidence that, despite maximum efforts made 
by banks, compliance with the law within the present time-frame 
is impossible." 

Without going into details, Nukul said the 1979 law in force 
today, which is an amendment to the original 1962 CBA, is due 
for another revision in order to cope effectively with most recent 
banking practice. “For instance, the scope of banking business 
has to be redefined in the light of modern financial operations. " 
Official sources do not rule out the possibility that some minor 
adjustment on issues such as the divestiture time-frame may be 
made under the new revision: in any case, BoT appears ready 
and willing to consult private bankers in the revision process. 

Prolonged studies on the feasibility of introducing certificates 
of deposit and offshore banking units (OBUs) to the Thai scene 
are expected to be finalised within this year. BoT appears to be 
probing the two issues cautiously before making any final deci- 
sion. 


central bank has been monitoring the experience of 

other countries which harbour this facility. It is, for in- 
stance, noteworthy that OBUs in the Philippines are now 
clamouring for permission to undertake onshore operations as 
well, since their offshore services have not been providing 
adequate returns. We have to make sure that if Thailand decides 
to allow OBUs they must be able to survive and contribute to the 
economy, doing exactly what they are assigned to do." 

In retrospect, BoT is placing strong emphasis on the expan- 
sion of banking activities into rural areas. Its objectives are 
twofold: to tap more rural savings and to promote banking 
facilities, particularly in some 300 remote, poverty-stricken 
rural districts which are as yet not covered by banks' branches. 

Pendinga final conclusion 
in discussions with the MoF, 
BoT aims to treat banks' ap- 
plication to operate 
branches in urban areas con- 
ditional to their efforts in 
branching out into remote 
rural areas. Excessive com- 
petition in these areas will 
be prevented by limiting the 
number of branches in each 
location: one branch may be 
allowed to operate until it 
breaks even before others 
can join in. The time-frame 
in which upcountry branch- 
es are required to advance a 
set percentage of deposits 
within their respective 
localities will be extended to 
encourage their penetration 
into bankless districts. 
There are currently more 
than 1,600 bank branches 
throughout the country (in- 
cluding Bangkok). 

BoT is also making prepa- 
rations to monitor the oper- 
ations of Thai banks' over- 
seas branches closely. The 
move is aimed at preventing 
over-exposure of these 
branches to lending to cer- 
tain countries or to funding 
in certain currencies which 
could harm their operations 
during the present volatile 
financial conditions. Parti- 
cular attention will be 
placed on the quality of their 
assets and maturity of their 
liabilities. 


C on the OBU possibility, Nukul said: *The 
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Trade finance leaders 
in Southeast Asia. 

Total assets exceeding S$9.7 billion. 
Network of over 80 branches stretching 
from Singapore and Malaysia to 
Hong Kong, Tokyo, London, 
with agencies in New York, 

Los Angeles and a 
representative office in Sydney. 


UNITED OVERSEAS BANK GROUP H 


Head Office: United Overseas Bank Building, 1 Bonham Street, Raffles Place, Singapore 0104. Tel: 919988. Telex: RS 21539 & RS 21804 TYEHUA. Cable: TYEHUABANK. 
Malaysian Central Offices: Chung Khiaw Bank, Bangunan Lee Wah Bank, 10-14 Medan Pasar, Kuala Lumpur. Tel: 87761. Telex: MA 30232 CKBKL 
Cable: CHUNGBANK. Lee Wah Bank, Bangunan Lee Wah Bank, 10-14 Medan Pasar, Kuala Lumpur. Tel: 88351. Telex: MA 30265 LEEWAH. Cable: BANKLEEWAH. 
Hong Kong: 54-58 Des Voeux Road Central, Hong Kong 7171. Telex: HX 74581 TYHUA. Cable: TYEHUABANK. 
Tokyo: New Kokusai Building, 4- „home, Marunouchi, Chiyoda : 178 TYEHUA Cable: TYEHU ABANK 
L — 2 South Place, London EC2M 2PR. Tel ee TYEH 4 


lew f ; Street, 27th Floor, New York, NY 10006. Te 232265 TYHA UR. Cable: TYEHUABANK 
Los Angeles: 911W ез Воше d, Suite 1800, Los Angeles, California 90017. Telex: 6831011 TYHUA. Cable: TYEHUABANK 
Sydney: Suite 5, Level 60, MLC Centre, Martin Place, Sydney, N.S.W. 2000, Australia. Tel 221-1924, 221-2518. Telex: AA 73507 TYHUA. 





National Westminster. The Action Bank. 


In the biggest international banking 
centre ittowers above the rest. 


ational Westminster’s network of 

3,200 branches is larger than that 
of any other bank in Britain. 

So perhaps it’s not surprising that 
we also rank among the biggest banks 
in the world. 

There’s only one way a bank can 
grow like that. By providing customers 
with an unparalleled wealth of know-how 


and initiative.On demand.We believe 
no other bank can take wiser or more 
decisive action on your behalf. And we 
believe no other bank can make a better 
claim to be “The Action Bank" 

If you'd like to test that claim simply 
contact the manager of our nearest office. 

We're big enough to take it and act 
on it. 





AUSTRALIA TELEX 24491 BAHAMAS TELEX NS 20177  BAHRAINTELEX8294 BELGIUM TELEX 21208 BRAZIL TELEX 391-2130051 
MEXICO TELEX 017 71 786 NORTH AMERICA TELEX 233563 SINGAPORE (FAR EAST & AUSTRALASIA) TELEX 20608 SPAIN TELEX 46934 
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CANADA TELEX 06-225 FRANCE TELEX 210393 GREECE TELEX212766 HONGKONG TELEX HX 61672 JAPAN TELEX 28292 
SWEDEN & NORWAY TELEX 1 SWITZERLAND TELEX 815086 U.K. TELEX 885361 USSR TELEX 413258 М GERMANY TELEX 416500 
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Iam theworlds first 
real traveller, yet 
Ineverdreamied such 


wonders could exist? 
Marco Polo 
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ARCO POLO was the world’s first real traveller 
He discovered the best of East and West. 


And his secret is now ours. 

So, for the real traveller, there is only one airline. 
One that takes the best the world has to offer, 
the best of East and West, and fashions it uniquely. 

Cathay Pacific. 

The independent British airline with its head- 
quarters in Asia. 

The airline that has chosen Marco Polo as its 
inspiration. 

He knew that Asian hospitality has no rival. So 


your travelling companions aboard Cathay Pacific are 
chosen from the grace and beauty of nine Asian lands. 


He would phas journeying in such experi- 
enced hands aboard 747s and Super Tristars, powered 
by the dependability of Rolls- Royce engines. 

Cathay Pacific is the airline devoted to the real 
traveller To you, the modern Marco Polo. 


THE REALTRAVELLERS WAY. 
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Oriental Credit. 


ourline to banking services 
in the developing world. 





Our head office is in the City of London, our roots 


are in the developing countries and we can provide A WORLD OF BANKING SERVICES 
banking services in the U.K. and overseas through our Current & deposit accounts 
worldwide contacts. Letters of credit 
е у е Performance bonds 
Our clients include governments, corporations Богра Бела 


and individuals. Trade finance 


Loan syndication 





Whether you do business with or within develop- 
ing countries, Oriental Credit are ready to meet your 


need for banking services. 


Oriental Credit Limited * н 
Head Offre: Bush Lane House, 80 Cannon Street, London EC4N 6LL. 
Telephone: 01-621 0177. Telex: 896995. Cable: Fundorient London EC4. Oriental Credit 
Dealers: Telex: 8955702. Telephone: 01-621 1566. Umed 


Hest End branch: 46-47 Old Bond Street, London WIX 3AF А А 
Telephone: 01-499 9392. Telex: 893325. A developing world of business. 














Dresdner (South East Asia) Limited 





Only one international banking 
group in the world is 


supported by every Arab country. 


Twelve years ago, the concept was 
created of a banking group of a kind the world 


had never seen before. 

A group in which every Arab country 
would participate with a major and significant 
banking presence. 

A group which would then forge 
partnerships with major banks in the world's 
financial centres, so as to smooth every possible 
path to trade between Arab countries and the 
outside world. 

Today, that group is a thriving reality. 

All twenty-two Arab countries are fully 
represented through twenty-six Arab institutions. 

And twenty-three of the world's greatest 
concerns add their full weight to our common 
purpose, ' 
This makes the AL UBAF Banking Group 
unique. It means that any corporation seeking to 
do business with any part of the Arab world is al- 
most certain to onset us as a business partner. 

However, there is considerably more to 
the AL UBAF Banking Group than our undoubted 
ability to open doors. 

The Groups banking activities are 
unusually diversified, and remarkably successful 
by any standard. 

You would naturally expect us to be 
strong in the Money Market. We are. In 1982, 
turnover there alone was $300 billion. 


Perhaps less obvious were our Total 
Footings which, in 1982, reached $14 billion. 

Foreign Trade turnover totalled S6 billion. 
And the Group was lead manager co-manager 
and participated in numerous syndicated loans 
to the value of S62 billion. 

These, frankly, are performance figures 
which give the Group the right to be considered 
as a primary partner in any dealings with the 
Arab world. 

Its business, of course, but to us it goes 
beyond business. 


And as our record shows, it works. 


AL. ЈЕЗАЕ Е 


BANKING GAO 


ALUBAF Arab International Bank Е.С. 

Hong Kong UBAN International Limited. 

London UBAF Bank Limited. UBAF Financial Services Limited. 
Luxembourg UBAE Arab German Bank S.A. Branch in Frankfurt am Main. 
New York UBAF ARAB AMERICAN BANK Branch in Cayman Islands. 
Paris Union de Banques Arabes et Francaises - О.В.А.Е 

Branches in Bahrain, Seoul, , Tokyo. 

UBAE Arab Italian Bank S.p.A. Representative Office in Milan. 


Representative Office. 


Representative Office. 


Bahrain 


Rome 


Beirut 
Cairo 
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By Jeffrey Segal in Kuala Lumpur 


y international standards, the expansion of Malaysia's 

commercial bank sector in 1982 was remarkable. In a year 

when export earnings were dropping, domestic demand 
was slowing down and the government was borrowing heavily 
overseas, commercial banks still managed to expand their total 
assets by more than a fifth to M$48.95 billion (US$21.28 billion). 
Bank Negara (BN), the central bank, applauded the perfor- 
mance in its latest annual report, released at the end of March. 
The continued rapid growth of banking in a second year of reces- 
sion, BN said, “bore testimony to the basic strength and resili- 
ence of the entire system." 

But in Malaysian terms, against a background of double-digit 
growth in each year since 1971, the achievement was rather less 
creditable. Last year was in fact the third successive year that the 
growth rate in assets has slowed down and the 20.2% increase 
was the weakest since 1978. 

The deceleration was evident right through the different 
sources of bank funds. Capital and reserves grew by only a frac- 
tion more than M$400 million in 1982 and would have barely in- 
creased at all if the banks had not been forced to comply with 
new capital adequacy requirements introduced at the end of the 
previous year. Of the country's 22 domestically incorporated 
commercial banks, 14 had to raise their paid-up capital to meet 
the requirement that shareholders' funds (less net investments) 
should be equivalent to a 
minimum 4% of total as- 
sets. 

Foreign liabilities also 
grew sluggishly in 1982 
as the 16 overseas banks 
operating here cut their 
reliance on external bor- 
rowing to fund lending 
operations. Bankers' ac- 
ceptances, а market 
dominated by foreign 
banks, increased at only 
a sixth of the 1981 rate. 
And deposits, too, rose 
hesitantly right up until 
December when a mas- 
sive infusion of funds 
from state oil corpora- 
tion Petronas brought 
about a M$1.65 billion 
increase. Petronas, 
which was the treasury's 
biggest source of re- 
venue last year, appa- 
rently converted large holdings of government securities into 
more liquid funds, especially one-month fixed deposits. 

In that single month, assets rose by nearly M$4 billion, almost 
half the total increase for 1982, putting a respectable gloss on 
what would otherwise have been the worst year for banking 
since 1970. In January 1983, though, assets slipped back again by 
2.6% as fixed deposits tumbled. 

The Petronas manoeuvres fitted into the government's stra- 
tegy of boosting monetary growth in the last quarter in particu- 
lar. With the federal government making deep spending cuts at 
mid-year in the face of shrinking revenues, monetary policy had 
to provide what BN called “the necessary conditions for growth 
and adjustment in the economy." After an early slowdown, nar- 
rowly defined money supply (M1) was raised sharply late in the 
year as a result of an inflow of foreign capital from market loans, 
the introduction of new M$20 and M$500 currency notes and the 
injection of deposits in December. For the year as a whole, MI 
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(Foreign & domestic) 
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Capital & Reserves 

*Deposits оки NCDs) 

Amounts due to Financial Insts 
(Domestic & foreign) 

Banks Acceptance 
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Total Liquid 7 4563 
*Liquidity Md Ratio 231 4 
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Agriculture 
Manufacturing 

Property & Construction 
Individual Housing Loans 
General Commerce 
Other 
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Current 

Savings 

Fixed 

NCDs 
Loan/Deposits ratio 


NCDs: Negotiable certificates of deposit. 

* Liquidity ratio equals total liquid assets divided by total deposits including 
NCDs, net amounts ducto domestic financial institutions and instruments diss | 7 
counted/rediscounted under repurchase agreements, calculated as at mid- 3 
December. A 
Source: Bank Negara. 


ы 
res 


oc 
D» a 


grew 13.3% to M$12.48 billion, up from 1981's 12.8% increase. — 
Total private sector liquidity (M2) gained 16.3% to M$37.65 bil- —- 
lion after growing 17.1% the previous year. 4 

Money-market interest rates eased in the latter months of | 
1982 in line with the expansion in money supply. After fluctuat- _ 
ing at around the end-1981 level of 10% for the first five months 
of the year, the average three-month interbank rate started tO _ 
drop in June when BN intervened. After October, when it - 
moved in again, the rate fell to around 8%. By the middle of 
March 1983, three-month money was down to 6.8%, though - 
over the first half of April it had climbed back to more than 7%, 

ommercial bank deposit rates followed that trend, clos- < 
С: the year one percentage point down on the December _ 
1981 average, while base lending rates, too, began to fall — 

back after an appeal to the banks by Minister of Finance Tunku — — 
Razaleigh Hamzah in his October 22 budget speech. The two — — 
biggest domestic banks, Bank Bumiputra and Malayan Bank- — 
ing, cut their base rates from 12.5% to 11.5% almost im-  — 
mediately, the first reduction since 1978. The two largest foreign _ 
banks — Hongkong and Shanghai Banking Corp. and Chart- 
ered Bank — followed suit soon afterwards. ? 

Yet commercial bank-lending rates to customers actually in- 
creased over the year from an average 11.99% at the end of 1981 
to 12.3% a year later. With the banks’ weighted average cost ofl — 
funds dropping over the same period from 7.8% to 7.2%, in-- 
terest rate margins widened noticeably. BN accused commercial 
banks of “taking advantage of the situation . . . in an attempt to - 
increase profits." In fact the few banks reporting profit figures — 
for 1982 all showed a marked down-swing. 

Lending rates did begin to fall'early in 1983 — especially after 






olted" before passing on the ben: 
tket rates to borrowers, BN said in it: 
ing that, unless the market regime reacted more effectively 
ture, it might have to "exert greater influence” оп the in- ` 
t-rate structure.  . 
banks had lowered their. lending. rates in line with the 
deposit rates in the latter ionths of 1982, the already 
d tightening of liquidity would have worsened. As for 
mercial banks' loans, deposit's ratio had already climbed to 
nd 89 for most of the July-November period, after hovering 
nd 87 in the first half. The ratio eased to 84.8 in December 
Petronas poured in deposits, but then rose again to 87.9 the 
owing month as fixed deposits to the value of M$776 million 
re withdrawn. 
he liquidity ratio followed a similar pattern — easing in Feb- 
-August, particularly after money-market rates began to 
cline, tightening in the third quarter due to seasonal demand 
'edit, then easing again as rising exports and foreign-capital 
Ws boosted deposits. The average monthly liquidity ratio 
€ year was 26.276, substantially higher than 1981" 23.7%, 
gh the volume of free liquid assets — over and above the 
iquidity requirement. of 2075 — was down to just 
lion from MS1.15 billion a year earlier. 
e growth in deposits for 1982 asa whole was narrowly 
er than the increase in loans, there was a definite decelera- | 
compared with the previous year. Total deposits including 
tiable certificates of deposit (NCDs) rose by only M$5.09 
n, M$545 million less than in 1981. Net NCD issues de- 
dby тоге than M$700 million as merchant banks competed 
fully for tight corporate funds, while state and federal- 
vernment deposits dropped for the second year running. 


























eed fixed deposits in шсш attracted a large amount of 
funds following the introduction last year of tax exemption of 
fixed s Spent with a maturity oft more than 12 months. 











t the same time, total loans arid advances expanded by 
M$4.14. billion, M$347 million down on the 1981 in- 
crease. The bulk of new lending was once again in the 
building and construction, property-development and house- 
‚purchase markets which took their combined share of loans out- 
standing at the end of the year to 43.7%, from 41.4% in De- 
:cember 1981. The deepening recession substantially reduced the 
rate of growth in loans to the manufacturing and general-com- 
mercial sectors, though agriculture stood up well. There was a 
poor response from commercial banks to the government's 
move to allow them for the first time to raise loans in foreign cur- 
rency for Malaysia residents. Only Malayan Banking took much 
opportunity of participating. in foreign-currency syndications. 
- Earlier this year it took part in loans worth a total US$56 million 
-to three local companies: Kuala Lumpur-Kepong, Promet and 
Syarikat Pertama. — 

On the whole, commercial banks have very little room for 
making meaningful changes i in their lending profiles, since BN 
dictates loans policy by issuing annual guidelines on funding the 
priority sectors. The guidelines are updated i in March each year, 
normally by advancing the base date against which the banks' 
loans performance is compared. | 

There are priority-sector lending guidelines in force for 
bumiputras (Malays and other indigenous peoples); for small- 
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his annual meet-the- -press s ‘session on March 31, the 
governor of Bank Negara, the central bank, Tan Sri 
Abdul Aziz Taha, commented publicly for the first time vatican earnings, that BB ventured ag- 
umiputra Malaysia Finance’s (BMF) problem loans in |» ; gressively abroad, 
gkong. The Bank Bumiputra (BB) subsidiary exceeded It established offices in New York, London 
al banking prudence” he said, but did not elaborate, while о with intermediate stops in Bah- 
nual report of Bank Negara released at the same time, Affi rain and Hongkong . The presence in Hong- 
'es no clue as to why BMF found itself so heavily exposed to a cun kong took the form of the wholly owned de- 
v big borrowers. posit-taking company BMF, which opened its doors for business 
The. background, if not the answer, has to be sought in BB's | on December 12, 1977, with issued capital of M$10 million. 
id growth over the past six years. As early as 1978, commen- BMF's incorporation in March 1974 had followed the visit to 
had already pointed to “the evil of excess bank liquidity," | China by Malaysia’s late prime minister Tun Abdul Razak. As: 
lem further aggravated by the sudden inflow of money. | report by the national newsagency in 1978 put it: “It was felt 
| oil. In the year ended December 31, 1977, BB's deposits necessary for a Malaysian bank to be located where it could ser- 
cluding balances at other banks and agents) ballooned to | vice trade and financial operations between China and 
52.97 billion (US$1.28 billion) -—agrowthof48.3?o.In abso: | Malaysia. Hongkong was considered eminently suitable for 
ns; deposits rose a massive M$966.1 million. this." e 
jans and advances, howevet, climbed by à mere 11.196 in Lorraine Esme Osman, still BMF's chairman day, endorsed 
o | increase іп absolute terms of ew this saying the colony, already a key financial in Asia, was 
a logical choice to have a presence: its laissez-faire | attitude to- 
wards business, he added, was also helpful. : 
bill In the event BMF's attention was drawn instead to bankrol- 
M$353.8 million as at evious. за and a meagre | ling ethnic Chinese speculators in the property market — then 
M$127.8 million in. 1975. (By end-1981, the latest year for which | on the upswing — and Hongkong's 1 -faire business ap- 
igures are available, that item was M$3.22 billion.) Con- | proach, quickly shared by BMF officials, paled off into indi- 
quently, the stage was set f ne of this money sventually to |. vidual indiscretion and financial imp dence ; eee 
nd its way to Hongkong. — ; Che full extent of the d : 
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Bumi planters: priority-sector loans for them. 


scale enterprises with assets or shareholders’ funds of less than 
M$250,000; for agricultural food production; the manufactur- 
ing sector and end-finance for residential housing. In addition, 
interest rates are pegged at 9% for most loans to bumiputras and 
small-scale enterprises and at 10% for individual housing loans. 

A new policy on low-cost housing finance also came into effect 
in April 1982. Commercial banks would now be obliged to lend 
non-bumiputra borrowers 100% financing for the purchase of 
houses costing up to M$25,000, while bumiputras could get 
100% up to M$50,000 and 90% from M$50,000 to M$100,000. 


bank in asset-ranking in Southeast Asia with M$19.6 billion in- 
cluding contra items; assets alone M$13.2 billion — cannot yet 
be known. It can however be quantified in terms of outstanding 
loans equivalent, according to some reports, to roughly between 
US$270-300 million to three borrowers — the Carrian group, 
Eda group and developer Kevin Hsu. This sum exceeded the 
banking group's total paid-up capital and reserves (M$603 mil- 
lion) and amounted to almost 1076 of its loan portfolio as at the 
end of 1981. 

Of the three, BMF is said to be owed at least US$150 million 
by Carrian alone (out of some US$1 billion 
the group is owing all creditors) while reports 
say Kevin Hsu owes BMF a sum equivalent to 
US$115 million. Eda was liquidated in Feb- 
ruary: BMF had lent it US$36 million against 
its shares (which now have no value) and only 
US$4 million has been recovered. 


majority ownership and control is in 

the hands of bumiputra (Malays and 
other indigenous peoples) interests, the 
BMF imbroglio also means a political fight 
is shaping up as a result of actions which 
elsewhere might have caused no more than 
the ruin of individual bankers and a run on 
the bank. The latter will not happen of 
course: Aziz reiterated the obvious when 
he gave his assurance that “the government 
is fully behind” BB — though heads will 
surely roll. 

Aside from the removal of top officials at 
both the parent and BMF directly implicated 
in the affair, BB’s board line-up by the time 
the report for 1983 appears next year will 
almost certainly have changed. Except for 
the chairman Nawawi Mat Awin, since April 
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Aziz: aquestion of usual banking prudence. 
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Repayment periods would be lengthened to as much as 20 years 
and a graduated scale of repayments would be encouraged. 

The overall response to the guidelines last year was satisfac- 
tory, according to BN, though it pointed out that only three of 
the country’s 38 commercial banks had met all the targets. The 
total shortfall in funding terms was M$505 million, which banks 
that had failed to comply had to deposit at penalty interest rates 
with BN. 

The only two areas in which the banks as a group fell short of 
the guidelines were in making new commitments for individual 
low-cost housing loans and in granting loans under a special 
scheme run by the Credit Guarantee Corporation — a body 
which guarantees bank loans to small businesses. The banks 
made 19,500 new commitments for loans to purchase houses 
valued at less than M$100,000, just short of the target of 20,000, 
while special loans to small businessmen came to M$723 million, 
or 3.4% of the loans outstanding at the base date. The target was 
5%. 

Loans to small-scale enterprises as a whole rose 11.3% to 
M$3.22 billion, or 12.6% of the total at the base year (against a 
guideline of 12%). Credit for food production reached M$1.63 
billion, or 12.4% of base-year loans, just exceeding the 12% 
quota. Loans for residential housing, targeted at 10%, came to 
M$3.5 billion, or 13.796 of loans outstanding at the base date. 
And lending to manufacturers totalled M$5.39 billion, beating і 
the end-1981 figure as required. 

Bumiputra individuals and bumiputra-controlled enterprises 
held loans worth M$7.03 billion by the end of 1982, equivalent to 
27.5% of the total outstanding at the base year — way above the 
stipulated 18% minimum. The number of bumiputra loan ac- 
counts rose by 13,212 to 113,661, though the 1% of borrowers 
with loans worth more than M$1 million accounted for almost 
52% of the total outstanding. 
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1, last year), directors have remained the same since the bank 
was founded in 1965. 

Finance Minister Tunku Razaleigh Hamzah himself acknow- 
ledged in February that BMF's doings had now become a politi- 
cal issue. His comment followed a call by his arch-rival, Deputy 
Prime Minister Datuk Musa Hitam, on institutions set up to help 
bumiputras to return to their original objectives and, simultane- 
ously, an expression of full confidence in "the present manage- 
ment" of the bank. These remarks were seen in political circles 
as shifting the blame, however marginal and derivative, on to 
Razaleigh, the man most closely identified 
with BB in the past and its chairman until 
1976. 

Razaleigh has subsequently tried to head 
off any further veiled attacks, pointing out 
that the bank — 70%-owned by Permodalan 
Nasional Berhad, the government equity cor- 
poration, with the balance held by the Minis- 
try of Finance — reports directly to the prime 
minister. Razaleigh's standing in the main 
party in the National Front coalition, the 
United Malays National Organisation 
(Umno), is at risk, particularly as far as his 
widely anticipated second and last bid for the 
deputy presidency at the ruling party's trien- 
nial elections next year is concerned. 

As competition hots up for delegates’ tic- 
kets to the 1983 general assembly, however, 
there is no guarantee that the rhetoric will be 
restrained at Umno divisional level where 
identification persists as a Razaleigh man or a 
Musa supporter. That wish to make political 
capital could (alas) resemble an eye for the 
main chance that BMF officials, heedless of 
the fact that money-lending holds pitfalls as 
well as profits, displayed in different cir- 
cumstances. 
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If you are new to business in Singapore, 
we will make you feel at home. We have been a part of the“ 
Singapore business arena for over 34 years, 

So we know it inside-out. Our experience and expertise 
can be yours. Together we will get your gano business 
interests on the move. Contact us at our home base or 
at any of our branches near you. 
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Room at the top 


for a new 
cock of the walk 


By Dinah Lee 

he most notable single event anticipated in Singapore’s 
T banking sector this year is the arrival of the Post Office 

Savings Bank (POSB) as a full retail competitor with the 
republic’s other 13 local banks. Having been granted a licence to 
become a commercial bank, POSB hopes to introduce by the 
second half of this year current and fixed deposits, foreign- 
exchange dealing, commercial credit and overdrafts to its 2.2 
million savings customers. 

Probably no other development in Singapore will have as 
large an immediate impact on the community of local banks 
which have enjoyed relative protection from competition, even 
from those 11 foreign banks with full retail licences. With 110 
branches at present, more than any other bank in Singapore, the 
goverhment-owned bank is poised to threaten retail banking 
business on all sides. Its growth to date has been spurred by two 
big advantages: optimum placement of branches in public-hous- 
ing developments — as well as other locations — and tax-free 
status now offered on interest for customer deposits which as a 
consequence have reached $$5 billion (US$2.39 billion) as of the 
beginning of this year. 

For a long time, the tax-free status and the fact that POSB 
does not have to comply with the Banking Act have been bones 
of contention with commercial bankers, both foreign and local. 
Should POSB retain its privileges, the situation will be seen as 
unfair by competing banks and yet another example of what is 
felt in more than one industry in Singapore as the frustrations of 
trying to compete with Singapore Inc. An announcement on this 
question has been awaited for almost three months and the 
newly appointed chief executive of- 
ficer, former director with Overseas 
Union Bank Hsuan Owyang, said 
that the subject was now in the hands 
of a steering committee. 

Many local Chinese bankers inter- 
viewed seemed confident that either 
POSB would be asked to relinquish 
its tax-free status or that the advan- 
tage would be shared with other local 
banks. Either way, POSB will be 
well-placed with its numerous 
branches and 90 automated-teller 
machines to take away business from 
other banks, but whether local or 
foreign competitors will be hardest 
hit is unclear. ! 

It appears that no formal study has 
been carried out by Singapore's 
quasi-central banking organ, the 
Monetary Authority of Singapore 
(MAS) on the overall repercussions 
of the POSB expansion on the bank- 
ing sector. “They don't need to do a 
study as they have all the facts on 
their shelves already," said a local 
banker. At the same time, a con- 
cerned American economist added: 
“1 suspect they haven't done what we 
would call a proper study, which 
wouldn't happen elsewhere." 

This question was put directly to 
MAS, which on two occasions re- 

fused to grant the REVIEW an inter- 


s 


“и. 
ony Tan: promised improved infrastructure. 





= ee) 


Pree es F2 Sem TIGER 
POSB, Empress Place; part of Singapore Inc. 


view. Another effect of POSB going commercial will be the seri- — 
ous strain on Singapore's already shallow pool of skilled banking : 
personnel. Apart from a new training programme under way to 
increase the number of foreign-exchange dealers, other mea: ~ 
sures to ease this shortage cannot keep pace with demand. Intro- — 
ducing new POSBs in graduated phases might help relieve the E 
potential stress on employers. | 
The other government bank and traditionally the fastest- - 
growing, the Development Bank of Singapore (DBS), will “no 
longer be cock of the walk," in the words of a rival Chinese _ 
banker. Also, DBS just disclosed their 1982 results mow 
worst growth rate since 1974, achieving only a 5.6% rise in pre- — 
tax profits to S$198.9 million com- - 
pared with a 59% growth in pre-tax — 
profits the previous year, ‚ 
Other major banking groups are ' 
expected to report lower earnings 
growth as well, possibly even a fall in 
profits for the first time for some. _ 
DBS’ results were partly explained by 
the writing off of bad loans to debt- _ 
ridden countries including Mexico, as - 
well as companies, possibly in Hong- 
kong. Bad loans were written off by — 
other local banks, too: United Over- - 
seas Bank's two loans to (the Polish) — 
Bank Handlowy alone came (о; i 
US$3.9 million. ' 
In fact, not just banks, but the en- _ 
tire banking and financial services - 
sector, usually one of the indomitable — 
engines of growth in the republic, _ 
began to show effects of the reces- _ 
sion. Gross assets and liabilities of _ 
commercial banks increased by only — 
9% at the end of last year, compared 
to more than 25% in 1981. Inevitably _ 
1983 will be a better year, if only from. _ 
the aspect of greater government sup- 
port for its financial sector. Aftera _ 
budget in 1982 that disappointed bank- — 
ers, Minister for Trade and Industry _ 
Tony Tan this year gave bankers tax 
incentives designed to aid the growth _ 
of Singapore's loan-syndication busi- 1 
ness in competition with Hongkong. 
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so promised improvement of the supporting infrastruc- 
- telecommunications, legal and printing services. This | 
'elcome news to many banks, among them those which in 
t year established loan syndication units in Singapore 
American Express, Banque Indosuez and Lloyds 
Unfortunately, almost immediately. on announce- 
nt, the new concession was criticised for ambiguity. In order 
qualify for the concession, the Ministry of Finance must be 
isfied that the “larger part of the syndication process is done 
apore.” With lead managers of the loan often in different 
rom their bank’s regional head office, will the booking 
ding activities within the same syndication be given equal 
in determining the loan’s home? 
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manager for a large foreign bank said the new rule would 

A actually hampernegotiations “because we can't say until 
we've done the deal who qualifies.” Generally it was felt 

-that though the change puts Singapore on a par. with Hongkong 
in taxation terms; it cannot make up for Hongkong's other dis- 
tinct advantages as a loan-syndication centre vis-a-vis Singa- 
pore: lack of interference from the Hongkong Government, a 
higher concentration. of loan-syndication talent and. a better 
geographic location (as accessible to South Korea, the Philip- 
pines and even India as it isto Indonesia 
and Malaysia), better printing. facilities 
and almost equal operating созїз. 
Another recent concession to the finan- 
cial sector was е extension of secrecy 
provisions іп the banking law. The new 
.Banking (Amendment) Bill no 
that information on customers’. г 
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and | 
| j Xr. did Singapore no good in terms of public- 
ity." (This suit involved the deposits of a 
People's Bank now-deceased Pertamina executive in the 
of local branch of the Japanese bank.) 





‚| -Bankers are-also anticipating that the. 
igovernment may. introduce: measures to 


^ бы І P P %% | enhance Singapore's attraction as а funds- 
si Sri Lanka management centre, making the defini- 

ИСЕ о эш ; Seer | tion of capital gain clearer and: adjusting 
. are pleased to announce the formation ofthe first | | tax. According to the directors of Dresd. 
joint-venture merchantbankinSriLanka ner Southeast Asia (Dresea), another fea- 


3 uw ture the banking sector would like to see is 
.. People's Merchant Bank Limited _ 


an allowance from MAS for untaxed.and 
__ whichis established to provide:— 
















| undeclared reserves, such as are.allowed 
Чп Other. countries, to cover unexpected 
risk. In the. absence. of such a. measure, 
Dresea is recommending to its sharehold- 
ers an increase in contingency reserves of 









p EN ; S$16 million bringing total contingency re- 
nd project financing and export finance using serves to $$33 million and overall reserves 
the facilities andex of to more than $$100 million. Other banks 
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may follow suit if they have not already 
done so. Di ag | 

The. most recent proposal coming from 
bankers was prompted only at.the end of 
March by the: appalling discovery that a 
local manufacturer of cane furniture had 
managed to borrow.$$53 million from 25 
different financial institutions here with- 
out bankers. being alerted:to their risk. 
This has led *— actually a re- 
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tion in September 1981, that such a bureau be privately run, was 
inconsistent with the need to ensure complete and accurate in- 
formation. 

It will be interesting to see how many concessions Singapore’s 
bankers, particularly foreign bankers, can wring from MAS 
when the accessibility, not to say friendliness of that organisa- 
tion decreases and bankers complain: “We have no way of 
knowing where they're going so we can go with them." Bankers 
hope that MAS reluctance to meet informally with them may 
change this year, with little more to substantiate that hope than 
the tone of politeness in a phone conversation with a MAS sec- 
retary. 

The row last year over foreign and local banks round-tripping 
Singapore dollar funds in order to evade reserve requirements 
with MAS did nothing to warm up an already chilly relationship. 
One by one bankers were called on the carpet for private scold- 
ings, two foreign bank managers had to leave Singapore and 
fines ranging from less than S$100,000 to S$1.2 million for 
Citibank were imposed. 

Local banks were fined as well as foreign banks, though this 
was not publicised in the local press, giving Singaporeans the im- 
pression that foreign bankers were the major culprits. In fact, 
one of Singapore's leading Chinese bankers said: "Trying to 
avoid round-tripping here is as impossible as avoiding sovereign 
risk." A European banker told the REVIEW that within Singa- 
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pore’s banking circles it is well known that many customers for 
whom the banks carried out round-tripping, thereby enabling 
higher interest rates to be given, were Singapore Government 
institutions. 

In the meantime, Singapore’s growth into a financial super- 
market continues, despite these hiccoughs. The Asiadollar mar- 
ket suffered setbacks, bringing its gross size back down to the 
US$100 billion level as interbank activity, which accounts 
for more than 60% of Asian currency unit trading, con- 
tracted. 

Nevertheless, applications and arrival of new banks continue 
apace, with the total now reaching 69 offshore banks, 49 mer- 
chant banks, 13 local banks and 13 restricted licensed banks. 
Last year also saw the unexpected rise of Canadian merchant 
banks to the top list of money-earners, supplanting the Ger- 
mans. Although Dresea kept its place as the largest merchant 
bank in Singapore in terms of assets, Toronto Dominion, Bank 
of Montreal, Nova Scotia and Royal Canada all benefited from a 
tax agreement with Singapore similar to that enjoyed by Ger- 
man banks. Together, the Canadians took up $$40.5 million of 
the total S$90 million in profits made by the top 10 merchant 
banks in 1981-82. 





INDONESIA 


The economic 
slow-down 


is to continue 


By Manggi Habir in Jakarta 

he banking industry has been operating under the threat of 
T: major devaluation for more than a year now. With 

expected worsening balance-of-payment problems due to 
cuts in oil prices and with President Suharto's new cabinet install- 
ed, on-off devaluation rumours gained considerable momen- 
tum in the past month. On March 30, a few days after there was a 
mad rush to purchase US dollars, the government moved and an- 
nounced a 27.58% rupiah devaluation against the US dollar. 

The rupiah dropped in value from a middle rate of Rps 702.5 to 
Rps 970:US$1. But this time, having anticipated a devaluation 
for some time, the banking industry was well prepared. The busi- 
ness community had also hedged their position, but those that 
could not fully cover their foreign-exchange exposure — result- 
ing from offshore borrowings — because of limitations on the 
availability of forward cover, will experience substantial foreign- 
exchange losses. 

Although financial events have been dominated by devalua- 
tion concern and the general slowdown in the economy, there 
have been several new developments in the market. Panin Bank 
and Bank Pembangunan Indonesia (Bapindo) respectively be- 
came the first bank to be listed on the Jakarta stock exchange and 
the first to issue rupiah bonds in nearly two decades. There were 
also several technical agreements signed between local and 
French banks. And a relatively small private bank — but part of a 
large local group — established from a merger of two existing 
banks, was recently opened. 

Devaluation rumours began in late 1981 when the rupiah 
started to weaken noticeably against the US dollar. But at this 
time the expected slide in the country’s oil-export earnings was 
not so alarming and official foreign-exchange reserves — which 
account for about 60% of government revenue — were still 
around US$6.1 billion. The balance-of-payments situation, 
however, worsened as oil exports dropped and the rupiah-US- 
dollar exchange rate was allowed to slide further from Rps 646: 
US$1 in January to Rps 686:US$1 in December last year. In the 
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middle of that year devaluation rumours surfaced again but 
Suharto, in his August state address before parliament, prompt- 
ly denied that the government would devalue the rupiah and 
added that it would continue to float against major currencies. 

But now Indonesia’s oil price has been cut by US$5 in line with 
other Opec countries. In addition, the country’s official foreign- 
exchange reserves had fallen to US$4.2 billion at the end of 
1982. This does not include unofficial reserves in the banking sys- 
tem which at that time amounted to US$3 billion. 

With devaluation most bankers expect a substantial amount of 
rupiahs, converted and placed offshore, to be brought back into 
the country. Thisis likely to relievethe tight rupiah supply in the 
market which has been going on for some time. 

One factor which added to the rupiah scarcity in the market 
was the recent ruling on Bank Indonesia (central bank) swap 
facilities (REVIEW, Mar. 17). The new ruling effectively reduces 
the margin banks can earn from providing US-dollar:rupiah for- 
ward cover. It also limits the use of the central bank's swap 
facilities only to banks' and their customers' US-dollar offshore 
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borrowings. This rte оед problems for banks as iiey have 

been using swap facilities to cover their US-dollar onshore bor- 
Ё fowings which have been partly used by the banks to finance 
4 - their rupiah assets. These onshore US-dollar borrowings are 
rs EL with investors iticreasing preference to hold US dol- 
| lars 
a Banks were thus faced with either converting their onshore 

US-dollar borrowings to offshore or replacing their onshore US- 

` dollar borrowings with rupiah. And because banks are restricted 
| by offshore borrowing limits which generally are fully utilised, 
E the only recourse was to convert their onshore US-dollar bor- 
- rowing to rupiah. This resulted in a scramble for rupiah pushing 
| inter-bank rates up to 24% in February. Offshore borrowing 
— limits, which only apply to banks, were meant to prevent private 
. national banks from over-extending themselves. 

These funding problems are faced primarily by fast-growing 
rivate national banks and foreign banks which account only for 
* 1% and 7% respectively of total industry assets. The five state 
- banks which account for some 78% of industry assets have quite 
` different problems. In contrast to private national and foreign 
- banks, funding for state banks is not a major problem. Aside 
А from their extensive branch network throughout the country, all 
their deposits are government-guaranteed. Insurance com- 
- panies, a large source of rupiah, are compelled to invest a portion 
| of their funds with state banks. State enterprises are required to 

it surplus funds and keep accounts with them. State banks 
have access to Bank Indonesia's rediscount window at very 

Ё аго rates. 
i It is on the lending side that state banks face problems. They 
; a extend investment credits to non-pribumi (non-indigen- 








ғыз PHILIPPINES 


‘Now the 
‘rescuers need 


f By Leo Gonzaga in Manila 
۹ ast year was bad for almost every industry here except 
Li» Selling a commodity — money — in demand 
even during a recession, the banking industry not only 
` ended 1982 in the black, but also earned more than in the pre- 
| ceding year. Considering how much banks were paying fund sav- 
ers and how much they were charging fund users, the good re- 
sults came as no surprise. 
It was the first full year of interest-rate deregulation: adminis- 
` trative rate ceilings were lifted only in late 1981. Allowed to 
float, savings and time deposit interest rates were between 
. 9-16% per year : on the other hand, 24% as short-term loan- 
. interest rate was not uncommon. This is beyond the average re- 
turn on investments in most industries, according to Prime 
. Minister Cesar Virata, who recently called for lower interest 
rates, saying that the high cost of money is a deterrent to an 
economic recovery 
However, the floating interest-rate system is less than com- 
_ plete and funds are relatively cheaper at fixed rates for selected 
borrowers. But even in this case, banks are assured of profits by 
a loan rediscount window of the Central Bank of the Philippines 
(CBP). Under this special lending facility, a bank which lends to 
a food producer, for example, can borrow up to 80% of the loan 
amount from the CBP. The bank pays a rediscount rate of 3%, is 
оне to charge the borrower 12% and thus gets a spread of 
о. 
The numbers are the same when the bank rediscounts a loan 
given to an exporter of so-called non-traditional products like 





vestment саран hey аге also subjec - 
ings which are often not reached because of limited [ө or Op: 
portunities involving high credit risk. 

Flushed with excessive liquidity and restricted in lending these 
funds, state banks have tended to deposit most surplus funds 
abroad, notably in Singapore and Hongkong. 

At the end of 1982 the five state banks’ offshore placements 
amounted to about US$3.6 billion, accounting for approxi- 
mately 20% of total assets and representing about half the banks’ 
earnings. Much of these offshore funds eventually find their way 
back to the country in the form of offshore loans subsidising the 
Hongkong and Singapore financial markets and carrying a 
higher cost (REVIEW, Sept. 24, '82). Although major structural 
changes in the banking industry are not likely to occur soon, the 
monetary authorities have recently come up with regulations to 
ease rupiah-funding constraints. Since February this year they 
have allowed banks and financial institutions to issue rupiah 
bonds, thus enabling them to tap the market for long-term 
rupiah. 


first bank and the second company to issue rupiah bonds in 
two decades. Bapindo, whose total assets reached Rps 607.8 
billion as of October 1982, issued five-year bonds at par worth 
Rps 25 billion and carrying an interest of 15.5?6 per year. This, 
however, is still below the interest one can obtain from a rupiah 
time-deposit, now around 17-18%. To make bonds more attrac- 
tive the government has come out with tax incentives. Interest 
income on bonds will only be subject to a final withholding tax of 
10% and no fiscal investigation will be conducted on sources of 
funds used to buy the bonds. 
So far no other bank has followed in Bapindo's footsteps but, 


I: March Bapindo, the state development bank, became the 


garments or electronics. If the borrower is an exporter of tradi- 
tional products like sugar or coconut oil, the bank pays a redis- 
count rate of 8% and is allowed to charge the borrower 14% or a 
spread of 6%. 

Given that interest-rate setting, banks of all types last year 
registered a combined net income of P2.96 billion (US$305.67 
million), 64.7% more than the preceding year's P 1.8 billion. Of 
the aggregate operating income of ¥38.58 billion, loan interest 
earnings accounted for % 34.02 billion or 81.5%; commissions 
and other non-interest charges plus earnings from foreign-ex- 
change transactions P4.56 billion or 18.5%. 

Commercial banks contributed P1.62 billion or more than 
a half of last year's total net income, but the increment was 
only 6.6% over the preceding year's P1.52 billion. Contribu- 
tion of rural banks amounted to just P949 million or roughly a 
third of the total. The increase, however, was more than tenfold 
over the previous P91 million figure. Other contributions were 
P282 million from 
specialised banks and 
P118 from thrift 
banks. 

Based on the few 
available individual 
bank reports, opera- 
tional fortunes va- 
ried, depending on 
size. For example, 
Associated Bank, 
one of the smallest 
in the — 32-strong 
commercial banking 
system with end-1982 
assets of only P1.93 
billion, earned a 
mere P2.42 mil- 
lion net last year. By 
way of comparison, 
net income reached 
Р 120.19 million for 
Bank of the Philip- 
pine Islands with as- 









with the scarcity of 
long-term rupiah 
funds, some banks 
are taking bonds seri- 
ously. 

Another first is 
Panin Bank which 
late last year became 
the first bank listed on 
the Jakarta stock ex- 
change (REVIEW, 
Nov. 26, '82). Panin, 
with Rps 157.7 billion 
sold 12.5% of its 
shareholdings to the 
Indonesian public, 
raising Rps 5.7 billion 
for the company. 

In what appears to 
be an effort by French 
banks to establish a 
stronger foothold in 
Indonesia, three have 
each recently entered 
into technical agreements with three local private banks. These 
were Société Générale with Bank Dagang Nasional Indone- 
sia (BDNI), Banque de Paris et Des Pays-Bas (Paribas) with 
Bank Pacific and Banque Nationale de Paris with Bank Umum 
Nasional. BDNI ran into financial trouble in 1979 and was 
subsequently taken over by Syamsul Nursalim whose major acti- 
vity has been in tyres (PT Gajah Tunggal). Bank Pacific is part 
of the (state oil) Pertamina group of companies, whose former 
director was Ibnu Sutowo, while Bank Umum Nasional is part 


Saleh: credit ceilings will be lower. ** ve 





sets of up to P9.1 billion, one of the biggest in the system. 

The quality of credit risks could have been a major factor, too. 
Net income dropped 55.5% from P24.91 million in 1981 to 
Р 11.09 million in 1982 for Consolidated Bank and Trust Com- 
pany, but climbed 10.1% from P 101.2 million to P 111.4 million 
for Far East Bank and Trust Company. Consolidated Bank is 
the main creditor of financially ailing Consolidated Mines Inc.; 
Far East Bank, on the other hand, has a relatively smaller expo- 
sure in troubled borrowers. 


system is deceptive in the sense that 1982 was the first year 

of operations of two new members — Commerce Bank of 
Manila and Union Bank of the Philippines. Commerce Bank 
used to be Overseas Bank which was rehabilitated after several 
years of forced closure caused by a disastrous run on deposits. In 
the case of Union, it was formerly in thrift banking. 

Likewise deceptive is the listing of 26 private Filipino banks, 
two government-owned banks and four foreign-bank branches 
in the system. Through its various financial institutions, the gov- 
ernment has taken over not only Commerce and International 
Corporate Bank from the Herdis group and Union from the 
Bancom conglomerate, but also Associated Bank from 
businessman Leonardo Ty and Pilipinas Bank from industrialist 
Ricardo Silverio. The government thus has seven commercial 
banks, including the five taken over from the private sector plus 
state-owned National Bank and Philippine Veterans Bank. The 
government also owns the three specialised banks: Amanah 
Bank of the Philippines, Development Bank of the Philippines 
and Land Bank of the Philippines. 

The seven commercial and three specialised banks with gov- 
ernment ownership have first priority and even exclusive rights 
as depositories of cash balances of the national treasury. That 
probably is their only competitive advantage, apart from being 
able to get fresh capitalisation subscriptions out of the budget. 
Like other banks, they are subject to CBP regulation and super- 
vision and must observe CBP-imposed lending-borrowing re- 
strictions. 

Several years ago, National Bank recalled a public issue be- 
cause CBP said the offered yields were against sound banking 
practice. Late last year, Land Bank reduced its lending to the 


т: 6.6% net-income growth of the commercial banking 
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of a diversified group of companies led by Kaharudin Ongko. 

There was only one bank merger reported during 1982. This 
involved Bank Perdagangan Nasional in Medan and Bank 
Dagang Surabaya which joined to form Bank Harapan Santosa. 
This is part of the Harapan group, led by Hendra Raharja, which 
holds Japan's Yamaha motorcycle distributorship and is heavily 
involved in property development. Although still relatively 
small, many expect the bank to grow rapidly with Harapan's sup- 
port. 

The economic slowdown which has begun to affect the bank- 
ing industry is expected to continue. Addressing bankers in 
January this year, then central bank governor Rachmat Saleh 
noted: “Depressed economic activity will be the principal prob- 
lem in the [fiscal] year 1983-84." But, despite the recessionary 
situation, he maintained that the government will keep a tight 
monetary policy in line with the conservative budget policy. Ar- 
guing that monetary credit expansion would result in inflation 
and higher imports, and therefore worsen the country’s balance 
of payments, he concluded: “Credit ceilings, which have been 
generous in the past few years, will unfortunately be much lower 
for 1983-84." 

Bankers are expecting a modest 10% increase in credit ceilings 
as opposed to the usual 30% in the past. They are still assessing 
effects of the recent devaluation on their corporate customers, 
especially those that have large offshore borrowings — brought 
about by tight credit ceilings at home — which were largely unco- 
vered because of limited forward-cover availability. 

It remains to be seen whether banks will have to reschedule 
loans to some of their hard-hit customers as they did after the 
1978 devaluation. a 





National Food Authority after CBP refused to rediscount loans 
on the ground that Land Bank had already reached its redis- 
countable loan ceiling. Just recently, on CBP advice, the gov- 
ernment itself slashed from US$500 million to US$200 million its 
flotation both here and abroad of dollar-denominated treasury 
bills. 

CBP has set US$2 billion as maximum allowable new foreign 
borrowings this year, split 50:50 between public and private sec- 
tors. It has also prescribed P21 billion as the limit on new 
domestic credits, of which up to P16.5 billion will be allo- 
cated to business — the remaining P4.5 billion to the govern- 
ment. 

All commercial, rural, specialised and thrift banks will have to 
operate within these dollar- and peso-credit constraints this year 
unless CBP changes its mind about the ceilings. Existing banks 
will also have to be prepared for new competition. Investment 
banks have been buying thrift banks and thereby expanding 
from merchant to thrift banking. Moreover, offshore-banking 
units of foreign banks are pressing their bid for limited commer- 
cial-banking functions. Considering the funding backstop from 
parent banks, they can be formidable competitors. Virata, how- 
ever, frowns on the idea. 

The biggest problem is that arising from bad and doubtful loan 
accounts. Based on a published study, combined loans of eight 
private commercial banks in 13 distressed companies alone ex- 
ceeded P2.3 billion as of the end.of 1981 (the latest year with 
available data). Creditors are: Consolidated Bank and Trust Co., 
International Corporate Bank, Pacific Banking Corp., Philip- 
pine Bank of Communications, Philippine Banking Corp., Pro- 
ducers Bank of the Philippines, Rizal Commercial Banking 
Corp. and Security Bank and Trust Co. 

The exposure is small compared with what four big borrowers 
alone owe Development Bank, National Bank and other gov- 
ernment financial institutions. According to Virata, government 
exposure in Marinduque Mining and Industrial Corp. as of last 
December 30 amounted to about P10 billion; in construction 
and Development Corp. of the Philippines, Р7 billion; in the 
Herdis group P5 billion, and in the Silverio group, P 1 billion. 
Often called upon to rescue private firms from financial drown- 
ing, Development Bank and National Bank are themselves in 
need of rescue by the government. fr] 
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Result of a large balance-of-payments problem: trishaw drivers stand by to ease the diesel fuel-shortage problem. 


BURMA 


The run-down in reserves worsens 


By M. C. Tun in Rangoon 


notable development in Burma’s banking system, a state 
А, has been the drain оп foreign-exchange ге- 

serves in recent months. The cause, according to offi- 
cials, is world recession and the slump in the demand for and 
prices of rice, timber and minerals, Burma’s main exports. 

Since 1976-77, Burma has been worried by a widening gap be- 
tween low export earnings and high import costs (of capital 
goods from inflation-ridden developed countries). The gap has 
been narrowed to some extent by foreign loans and grants, with 
the result that the balance of payments has shown each year a 
modest surplus until 1980-81 (April-March). 

But the situation took a turn for the worse in 1981-83: massive 
trade deficits in these two years led to balance-of-payments de- 
ficits of Kyats 318 million (US$42.4 million) and Kyats 915 mil- 
lion respectively. As no rapid easing of world recession is yet in 
sight, another payments deficit estimated at Kyats 329 million 
has been forecast for the current fiscal year 1983-84, even 
though foreign loans and grants totalling Kyats 2.68 billion are 
expected to be received during the year. 

These developments have compelled Burma to dip into its 
foreign-exchange reserves to continue with its development pro- 
jects. From an all-time high of Kyats 1.89 billion in March 1981, 
these reserves fell to Kyats 1.59 billion a year later and then 
dropped more than 50% in six months to Kyats 781.8 million in 
September 1982. 

The situation, though serious, is not critical as Burma has had 
experience of much lower reserves; for example in September 
1973 when they were down to Kyats 452.5 million. But to halt 
further depletion now, the government has decided to cut back 
on the investment programmes of state economic organisations 
(Seos) and local municipal bodies. For 1983-84, a total invest- 
ment of Kyats.6.14 billion — or Kyats 243 million less than the 
previous year — has been provided for Seos. For municipal 
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bodies, capital expenditure has been set at Kyats 85.5 million, 
down from Kyats 112 million in the preceding year. 

Provision has also been made in the budget for borrowing by 
the state of up to Kyats 4 billion during the year, either at home 
or abroad. The official practice so far in raising loans abroad has 
been as far as possible to abstain from using foreign commercial 
banks, which charge comparatively higher interest rates and re- 
quire shorter repayment periods. The preference has been for 
soft loans from governments and international agencies like the 
World Bank and the Asian Development Bank. The aim has 
been to avoid raising the country's debt-service ratio (foreign 
debt repayments as percentage of exports) which stood at about 
19% in 1982-83. 

The drop in foreign-exchange reserves has been accompanied 
by a rising trend of borrowings from the state banking system by 
the 23 Seos and 258 municipal bodies: Kyats 2.67 billion in 1979- 
80, Kyats 3.31 billion in 1980-81 and Kyats 4.99 billion in 1981- 
82. These borrowings signified deficit financing by the organisa- 
tions concerned and served to boost circulating currency over 
the years: by September 1982, this had reached Kyats 9.2 billion, 
up from Kyats 8.68 billion in 1981 and Kyats 7.33 billion in 
1980. 

An official spokesman maintained that the 5.9% rise between 
1981 and 1982 had no effect on inflation as the gross domestic 
product during the period grew by more than 7% and people's 
savings by 3196 to Kyats 3.58 billion in 1982 from Kyats 2.73 
billion in 1981. This theoretically sound argument, with his 
estimate of a 5.1795 inflation rate in 1982, could have been 
accepted as a reflection of reality were it not for the continued 
existence of the thriving black market in the economy, which 
seems to indicate that the present level of people's savings is not 
high enough to soak up the black purchasing power of the 
people. 
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Рану ас, | Жаз. 
lop the savings habit Aid also funnel Маз its diete areas, but 
neither objective has proved to be an eminent success even in 
regions which appear to have grown out of subsistence farming. 
The other factor inhibiting banks’ profitability is the official 


dispensation that only about 40% of total lending can go to com- 
every Rs ] 00 mercial and business sectors. A large amount of deposits is im- 


pounded by the Reserve Bank of India , the central bank, as an 


anti-inflationary measure. Out of what is left, banks must meet a 
1 b whole host of special-category priority-sector customers like ex- 
oane y 9 porters, farmers, small-scale industrialists, poor artisans and 


self-employed persons who pay only concessional rates of in- 


on branch expansion or credit orientation: the difference shows 


terest. 
Rs 1 5 go bad Foreign banks are not tied down by most of these stipulations 


By Jayanta Sarkar in Calcutta 
' he biggest development in Indian 
T banking during the year to: March 
1983 was the lowering of banks’ 
tending rates for the first time in many 
years. The ceiling rate was brought down 
from 19.5% to 18% but the cut was not 
uniform at lower levels. This is the closest 
that India has got to the newest revivalist 
mantra (religious chant) of cheaper bank 
funds. The hard-pressed economy struggl- 
ing with a soaring cost of money has wel- 
comed interest relief with hopeful 
graciousness even though it has not been 
very substantial. 

The rate cut topped the list of budgetary 
о» that Finance Minister Pranab 

ukherjee offered to ginger up the econ- 
omy. But he could only reshuffle his cards 
Strictly within certain parameters. First, 
he could not — and would not — totally 
reverse the monetarist policy of keeping-a 
close watch on the growth of 
money supply, including bank 
credit. Secondly, he had to 
make sure that the banking sec- 
tor, which had moved peril- 
ously close to red ink, was not 
pushed over the brink. 

For some years now, Indian- 
owned banks, of which nearly 
85% are in the public sector, 
have been forced to operate on 
extremely low profitability 
ratios. The average branch 
pm for these banks stood at 

23,000 (US$2,312) in 1981 
against Rs 21,000 two years be- 
fore. To compensate the 
banks' loss of earnings as a re- 
sult of the cut in the lending 
rate, the budget has also low- 
ered the tax rate on their in- 
terest income from 7% to 
3.595. What would be lost on 
the swings is expected to be 
made up on the roundabouts. 

To a certain extent, the pro- 
fit crunch is integral to the 
banking policy followed since 
the nationalisation in 1969 of 
the 14 leading commercial 
banks. A major feature of the 
policy is expansion of the 
branch network, especially in 
rural and/or unbanked areas. 
At the end of June 1982, the 
total number of bank branches 
stood at 39,180 (against 8,262 


up in their balance-sheets. The per-branch profit of the 18 

foreign banks now operating in the coun- 
= try ison the rise; from Rs613,000 in 1979 it 
went up to Rs 1.18 million in 1981. They 
have also largely succeeded in avoiding 
* the type of hassles over industrial relations 
that seem to break out all too often in the 
nationalised banking sector. 

But the profit figure is not the only thing 
that seems to attract a number of foreign 
banks to India. A major inducement is the 
feeling that they will be able to do a lot of 
business in the country as it goes, either by 
design or by compulsion, for raising large 
sums from the overseas market in the 
coming few years. Any suggestion of India 
opening up is still considered taboo in 
public discussions, but many in foreign 
banking circles feel that such a process is 
not only going to start very soon but has 
indeed started. 

As for New Delhi, it keeps on making 
appropriate noises about going slow on 
Eurocurrency loans, about not 
burdening the country with 
more foreign debts. But quietly 
the meter keeps ticking. Fol- 
lowing on the banking coups 
brought off by India when it 
raised a US$680 million loan 
for National Aluminium Co. 
(Nalco) and a second of 
US$200 million for Oil and 
Natural Gas Commission 
(ONGC) in 1981, another big 
loan of US$400 million has 
been finalised only recently. 
Besides, smaller loans keep on 
coming almost all the time, like 
those raised by the newly set up 
Export-Import Bank of India 
and Industrial Credit and In- 
vestment Corporation of India. 

But, expectedly, the terms 
are showing signs of hardening. 
In the case of the latest US$400 
million ONGC loan, for in- 
stance, India will have to pay 
0.5% over the London inter- 
bank offered rate (Libor) for 
US$300 million for the entire 
eight-year period. The balance 
amount of US$100 million will 
carry an interest rate of 15 basic 
points‘ over the United States 
prime rate. (This is the first 
time that an Indian loan has 
been linked to the US rate.) In 
contrast, the Nalco loan was 
done at 0.5% over Libor for 

























f e 4732323425353 А - 
іп 1969) of which 20,394 |Mukherjee: budgetary presents; ONGC module built by Hitachi Zosen. the first four years and 0.62596 


100 


MAY 5. 1983 ө FAR EASTERN ECONOMIC REVIEW 





over L 


, After all, a US | 
Monetary Fund loan that 

in 1980 and a balance-of-payments crunch 
must leave their fall-out and anything else 
would have been unusual. 

In keeping with this trend, Indian bank- 
ing authorities have also relaxed some of 
the rigours facing foreign banks which take 
up business in the country. They have re- 
cently permitted the Bank of Credit and 
Commerce International of Luxembourg 
to upgrade its representative office in 
Bombay into a fully fledged branch. Other 
banks to have opened branches in India 
during the past couple of years are Emi- 
rates Commercial Bank (United Arab 
Emirates), Bank of Oman, European 
Asian Bank (West Germany) and Banque 
Indosuez (France). 










everal other banks have opened 
representative offices: Bank of 
Montreal and Bank of Nova Scotia 
(Canada); Chemical Bank, Manufac- 
turers’ Hanover Trust, Bankers Trust and 
Wells Fargo (US); Midland and Barclays 
Banks (Britain); Amro Bank (Nether- 
lands) and Credit Lyonnais (France). 
Many of these banks have strong set-ups 
in areas which have a large concentration 
of non-resident Indians and presumably 
they hope to secure a share in the business 
of remittances by these people to ad- 
dresses in India. 
This could be a promising line but for a 
few Indian banks, which perhaps rushed 
too fast into the field, the experience has 


not proved happy. Five of them tied up pte | i : a 
with a finance company at Doha in Qatar Ber n ` 


to conduct this remittance business аў 
jointly, but they left their flanks open and H ар а H E 
won found ете onte mt ts | the friendly Viking, is Nere! — 
episode has come as a chastening experi- 5 s^ 
ence for other Indian banks which either ue 
have or are planning to have such arrange- We're one of Norway's three biggest commercial banks in terms of — 
Mpeg Mares sp et : total assets, deposits and loans. In the past 128 years, we've been p: 
2 hA ше foarti ирде tat The developing our activities internationally, in concert with our own E 
ное pine Ne bin » bed: po country's economic thrust. To the extent that we now have our own د‎ 
SEG estes eden on V Deputy representation in all major financial centres, links with 6,000 banks Ф: 
Finance Minister Janardan Роојагу іп раг- worldwide, account relationships with 700 of them апа, back home, ^ 
liament on March 4, 70 public-sector bank over 100 offices and branches throughout the country. f e 
branches were robbed in 1982 involving Bergen Bank Asia Ltd is our newly-established, wholly-owned 
Rs 13.66 million in cash plus gold valued at subsidiary. Based in Singapore, this merchant bank is well-positioned ; 
Rs 1.08 million, In 1981, Rs 7.56 million in to serve you anywhere in the region. We provide medium or long-term — 
em ym 1 = million in gold were stolen financing, access to foreign exchange and money markets, organise p 
Th 5 an n EE syndications, trade financing, equity and bond issues, and help you witî — 
Sik is dim Yi onec Бао of ns s mergers and acquisitions, corporate advice, or investment management — 
lent practices involving bank staff. Em- and deponita: m 
ployees act either singly or jointly or in Talk to our friendly Vikings, like Lasse Espelid, the Managing Director, — 
satay with ory mop a oss ен Rosvold, the Foreign Exchange Manager, and Jan Randers, 8 
cording to Poojary, 1,574 cases of fraud or the Operations Manager. wi 
embezzlement were reported during the ЫР. 
first nine months of 1982. In a typical case, 
a bank employee of a branch in Gujarat 4 
cheated the bank of about Rs 30 million by Bergen Bank Asia Ltd 
tampering with records. In Calcutta a T galing #24-06 "4 
bank manager reported to police that over х а 
Rs 250,000 was missing from the vault: all BERGEN Singapore 0104 AS. 
but about Rs 5,000 was later recovered В АМ т күрө Beit түш (onm Ў 
from his house. In all, 315 employees of : K e E: 20725 BASIT ose cH 
public sector banks were found guilty be- ASIA ua. Cable: BEBAASING e 





tween 1978 and 1981. Bad debts of these 
banks so on the rise. Insinuating that 








this too would not have been possible but for the tacit support of 
the bank employees, an MP recently told parliament that Rs 15 
out of every Rs 100 of bank loan were turning out to be bad 
debts. 

Most officials would like to treat all this as the unwholesome 
but inevitable side-effects of the crash programme of expanding 
banking network and swelling staff numbers. But many obser- 
vers feel that the reason lies deeper. They hold that there is 
something wrong with the banks’ accounting and auditing sys- 
tem and that it cannot be set right until the banking industry is 
computerised. But this is strongly opposed by the banking staff. 

The difference between management and employees is not li- 
mited to the proposal for increasing mechanisation of accounts. 
Recently the government has cut down sharply overtime and 
some other perks. Unions are getting fragmented, often with the 
blessings of powerful political groups, thus further straining in- 
dustrial relations. Disciplinary action is sometimes aborted on 
advice from the top. 

Along with staff problems, another main issue Indian 
banking must now tackle is the tardy growth in. deposits, which 
recorded one of their slowest rises in 1982. This was partly 
due to the diversion of savings to competing agencies like 
public limited companies and non-banking financial institu- 
tions offering higher returns on deposits. A part of the in- 
vestible funds has also gone into the share market which is being 
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flooded by a regular flow of attractive shares and debentures. 

The first few months of 1983, however, saw a welcome rever- — . 
sal in the behaviour of deposits. Between the end of December 
1982 and mid-March 1983, banks' aggregate deposits have risen 
by Rs 3.84 billion against a fall of as much as Rs 11.52 billion dur- 
ing the same period last year. With a little more resources at 
their disposal, banks are also opening up their credit lines a little 
wider. Credit expansion during the first two-and-a-half months 
of 1983 came to about Rs 7.8 billion against a decline of Rs 4.07 
billion during the corresponding period of 1982. 

But it is too early to say that all this marks a definitive trend. 
All factors that retarded deposit growth last year are present. 
The central bank has come out with a new deposit scheme offer- 
ing an interest of 11% (against 10% previously) on deposits for 
five years and above. But this alone will not mark a significant 
change in the direction of savings flow. Other changes to attract 
deposits will have to wait until New Delhi has studied the report 
of an expert committee yet to be submitted. 

As for the future of the credit policy, it relates to the entire 
gamut of the government's fiscal and monetary thinking. The 
last budget attempted a small change by offering some lending 
rate reliefs. But the issue is much larger than that; it involves a 
decision on how much to give to which sector, or rather how 
much not to give to particular sectors. Most top industrialists 
feel that the Indian approach even now remains essentially nega- 
tive and counter-productive. Will the debate finally lead to a 
shift in policies? In India that is as much an economic as a politi- 
cal question. 





NEPAL 


FX reserves melt 


in the Himalayas 


_ By Kedar Man Singh in Kathmandu 


he steady economic growth of 3.4% in fiscal 1981-82 
(ended mid-July) slowed down six months later due to 
crop failure caused by adverse weather and the sluggish 
role played by the commercial banks. Nor have the economic 
and fiscal policies of Prime Minister Surya Bahadur Thapa's 
government — on top of world recession — helped overall in- 
dustrial and trade growth in the current year. 
Since agriculture contributes two-thirds of the gross domestic 
roduct and employs over 90% of the population, the shortfall 
in agriculture has affected the national economy. This year an 
approximately Rs 1 billion (US$69.93 million) shortfall is ex- 
pected in the agriculture sector alone. Finance Minister Yadav 
Prasad Pant, a renowned Nepalese economist, has officially ad- 
mitted a shortfall of 16% in production in the current year, but 
impartial agronomists and farmers assess it at 20% at least. This 


— has led Nepal to go with begging bowl in hand to raise approxi- 
mately 90,000 tonnes of food from friendly countries like Japan, 


the United States, Canada, Switzerland, China, France, Burma, 
Pakistan, South Korea, Saudi Arabia, the European Communi- 
ty and India. New Delhi has supplied 10,000 tonnes of rice and 
15,000 tonnes of wheat as a loan, subject to refund six months 
later. 

In this chaotic situation, the government's fiscal and economic 
policies have been as obscure as they have remained unrespon- 
sive to the country's big entrepreneurs and traders. Only un- 
scrupulous Indian businessmen showed the inclination to import 
foreign goods for a large quick profit last winter, when the yen 
and sterling plunged to the lowest rate. 

When the price of consumers' and construction materials 
eroded on the international market due to recession, in Nepal 
there was no impact on the domestic market. Thus importers 
continued to make largt profits from imports, but the govern- 
ment failed to take any measures to bring down the price of 
those 5 

According to official statistics for the first half of 1982-83, ex- 
ports totalled Rs 507 million, reflecting a sharp decline of ap- 
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Minister of Finance Pant: 16%, or time for the begging bowl. 


proximately 50% compared to last year. Imports, however, 
surged by approximately 20% and, in consequence, the trade 
deficit during the review period widened considerably, to Rs 
2.73 billion, with total imports of Rs 3.23 billion. These included 
oil, energy and construction materials, which have adversely af- 
fected the country’s balance of payments for the first time since 
1975-76 as against last year’s Rs 504 million surplus. 

Explaining the position, the governor of the (central) Nepal 
Rastra Bank (NRB), Kalyan Bickram Adhikari, told the 
REVIEW that during the first five months of this year the pay- 
ments position showed a deficit of Rs 298.8 million, in spite of 
receipts of Rs 816.4 million of foreign aid and Rs 163.3 million in 
private remittances. 

In this dwindling trade and unfavourable balance-of-pay- 
ments position, the government has continued to issue licences 
for the import of such things as 40 million pairs of canvas shoes, 
more than Rs 150 million worth of cotton textiles and synthetic 
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fabrics, chocolate and other luxury goods amounting to approxi- 
mately Rs | billion. Businessmen set about making a profit from 
overseas imports only, leaving the NRB with some Rs 2.5 billion 
worth of foreign exchange — barely sufficient, say critics, to 
meet six month's imports. 

The budget announced last July allocated a total of Rs 9.19 
billion with a total deficit of Rs 1.51 billion. This deficit was to be 
met through internal, bilateral, multilateral and international 
loans and from the NRB's cash reserve. Although there was no 
cut in foreign grants, difficulties have arisen over loan negotia- 
tions and with international and multilateràl loans mainly due to 
the recession and volatile exchange rates. 

This has obliged the government to draw an overdraft of ap- 
proximately Rs 950 million to meet deficit budgetary expenses. 
Of this, the government floated more than Rs 330 million worth 
of development bonds and Rs 290 million in security bonds, 
causing a high rate of inflation due to the wide circulation of Rs 
2.82 billion in paper to end-March. By recent agreement be- 
tween the government and the NRB, the government overdraft 
has been limited to a maximum Rs 300 million. 

During 1981-82, money supply expanded by Rs 404.2 million 
(12.6%) and stood at Rs 3.61 billion in mid-July 1982 compared 
with the Rs 377.4 million (13.395) rise during 1980-81. Domestic 
credit together with net foreign assets exerted an expansionary 
effect of Rs 1.57 billion, while time deposits combined with net 
capital and other items had a contractionary impact of Rs 1.16 
billion on money supply. An NRB source stated that domestic 
credit continued to be the principal expansionary factor in 
money supply. 

Explaining the rate of money supply in the first five months 
and the inflation rate (of food and other essential goods), 
Adhikari maintained that money supply had increased modestly 
by 2.4% in comparison to 1981-82, with the rate of inflation dur- 
ing the first half-year of the current year up by 4.5%, of which 
food and non-food group indices increased by 3.3% and 7.2% 
respectively. Economic critics, however, pointed out that the 
money supply in actual terms would have been 25% in total if 
over Rs I billion foreign-exchange worth of imports were not ac- 
counted for. 

During 1981-82, commercial banks' total resources showed a 
moderate increase to Rs 6.2 billion compared to the Rs 1.45 bil- 
lion rise of the previous year. Substantial reductions in NRB 
borrowings with a sharp decline in other sources were major fac- 
tors responsible for the slow resources growth. 

Commercial banks’ NRB borrowing went down by Rs 330.3 
million in sharp contrast to the Rs 203.7 million increase in 1980- 
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81. Similarly funds from other sources declined by Rs 211.5 mil- 
lion. Total time deposits including margin deposits in commer- 
cial banks as of September 1982 stood at Rs 4.08 billion, of which 
deposits at Nepal Bank (the oldest bank) alone were Rs 3.27 bil- 
lion. 

After long negotiation the government has finally permitted 
Citibank of New York and Banque Indosuez to open branches 
this year. Negotiations are in progress with American Express 
and the State Bank of India to operate their respective banks, 
too. 


tional Commercial Bank 132 branches and the NRB eight 

branches throughout the kingdom, barely 10% of them 
are running at a profit, while the rest are subsidised by their main 
branches. Job insecurity for bank employees and the lack of 
trained personnel have made the functioning of the banking sys- 
tem stagnant. The imminent arrival of Citibank and Indosuez is 
expected to have an adverse impact on the business of national 
banks, but the decision has been welcómed by businessmen and 
industrialists. 

In March 1982 Thapa pledged rapid industrial development in 
the country by mobilising 30% of commercial banks’ capital for 
industrialisation by 1985 against a current 15% investment in 
productive sectors. Private businessmen and industrialists com- 
plained that of total bank resources the major share is being used 
by government-run enterprises including some corporations 
which are in default. 

The NRB governor, however, maintained that commercial 
banks have already been pursuaded to meet the prime minister's 
target and that their credit to the productive sector at mid-July 
1982 stood at 12.6% of their total loans and advances. Apart 
from this, the World Bank has made available financial assist- 
ance of US$6.5 million for financing cottage and small industries 
based on indigenous raw materials and craftsmanship, while in 
August last year such a project was launched through NRB in 
nine districts, Adhikari said that the disbursement of World 
Bank funds has proved satisfactory so far. 

Meanwhile, inflation has quadrupled the cost of proposed in- 
dustrial and other development schemes including the hydro- 
power projects, causing their delay. The cost of the 66-mw Mar- 
syangdicp project — to meet the country's demand for at least 
five years — has escalated from US$120 to US$320 million. 
Likewise, the cost of Hetauda cement factory, now under con- 
struction, will have escalated from US$125 to US$145 million 
when it starts production by 1985. 


4 Ithough Nepal Bank has opened 168 branches, the Na- 
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Delivery, based on expertise, experience and resource. 







) Ls d^ UAE, Head Office: Singapore Office: Japan Representative Office: 
ا‎ V PO Box No. 4, Abu Dhabi, Maxwell Road, Shin Aoyama Building (East), Room 1710, 
United Arab Emirates, PO Box No. 2218, 1-1-1- Minami Aoyama, Minato-ku, 
Telephone: 335262 Si ore 9042, Tokyo 107, Japan. 
Telex: 22266 MASRAF "Telephone: 2249911 Telephone: 423 4096/7 


NATIONAL BANK OF ABU DHABI 


Abu Dhabi, Ajman, Al Ain, Alexandria, Bahrain, Cairo, Dibba, Dubai, Fujeirah, Khartoum, Khor Fakkan, 
London, Muscat, Mutrrah, Paris, Port Said, Port Sudan, Ras Al Khaimah, Sharjah, Singapore, Tokyo (Rep. Office), Tunis. 
Washington D.C. Abu Dhabi International Bank Inc. (ADIB) a wholly-owned subsidiary. 


Telex: RS28126 NBAD SN Telex: 02425596 
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Japan's largest bank: 
DKB 


DKB is Japan's largest bank. with total assets exceeding 09599 billion. DKB is also the 
international bank that understands the Japanese people and Japan's financial world 
through its vast domestic branch network and close financial relations with almost all leading 
Japanese companies. A few of the important reasons behind the fact that one out of every 
two foreign and foreign-affiliated companies in Japan 
today banks with DKB — turning to DKB as the kind of Total Assets 
corporate partner they can depend on for up-to-date WI Total Deposits 
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If you're interested in putting DKB's far reaching 
domestic and international capabilities to work for you, 
contact your nearest DKB overseas office. We're located in 
more than 40 key financial centres around the world 

DKB — the international bank that listens and has the 
assets to act 





We have your interests at heart. 
аА ша DAI-ICHI KANGYO BANK 


Taipei Branch: No. 23, Sec. 1, Chang-An East Road, Taipei. Taiwan, Republic of China Seoul Branch: KAL Bldg.. 118, 2-Ka, Namdaemun-ro, 
Chung-ku, Seoul, Korea Singapore Branch: G2. Hong Leong Bldg.. 16 Ratfles Quay. Singapore 0104 Jakarta Representative Office: 
Nusantara Bldg., 14th Floor, Л, М.Н. Thamrin No. 59, Jakarta. Indonesia Kuala Lumpur Representative Office: 5th Floor, MUI Plaza, Jalan 
Parry, РО. Box 2613, Kuala Lumpur O1-02, Malaysia Bangkok Representative Office: 5th Floor. Thai Farmers Bank Bldg., 142 Silom Road. 
Bangkok 10500, Thailand Subsidiary in Hong Kong: Dai-Ichi Kangyo Finance (Hong Kong) Ltd., 15th Floor. China Bldg. 29 Queen's Road 
Central, Hong Kong Associated Companies in: Hong Kong. Bangkok apore, Kuala Lumpur, Jakarta, Manila 

Head Office: 1-5, Uchisaiwaicho 1-chome, Chiyoda-ku, Tokyo 100. Japan Tel. (03) 596-1111 












Banking internationally? 
5 good reasons why 
you should talk to Rabobank. 


будай a specific 4. With total assets of major European co- 
bank as a partner for your more than 1 lObillion Dutch operative banks. As a group 
international activities guilders (approx. US$ 42 these banks have total 


requires sound reasoning: billion) Rabobank ranks assets of US $ 360 billion 
among the 50 largest banks and 36,000 offices. 

۴ By providing 90%0 of in the world. 

So if you’re interested 


all loans to the Dutch agri- 
cultural sector, Rabobank 5 Additionalstrengthis in banking internationally, 
is the largest source of derived from the member- we'd like to meet you. 


credit tothe domestic green ship іп the Unico Banking And when we meet we'd 
sector. And plays a key role Group, in which Rabobank like to help. 

in agribusiness finance. works together with 5 other 

Of all Dutch exports 25% 
consist of agricultural 
products. The importance 
of agribusiness for Dutch 
foreign trade gives Rabo- 
bank an extensive and 
up-to-date knowledge of 
international trade finance. 


2 More than 40% of all 
Dutch savings are entrusted 
to Rabobank. 


3 One third of all 
Dutch companies conduct 
their financial business 
through Rabobank. 

And with 3,100 offices in 
the Netherlands on-the-spot Rembrandt country is Rabobank country. The country where traditions 
services are available in of excellence continue to flourish. 


every part of the country. ^ Rabobank Nederland, International Division, Catharijnesingel 30, 
3511 GB Utrecht, the Netherlands. Telex 40200. 
Branch Office New York, United States of America. Telex 424337. 
Representative Office Frankfurt, West-Germany. Telex 413873. 
Representative Office London, United Kingdom. Telex 892950. 
Subsidiary Curacao, Curacao N.A. Telex 3422. 


Rabobank 


Rembrandt country is Rabobank country 


Rijksprentenkabinet, Amsterdam. 





Your natural partner for 
Swedish-related business: 
$ Е:Вапкеп 


If you do business іп Sweden or Experience Thatis why, 


with Swedish firms anywhere in the today, over 
world there is one natural partner that half of all Sweden's foreign payments 
stands above the rest: Skandinaviska are made through S-E-Banken and why, 
Enskilda Banken. with our superb record in currency 
S-E-Banken is the largest management, we now rank 11th in the 
commercial and investment banking world in foreign exchange dealing. 
group in Sweden, with assets of almost Furthermore, we are particularly 
USS 20 billion. strong in the Far East, well-known and 
We serve 70% of Sweden'slisted —— respected, and with a growing presence 
companies - including leading thatalready includes our own Singapore 
exporters such as Volvo, Saab-Scania, ^ bank, representation in Hong Kong 
Alfa-Laval, Ericsson, ASEA and Atlas Copco. through Scandinavian Far East Ltd, and 
With the striking growth over arepresentative office in Tokyo. 
recent years of Swedens international We have offices in the world's 
industry and trade S-E-Banken has leading financial centres supported 
naturally expanded with it. by over 2,700 correspondent banks 
We provide comprehensive on all five continents, giving us the 
commercial andinvestmentbanking largest international network of any 
services, not only for Swedish Scandinavian bank. 
companies and their subsidiaries If you need a powerful, influential 
around the world but also for firms and soundly-based partner for any 
dealing with them and those trading aspect of your business with Sweden 
or manufacturing in Sweden. you need S-E-Banken. 


e © 

(©) S-E-Banken 
Skandinaviska Enskilda Banken 

Stockholm, S-106 40 Stockholm. Telex 11000 ESSEBH S. 19154 ESSEBS S 


Goeteborg: 5-405 04 Goeteborg. Telex 21020 ESSEBG S. 
Malmoe: $-205 20 Malmoe. Telex 32850 ESSEBM S 


Singapore: Skandinaviska Enskilda Banken Ltd, Hong Kong: Scandinavian Far East Ltd, 
50 Raffles Place 36-01, Shell Tower, Singapore 0104 2006 Hutchison House, Hong Kong. 
Telephone 22 35 644.Telex RS 25188 ESSEBK. Telephone 5 266 306.Telex 83484 SCAND HX. 
Tokyo: 818 New Yurakucho Building 12-1, 
Yurakucho 1 Chome, Chiyodaku CPO Box 1633, Tokyo 100-91. 
Telephone 32 14 55 86. Telex 222 37 29 ESSEBK J. 





We Make Your Business 
Completely Established 
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EW Cr PROFS ARE EAF EARNED THROUGH USE — NOT OWNERSHIP — — “OF EQUIPMENT 
NOW, WE MEET ALL YOUR NEED — 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 
FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC’S NETWORK 
WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 
BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 


OLC's subsidiaries and affiliated Companies in Asia 2 2 2 L 

Hong Kong — Orient Leasing (Asia) Ltd Orient Leasing Sla . 
— Orient Leasing (Hong Kong) Ltd 1 2 

Singapore — Orient Leasing Singapore Ltd Licenced Deposit чеш Company 

Malaysia — United Orient Leasing Co., SDN, BHD Ü H t L (HK Ltd 

Indonesia — P. T. Orient Bina Usaha Leasing rien easing . 

Korea — Korea Development Leasing Corporation Equipment Leasing Specialist 


Orient Leasing Co., Ltd. Зеу Le тт 30th Floor, United Centre, 95, Queensway, Hong Kong. 
TOKYO Dm - тн reek wie du. Tel: 5-295522-7 Telex: 75680 OLCHK HX 
ri Lanka an rien ın 5 


China — China Orient Leasing Co., Ltd 
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COMMERZBANK MW 


»Quality is 
never an accident; 
itis always the 
result of intelligent 
effort.« 


- John Ruskin - 


Intelligent effort has helped establish 
Commerzbank as a тш ё of quality 
in all major areas of commercial bank- 
ing, corporate finance, and investment 
services. Over eleven decades. On a 
global basis. 

To find out how and where, ask a 
Commerzbanker. 


Hong Kong Branch: Connaught Centre, Connaught Road, 
Hong Kong, Tel.: 210217,Tx.: 66400 cbk hx hk 

Tokyo Branch: Nippon Press Center, 2-2-1, Uchisaiwaicho Chiyo- 
da-ku, Tokyo, Tel.: 502-4371/4375, DomesticTx.: 2225506 cbktok 
Commerzbank (South East Asia) Ltd., Tower 3902, DBS Building, 
6, Shenton Way, Singapore, Tel.: 2234855, Тх.: 27189 cbksin 


Branches and Subsidiaries: Amsterdam, Antwerp, Atlanto, 
Barcelona, Brussels, Chicago, Hong Kong, London, Luxem- 
bourg, Madrid, New York, Paris, Rotterdam, Singapore, Tokyo. 
Representative Offices: Beijing, Buenos Aires, Cairo, Caracas, 
Copenhagen, Jakarta, Johannesburg, Lima, Madrid, Manama 
(Bahrain), Mexico City, Moscow, Rio de Janeiro, Sao Paulo, Sydney, 
Tehran, Tokyo, Toronto, Windhoek. 





lls in banks’ tills. 





An. alarmingly 
low savings 
rate of 5% 


By Mohammad Aftab in Islamabad 


hile the jingle of money in the tills of Pakistani banks 
| V was louder than ever before, yielding good profits, the 


private sector has complained of a credit squeeze over 
the past year: and this problem is not going to blow away, given 
the conservatism of the Ministry of Finance (MoF) which keeps 
the State (central) Bank and all nationalised commercial banks 
on a tight leash. 

МОЕ claims that its tight money policy is meant to keep infla- 
tion under control. The private sector, however, maintains that 
not only inflation remains unchecked but government spending 
itself is fuelling much of it. 

The influential Federation of Pakistan Chambers of Com- 
merce and Industry (FPCCT) refutes the government claim that 
the rate of inflation is falling. Prices have, on the contrary, in- 
creased by an average of 30% a year over the past five years, it 
says: "The consumer price index has gone up from 243 points 
in 1976-77 to 399 points in 1981-82." 

But, when asked, an MoF official de- 
scribed this as "totally untrue." He 
maintained: "The rate of inflation has 
moved up around 9-10% a year for the 
last five years: fiscal 1981-82 saw an in- 
flation rate of 11%, while for the first 
current eight months [July 1982 to Feb- 
ruary 1983] it appears to be in the 5% 
range. The current year is expected to 
close with an annual inflation rate of 
around 726," he forecast. 

FPCCI accuses the nationalised com- 
mercial banks of using the govenrment- 
ordered credit squeeze against the pri- 
vate sector, of failing “to ensure a wider 
spread of crédit" and of giving preferen- 
tial treatment to government-owned 
borrowing units. Governor of the State 
Bank, A. С. М. Kazi, says that the rate 
of monetary expansion dropped from 
18.5% in 1980 to 14.1% in 1981 and to 
10.5% in 1982; the ratio of currency in 
irculz mon assets declined 
from 33.7% in June 1982 to 32% in 
November 1982, as compared to 33.8% 
in November 1981. 

The savings rate in Pakistan continued 
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Habib Bank: nationalised expansion with profits. 
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to be alarmingly low during the year. Instead of a recommended 
20% of gross domestic product people hardly saved 5%. 

Calculated on the basis of a national savings rate including 
both public and private savings, the statistics still do not present 
a picture to warm anyone’s heart. National savings dropped to 
10% in 1982 from 22% in 1982. The savings-to-gross national 
product ratio declined from 12% to 11.5% in the same period: 
savings are not responding to the 6.3% annual growth which the 
government has declared for the past four years. 

A recent study shows that the ratio of savings to GDP of 6% is 
lower than in such nations’ as Burma, Zaire, India, Sri Lanka, 
Tanzania, Niger and Indonesia. Even though the savings rate is 
poor there are several reasons for the expansion of bank opera- 
tions, besides the natural growth. 

A 57% devaluation of the rupee in 1972 was the starting point. 
Another major step was taken in January 1982 when the rupee, 
pegged to the US dollar, was floated. It came tumbling down 
from a parity of Rs 9.90 to Rs 12.87:US$1 in late March 1983. 

While the wheat price — also the price at which the govern- 
ment buys from the farmers — quadrupled over the 10 years to 
1982, there was also a significant rise in other commodity prices. 
These commodity operations inflated the banks' transactions. 

Home remittances of Pakistanis working in the Middle East 
are now running at an annual rate of around US$2.5 billion. Be- 
sides being inflationary in character themselves, these remit- 
tances are now being converted into rupees at a rate 29.9% 
higher than that prevailing during the pre-floating period. 

The overall expansion in bank operations is reflected in the 
accounts of all five nationalised commercial banks — Habib, 
National, United, Muslim and Commercial and Allied. Since 
banks were nationalised their combined results show that be- 
tween 1973 and 1981 their paid-up capital and reserves rose from 
Rs 451.98 million to more than Rs 3 billion. Deposits rose from 
Rs 2.23 billion to Rs 94.02 billion, advances from Rs 13.99 bil- 
lion to Rs 59.46 billion, investment from Rs 5.31 billion to Rs 
26.47 billion and profit from Rs 244.18 million to Rs 798.67 mil- 
lion. 

When business results of nearly 57 foreign banks and their 
branches in Pakistan are added to those of nationalised banks, 
the figures go up further. But nearly 89% of all banking business 
is, in any case, done by nationalised commercial banks with 
7,200 branches throughout the country. 

Banks have operated, by and large, according to credit limits 
set by the National Credit Consultative Council which has pro- 
vided that, during the current fiscal year, credit to the private 
sector will be Rs 9.46 billion. It includes 
agriculture Rs 1.98 billion, manufactur- 
ing Rs 4.54 billion, housing Rs 1.1 billion 
and other businesses Rs 1.84 billion. 


hile big businesses complain of 
W: credit squeeze, the smaller are 
critical of the fact that the ad- 
vances are becoming increasingly large. 
“The bigger the borrower, the smaller 
his deposit,” one of them summed up the 
prevailing feeling. Perhaps both groups 
are correct: while businesses requiring 
major injections of cash do not get the 
money because of the overall credit 
stringency, they do get away with what- 
ever is available, leaving very little for 
the small borrower. 

The report of the State Bank for 1981- 
82 reveals that 46.5% of bank advances 
were of Rs 10 million or more. The 
amount outstanding in this category was 
Rs 25.19 billion out of total advances of 
Rs 54.25 billion as of December 31, 
1981. That also meant a total of 31% of 
aggregate deposits of Rs 80.7 billion. 

The annual report also indicates that 
amounts of Rs 10 million or more ac- 
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` Á counted for Rs 3.56 billion or 4.41% of total deposits: Credit ad- 
| vanced to this category went only to 731 accounts. On the other 
` hand, only 109 accounts provided deposits of this size. “The ten- 
` dency of advances becoming lumpy has been looking more and 
_ ‘more pronounced in the last five years,” said one financial 
jalyst. — 
One reason for big business requiring larger advances is the 
` inflation rate. Since nationalisation of major industry and busi- 
ness during 1972-1977 by the late prime minister Zulfikar Ali 
_ Bhutto, business has tended to withdraw its own equity and cash 
3 ind has tried to operate on borrowed money. The reasoning: if a 
( future government nationalises business once again it will ex- 
~ propriate its money. : 
- Bank credit, which had tended to mean advances to industry 
Ör trading almost exclusively, is gradually being made available 
_ toa number of new types of business such on poultry and lives- 
- tock farming, agri-based processing and production, sheep- 
- breeding and village-based woollen processing including car- 
.. pets. A welcome sign is the banks’ willingness to advance money 
For forest-based industry in northern Pakistan. 
` WA move which is expected to help borrowers is the latest 


Friendly and efficient 
"service in a dynamic g 
` economy is the 
winning combination 
that assured our 
growth into a city 4 
bank of Japan. sion 
And now we're к<” 
developing into 
an international 
financial complex. 
Perhaps more than 
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issue on behalf of their customers, backed by 
tangible security. The previous list of items which could be 
used as guarantees was too restrictive and limited the grant of 
credit. 







II five nationalised commercial banks declared profits for 
A“ in March. Habib’s pre-tax profit improved to Rs 

572.8 million in 1982 from Rs 455.5 million in 1981 “de- 
spite inflationary pressures and increase in expenditure," said 
Abdul Jabbar, the bank's president. 

National's Rs 149.3 million profit compared favourably with 
Rs 109.7 million in 1981. United's pre-tax profit improved by Rs 
19.96 billion. Muslim's pre-tax profit rose to Rs 125.46 million 
from Rs 94.63 million: Commercial and Allied reported that its 
pre-tax profit rose to Rs 23 million in 1982. 

The State Bank allowed all commercial banks to revise and in- 
crease their service charges, some of which could now be dou- 
bled or tripled from existing levels. Banks had been asking for a 
revision in service charges, including telegraphic transfers, pay 
orders, drafts, for the past several years in view of higher handl- 
ing charges and costs. But business disfavours the move: Mian 
Ayaz Karim, vice-president of the Rawalpindi Chamber of 
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any other Japanese bank, 
Saitama offers its 
customers the full 
benefits of its vigor 
and vision. The vigor 
that has made it one 
of Japan's fastest 
growing major 
banks. And the 
vision of a bank · 
that never forgets 
people are people. 
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The Japanese bank that helps you grow 


HEAD OFFICE: URAWA, SAITAMA PREF.. JAPAN 
MAIN отт. изати: DEPT. & FOREIGN BUSINESS DEPT.: 1-3-1, Kyobashi, 


Chuo-ku, Tokyo | 7 
211-1211 Telex: 22811 SAIGIN J, 26378 SAIGIN J, 28321 SAIGIN J, 22889 SAIGIN FX 
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Branch: 1,101, Sutherland House, 3 Chater Road, Hong Kong Tel: 5-211691~3 Telex: 83283 SAIBK HX 


Daewoo Center Building, No. 541, 5-ka, Namdaemoon-ro, Chung ku, Seoul, Korea Tel: 753-1241—2 Telex: K23356 SAIB KSL Cable: SAITAMA BANK SL 
56 Pitt Street, Sydney N.S.W. 2000, Australia Tel: (02) 27-2832—3 Telex: 70199 SAIGIN AA Cable: SAIGIN 


SYDNEY 
Jakarta, indonesia Tel: 321708 Ext. 2720 Telex: 44161 SAIGIN JKT 


Oth Floor, MY) Plaza, Jalan Parry, Kuala Lumpur, Malaysia Tel: 435566 
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Commerce and Industry said: "The new fees will burden the 
community and should be withdrawn immediately." 

The government is now setting up special banking courts in 
order to try borrowers who default and check other irregularities 
in the business. M. R. Khan, chairman of the Banking Council, 
which oversees all nationalised banks, says they have been un- 
able to collect Rs 3 billion from 39,000 defaulters. Nearly 38,000 
cases were pending in the courts while 11,000 more were to be 
filed. There is little hope of recovering this money, which has 
been wasted on fictitious borrowers with the connivance of bank 
staff. The State Bank's Kazi, brooding over the state of commer- 
cial banks said: "Corruption and frauds are showing a rising 
trend." 

Critics of Pakistani banks say that the exorbitant rise in 
their expenditure, rapidly rising personnel salaries agreed 
under union pressure and various types of indulgences, have 
led to a situation where they now have to charge up to 4% above 

_the bank rate to meet expenses, previously met by charging 
2%. 

Another telling point is that nationalised banks, with 7,200 
branches in Pakistan and 176 overseas — one branch for 12,000 
people — are performing poorly compared to foreign banks 
which have a total of 58 branches in Pakistan, accounting for 
11% of all deposits and providing 12.5% of all advances. That 
confirms both the high rate of profitability and efficiency of this 
small cluster of foreign banks, where malpractice, fraud and 
other criminal acts are rare. 

The good performance by the foreigners is despite the fact 
that some of them are quite new to a country where they must 
face the rigours of a highly over-regulated economy and a rigid 
burea ; 

Hussain Lawai, Union Bank of the Middle East's general 
manager for Pakistan, says it is a regulated market. “We ap- 
preciate that whatever the regulations, they are there. So, in 
light of these, we try to improve our working. We can improve 
our performance given greater elasticity in our operations," he 
said. 

Lawai feels that unless the credit ceilings, set by the State 
Bank are raised, present growth tempo of foreign banks cannot 
last long. “It is a case of the cake's size remaining the same, but 
the numbers of eaters increasing," he said. His suggestion is to 
raise credit ceilings for foreign banks. In the process, the State 
Bank may have to reduce the ceilings of Pakistani banks to make 
the country attractive to the foreign banks, he said. 

Islamic banking, introduced on January 1, 1981, has ex- 
panded in volume. Called profit-and-loss-sharing (PLS) ac- 
counts, deposits rose from Rs 2 billion in March 1981 to Rs 3.2 
billion in June 1981 and to a robust Rs 7.9 billion in 1982. PLS is 
operated only by nationalised Pakistani banks. The profit is 
computed on the basis of the average return on investment of 
PLS money, weightage for different types of deposits and deduc- 
tion of (growing) administrative costs. 

Annual rates of profit for the year ended December 1982 were 
8.5%, exceeding the interest available on ordinary interest- 
based savings deposits by 1-0.5%. Rates of profit on PLS depo- 
sits for the six months ended December 1982 have declined by 
0.596 compared to December 1981, mainly because investments 
financed by PLS deposits are reaching saturation point. They 
have become less attractive since yields are not as high as in 
1981. “The decline in the rates of profit in such a short span of 
time is not a good sign for the progress of interest-free banking in 
the country," said one analyst. 

Nationalised banks operating the PLS system will have to be 
prodded into managing deposits better in order to improve 
yields. Under PLS rules, banks can compete with each other in 
providing a good rate of profit, however high, to attract more 
and more deposits. On the other hand, under interest-based de- 

its, the rate of interest given to a depositor is uniform for all 
banks and fixed by the State Bank, thereby eliminating competi- 
tion among banks for more deposits and customers. 

Khan said: “The banking community must maintain the best 
possible operational standard of efficiency, unquestionable pro- 
fessional integrity and dedication to the cause of rehabilitating 
the image of this noble profession in which there is no room for 
апу. . . loose or shady practice." Bankers might as well heed 
now. n 
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SRI LANKA 


Now for loans . 
without going 
on bended knee 


By Manik de Silva in Colombo 
t even his harshest critic has challenged Minister of 
Nis Ronnie de Mel’s recent claim: “There has been 
an unprecedented expansion of the banking system in Sri 
Lanka over the past five years.” This picture is so sharp and clear 
that trying to shoot down de Mel’s boast would be a futile exer- 
cise. The minister himself is quick to admit that there are grey 
areas, particularly relating to rural credit, but the expansion of 
the banking system itself is beyond dispute. 

Since the liberalisation of Sri Lanka’s economy by Presi- 
dent Junius Jayewardene's government elected in 1977, a total 
of 15 new foreign bank branches and two representative offices 
have been opened in Colombo. The two big state-owned banks, 
Bank of Ceylon (BoC) and People’s Bank (PB), have opened 
merchant banking subsidiaries. BoC’s Merchant Bank of Sri 
Lanka commenced operations last August, while the People’s 


‚ Merchant Bank, as a collaboration between PB and Guinness 


Mahon and Co., started business a few weeks ago. 
Discussing the banking scene in his recent budget speech, de 
Mel said that particular emphasis had been laid on extending 
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coverage of the rural areas. State banks had formulated a variety 
of credit schemes to serve the needs of the small entrepreneur in 
agriculture and industry. "There is, howefer, still considerable 
scope for improvement in our rural credit schemes. No meaning- 
ful development is possible in Sri Lanka until and unless our 
rural population is made more productive. This objective cannot 
be achieved without the expansion of rural credit," he stressed. 

De Mel does not believe the theory that development will 
trickle down to the countryside as a result of expanded activity in 
urban areas. He argues that this thinking does not hold in a 
country like Sri Lanka where rural and urban economies are not 
fully integrated and the banking sector must spearhead a drive to 
increase productivity and employment in the rural sector. "This 
is the only way in which we can enhance the quality of life of the 
vast, majority of the people in this country who live in our vil- 
lages. The greatest good of the greatest number must prevail, 
and not the well-being of a small affluent class who live in the 
country's urban centres," he says. 

Any businessman here will freely admit that the entry of new 
foreign banks into the banking scene has meant many advan- 
tages. In the pre-liberalisation era, they had been used to going 
virtually on their knees to bankers to get credit even for 
demonstrably viable schemes. Today, there is competition for 
business and new foreign banks particularly have been chasing 
lucrative accounts, offering terms that have helped even state- 


à 112 





BANKING ‘83 





sector institutions like Ceylon Petroleum Corp., which disburses 
nearly half the country's import expenditure on oil, to trim their 
banking charges significantly. 

Although new institutions like the National Development 
Bank and Sri Lanka Export Credit Insurance Corp. — specially 
designed to assist and finance export-oriented activities — have 
been set up, the government is still not happy about the actual 
results achieved. While bankers say that it is too early to demon- 

'strate tangible results from this effect, there is little doubt that 
their creation has strengthened the country's financial system. 

Central Bank (CB) governor Warnasena Rasaputram 
told the REVIEW that he would like to see foreign banks, 
that have entered the country recently, lend less for 
wholesale and retail trading “and put a little more into 
development." It is possible that CB may push the com- 
mercial banks in that direction by punishing non-perfor- 
mers by holding back on re-finance lending. 

Currently, CB requires a bank opening shop here to 
bring in Rs 50 million (US$2.17 million) capital. Of this 
sum, Rs 30 million is sterilised with the CB holding it in 
deposit at8% interest. Since higher-capital requirements 
were imposed, a total of five banks have come into Sri 
Lanka but Lloyds and Chase Manhattan, which have 
long demonstrated an interest in coming to Colombo, 
feel that the terms are too stringent. 

Some other not-so-well-known banks have been 
knocking at the door but no good Japanese bank, which Colombo 
would like very much to attract, has done more than look around. 


Rasaputram does not believe that Sri Lanka has reached an over- * 


- banked situation. “We can have more banks. The competition 
for the business has helped clients," he said. 


some shadow boxing between the two giants of the com- 

mercial banking arena over which earned the highest pro- 
fit in 1982. PB, via the financial pages of the leading English 
newspaper, the Daily News, claimed the credit saying it had 
earned a pre-tax profit of Rs 212.6 million against Rs 210.7 mil- 
lion a year earlier. BoC was quick to say that its net profit of Rs 
192.8 million was better than its competitors due to different ac- 
counting criteria used. A senior PB source confirmed BoC's 
claim to be correct but made the point that this bank, which is 
the older, had come down substantially from the Rs 239.6 mil- 
lion profit earned in 1981. 

Profits earned by these two banks will not exactly mirror the 
picture for other commercial banks. Both BoC and PB maintain 
a very large number of branches and finance higher-risk activity 
— particularly in the rural sector — than other commercial 
banks. Also, being state institutions, they are subject to the 
pressure of carrying more staff on their payrolls than more 
tightly managed commercial banks. 
` However, the resources they command are very much larger 
than those of any other commercial bank in the country and it 
has long been accepted that they are the biggest earners. Availa- 
ble indications suggest that, though banking profits all round 
have declined from a year earlier, all banks, including foreign 
owned, have done very nicely. 

Last year saw both BoC and PB heavily burdened by excess 
liquidity which drove call-money rates down to levels as low as 
1195. The result was that the cost of funds became too expensive 
for these banks, which trimmed their fixed-deposit acceptance 
rates down by 2% 10.18%. A pension scheme and a minor en- 
dowment project, which attracted a substantial volume of 
money, was also suspended. 

Some foreign banks profited from the reduction in call-money 
rates and there were suggestions last August that the two state- 
owned biggies went into a cartel to push up call-money rates. 
There were also accusations that BoC and PB were more willing 
to lend to the two privately owned Sri Lankan banks, Commer- 
cial Bank and the Hatton National Bank, than to foreign banks. 
A PB source, while denying the cartel charge, agreed that they 
were trying to help smaller local banks. “Why shouldn't we?" he 
asked. 
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B circles in recent weeks have been smiling at 
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Despite commercial banks trimming their fixed it rates 
in 1982, the state-owned National Savings Bank (NSB) — the in- 
strument used by the government to mop-up a fast-expanding 
money supply during the early years of the Jayewardene admin- 
istration — maintained:a 20% rate for one-year deposits and 
22% for two-year fixed deposits until April this year. NSB chair- 
man Augustus Wirasinghe said that two-year deposits will no 
longer be accepted and one-year deposits will now earn 18%. He 
explained that NSB’s interest reduction was on a government di- 
rective and said that the bank, during a high-inflation period, 
had tried to give sayers a real return. With inflation now down to 
10% according to CB, the interest cut was being effected, 
A third of the interest paid by NSB is tax free. Despite that, 
and the fact that this bank paid a 
E higher interest rate than commer- 
sls cial banks, the latter attracted 
more fixed deposits as 
businessmen could borrow against 
their holdings. Also, NSB origi- 
nally did not accept corporate and 
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institutional deposits and only individuals could make fixed de- 
posits there. This was later changed. The Treasury has been 
siphoning off more than 90% of NSB’s funds on 16% bonds, but 
an interest differential is paid by the government to keep this 
bank viable. 
NSB’s interest reduction came soon after CB had reduced the 
bank rate from 14-13%. There had been pressure on CB to re- 
(duce interest rates which are among the highest in the world and 
Rasaputram indicated early this year that steps were being taken 
in this direction. The reduction in the bank rate and NSB’s fixed 
deposit rates were part of the interest rate reduction strategy. 
Business circles expect that finance companies, borrowing from 
the public sometimes at rates going as high as 30%, will also 
move to reduce their rates. “The sooner the better,” said the 
chairman of one of the biggest finance companies. 
Early in 1983, a CB exercise aimed at depreciating the rupee 
by a crawling peg device created chaos in the Colombo money 
markets, forcing the bank to abandon the crawl and increase the 


2 MAY 5, 1983 ө FAR EASTERN ECONOMIC REVIEW 





| 
| 


ian Bank 


t 


ҮЛ TAN ers 
aS ia 
: 4 








JJ. 1982 HIGHLIGHTS 


(D European As 





In1982 our Bank continued its progress in spite ofan unfavourable economic 
environment, increasing the business volume by 2196 to DM 79 billion, and 
total assets by 18% to DM 6.2 billion. This sustained expansion is mostclearly 
demonstrated by the growth in short- and medium-term loans to customers, 
by 31% to DM2.3 billion. The emphasis of our activities has remained on short- 
term international trade finance. Operating profits were again satisfactory. 


We have continued the vigorous expansion of our overseas branch network, 
which includes imminent new openings of branches in Lahore and Macau, as 
well asa representative office in Japan and a merchant banking joint venture 
in Australia. The Bankis now represented in 15 key centres in the Asia-Pacific 
area. 





Years 1977 1978 1979, 1980 1981 1982 








DM millions 1982 1981 
Business volume 7,883 6,504 
Total assets 6,215 5,257 
Total deposits 5,640 4,794 
Capital and reserves 300° - 300 
Net interest and commission income 188.2 150.0 
Taxes 423 35.5 
Dividend (10x)* 14.7 (10%) 12.6 





* A capital increase implemented in February 1983 brings total capital and reserves to DM355 million. 
** Effective dividend including tax credit: 15.6% (1981: 14.194). 





European Asian Bank 


The European bank for business in Asia 


Hamburg - Bangkok · Bombay : Colombo - Hongkong 
Jakarta · Karachi : Kuala Lumpur -Lahore - Macau -Manila - Seoul : Singapore 
Sydney - Taipei - Tokyo 





OSTERREICHISCHE LANDERBANK 
IS PLEASED TO ANNOUNCE 
THE OPENING OF ITS REGIONAL 
REPRESENTATIVE OFFICE 

IN SINGAPORE. 
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Call our Representative, Dr. Hans-Georg Stockmayr at: 
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Singapore 0104, Tel: 2247329, Tix: (s 22266 olbsin 


OSTERREICHISCHE LANDERBANK = 
IENNA, AUSTRIA 


A-1011 VIENNA, AM HOF 2, TELEPHONE: 6624-0, TELEX: 115561- VIENNA : AMMAN/BEIRUT · LONDON ` -SINGAPORE - NEW YORK 





parity value of the rupee against the US dollar by a little over Rs 
1 in a single day. Although the government made angry noises, 
threatening to invoke provisions of the Press Council law against 
newspapers running stories that provoked economic specula- 
tion, nothing was done in the event. Insiders privately admitted 
that part of the trouble were leaks from high echelons that 
should have been watertight. 

The dramatic growth of foreign-exchange remittances from 
expatriate Sri Lankans working mostly in the Middle East con- 
tinued in 1982. According to official figures, these remittances 
have risen from Rs 109 million in 1976 to Rs 5.78 billion in 1982 
which, despite the sharp depreciation of the rupee in the inter- 
vening period, has been a very substantial growth. The govern- 
ment has claimed part of the credit for the remittances saying 
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that incentives offered under the non-resident foreign-currency 
accounts schemes had helped attract many of these funds. Such 
an account at a bank enables exchange control-free operations, 
attractive interest rates paid in the designated currency of the ac- 
count (usually US dollars). The interest is free of income tax and 
the capital Of wealth tax for stipulated periods. 

De Mel continues to laud the entry of foreign banks into the 
local banking scene, saying their presence has helped provide a 
wider and more efficient banking service, introduced welcome 
competition and dynamism, encouraged foreign investment and 
foreign trade and helped promote economic development. pg 





Private sector 
credit goes 
up and up 


By S. Kamaluddin in Dhaka 


Ithough little evidence of an early economic recovery in 
Bangladesh is now visible, a substantial expansion in 
bank credit in the private sector since last December ap- 

parently suggests that the prolonged recession may be coming to 
an end in the near future. 

According to statistics available from the Bangladesh Bank 
(BB) — the central bank — during the first five months of the 
current fiscal year (July-June), bank credit in theprivate sector 
totalled Taka 1.17 billion (US$53.09 million) compared to Taka 
1.28 billion in the corresponding period last year. However, in 
the subsequent three months since December, bank credit in the 
private sector has registered an increase of Taka 3.02 billion. 
This clearly reflects a sudden upturn in private-sector activities. 

Credit expansion in the public sector, however, failed to 
match the private sector's performance. In this sector, bank cre- 
dit during the first five months reached Taka 1.52 billion against 
Taka 844 million in the corresponding period last year. During 
the three-month period since December 1982, it increased by 
only Taka 1.25 billion. “This credit expansion in the private sec- 
tor,” a BB source told the REVIEW, “has resulted largely due to 
the government's encouragement of the private sector to revive 
the economy by generating economic activities." 

Restrictive fiscal and monetary policies that the government 
had introduced towards the end of fiscal 1981 to curb the expan- 
sionary trend in the national economy, continued during 1982. 
As a result, money supply (M1) during the year rose marginally 
by Taka 137.7 million to Taka 21.55 billion or less than 1% as 
against 28% expansion the year before. Broad money (M2) dur- 
ing the same period rose by about 8% to Taka 47.19 billion. 

During the first eight-and-a-half months of the current year to 
March 18, М1 reached the level of Taka 24.26 billion while M2 
rose to Taka 53.07 billion. 

According to a senior BB official, in the first eight months of 
this year, M2 has increased by over 11% and the annual rate is 
likely to be about 16%. He said that since the gross domestic 
product for the current fiscal year has been refixed at about 4% 
and the rate of inflation is just over 9%, 16% monetary expan- 
sion could be acceptable. He believes that annual inflation is un- 
likely to exceed 12%. A private-sector banker, however, would 
like to put the annual inflation figure at around 15%. 

Foreign-exchange reserves have improved substantially to 
Taka 6 billion at the end of March as against Taka 2.4 billion at 
the end of June last year. One reason for this improvement is a 
lower level of imports during the year. The bill this year is ex- 
pected to reach about US$2.3 billion as against the original 
target of US$2.5 billion. 
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There are 4,500 bank branches: 65% serve rural customers like these. 


Meanwhile, with the March opening of three new banks in the 
private sector — two locally owned are the National Bank and 
City Bank while the third, Islamic Bank, is 70% Arab-owned — 
a totally new situation has been created in the banking sector. 

This is the culmination of the government's new policy to en- 
courage the private sector to play an increasingly important role 
in the development of the national economy. Earlier last year, 
the first-ever joint venture in the banking sector, the Arab- 
Bangladesh bank — 75% equity participation from Dubai Bank 
owned by the well-known United Arab Emirates business 
house, Galadari Brothers — was formally opened in Dhaka. 

The government is known to have taken the decision to return 
two smaller among the six nationalised commercial banks — 
Pubali Bank with 430 branches and over Taka 4 billion and Ut- 
tara Bank with about 200 branches and Taka 2 billion deposit — 
to the private sector. Currently, the authorities are busy working 
out modalities of share transfer, valuation and the assets of the 
two banks. 

Nationalised banks account for nearly 93% of all bank depo- 
sits and more than 95% of all advances. Once these two banks — 
Pubali and Uttara — are handed over to the private sector, the 
vast imbalance between private-sector and public-sector bank 
deposits will be somewhat rationalised. 

There are about 4,500 bank branches (including 20-odd 
branches of seven foreign banks), more than 65% of which are 
located in rural areas. Nearly 4,000 of these branches are oper- 
ated by the six nationalised banks, the majority of whose 
branches are losing money because of unplanned expansion and 
unnecessary duplication. Now BB is taking a hard look at the 
functioning of all these branches and has asked them to consoli- 
date before going for any further expansion. A decision has also 
been taken to hand over large numbers of loss-making branches 
to the Bangladesh Agriculture Bank or merge with its branches 
which itself has a network of more than 500 branches. Ir] 
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Competition among banks is good for 
the customer. In Hong Kong as in Germany. 


We have maintained business relations with part- 
ners in the countries of Asia ever since the early 
1950s. And we have been represented in Hong Kong 
for the past three years. Now, to offer BfG clients a 
much wider range of services, we are Opening a 
branch office at this important financial center. 


With more than 7,000 employees and a consoli- 
dated balance sheet total of DM 57 billion, BfG is 
one of Germany’s foremost universal banks. It op- 
erates an efficient network of more than 250 branches 
in Germany, maintains bases in all key commercial 
centers abroad, and cooperates with more than 
3,000 correspondent banks throughout the world. 


All this didn’t just fall in our laps. We owe our 
present position to service which has convinced 


private clientele and German companies alike that 
we are good people to do business with. 


And that’s what we aim to do in Hong Kong, too. 


(әйе & 


BfG:Head Office, Theaterplatz 2 

D-6000 Frankfurt/Main 1 

BfG:Hong Kong 

6th floor, Bank of Canton Building 

6 Des Voeux Road Central, G.P.O.Box 11272 
Hong Kong 

Telephone 5-251128 · Telex 64981 HX 


BfG:Finance Asia Ltd. c/o BfG: Hong Kong 


BfG:Bank für Gemeinwirtschaft 
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Still holding 
their breath for 
foreign banks 


By Brian Robins in Sydney 
he rise to power of the Labor Party has changed the funda- 
т: premise of the orientation of Australian banks 
over the past two years — the entry of foreign banks. 

During the election campaign, Labor stated that if it won, it 
would renege on the promise of foreign bank entry. Under the 
former Liberal-National Country Party coalition government, 
there had been an unprecedented level of lobbying with numer- 
ous foreign banks jockeying for position with the granting of li- 
cences. 

But while the Labor government has stated no foreign banks 
will be given domestic banking licences, there is still a consider- 
able amount of speculation that some moves will be made to 
allow a small number in, perhaps later next year. 

To prepare for the competitive onslaught, domestic banks had 
moved to merge some operations. They had 
also started to streamline their activities in 
the knowledge that life would be tough with 
increased competition. Bank of New South 
Wales merged with Commercial Bank of 
Australia, while National merged with 
Commercial Banking Co. 

But while absorbing the costs of mergers 
and the subsequent rationalisation: of ac- 
tivities, there have been a number of 
changes under way in the banking system 
which now — and which will continue to — 
Squeeze profits. 

A rapid rise in interest rates and increas- 
ing sophistication of the investment public 
has resulted in a substantial change in the 
level of interest-free deposits enjoyed by 
big trading banks. Funds deposited in 
cheque accounts do not attract interest, a 
situation which has led many cheque-ac- 
count holders to withdraw funds which 
could be invested elsewhere to generate a 
worthwhile return. 

By December 1982, interest-bearing de- 
posits of big trading banks reached a record 
67% of all deposits, an increase of 10% since June 1979. This has 
Occurred at a time of high interest rates, forcing banks to pay ex- 
pensive rates to attract funds lost by the shiftout of non-interest- 
bearing deposits. 

The large level of funds deposited in non-interest-bearing ac- 
counts has traditionally enabled Australian banks to be among 
the most profitable in the world. The trade-off against not charg- 
ing interest in cheque account deposits has been interest-rate 
limitations on advances of less than A$100,000 (US$86,730).@ 
Some banks now argue that all advances less than that amount 
made over the past 12 months have been unprofitable due to the 
basic shift in the nature of their deposits. They also now argue 
that these limitations need to be lifted to reflect the basic change 
in the trading-bank deposit structure which has occurred over 
the past two years. 

But in addition to the big rise in average deposit costs, some 
banks have countered by adopting more sophisticated fund- 
management systems to identify idle funds left in cheque ac- 
counts. 

Both Commonwealth Banking Corp. and National Australia 
Bank have reached agreement with Chemical Bank of the Unit; 
ed States to use its computer system to help control idle deposits 
more closely. But also, with the cost of funds rising sharply, the 
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Hawke (right) and Treasurer Paul Keating: keeping their promise? 
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basic operating costs of the banks has also risen enormously over 
the past 12 months. 

Growing competition between Australian banks — a sharp re- 
versal from the traditional situation — has forced all big trading -~ 
and savings banks to increase their hours of operation with the 
concomitant rise in operating costs which has had to be ab- 
sorbed. If anything, as the degree of competition between banks 
widens, internal operating efficiencies will come under increas- 
ing scrutiny in an attempt to offset rising costs. 

Against this backdrop, domestic interest rates have gyrated 
over the past 12 months and, judging by the size of the domestic 
budget deficit of the 1983-84 financial year which needs to be fi- 


` nanced, interest rates will remain under pressure for the foresee- + 


able future. 

The prime rate peaked at 17.5% in the second half of calendar 
1982 and, though rates have fallen substantially since then, they 
are expected to rise strongly in the start of the 1983-84 financial 
year. The slowdown in economic activity, combined with the re- 
cord interest-rate levels seen late last year, resulted in demand 
for funds falling substantially. 

Decline in demand for funds has been most notable with the 
big bank-owned finance companies, most of whom have with- — — 
drawn from the market for funds because they have not been 
able to on-lend funds already raised. The impact of this on pro- 8 
fits generated by finance company subsidiaries of the banks is 





| expected to be severe — highlighting the basic problem faced by 


banks themselves in finding outlets for funds raised from de- 
positors. 


he impact is likely to be particularly tough on the largest of 
T: private banks, Westpac Banking Corp., whose finance 

company affiliates make a substantial contribution to the 
consolidated group profits. But while the impact will be particu- 
larly noticeable here, the same problem confronts each bank. 

In 1982, the Australia and New Zealand Banking Grou 
(ANZ) lifted its net profit by a mere 3% to A$180.5 million, wit 
the bulk of the profit increase coming from its finance companies 
and fringe areas. Westpac group earned A$215.6 million (no 
comparison available due to technical changes) with a strong 
growth in profits from its finance companies and minor areas. 
National Australia boosted its profit a marginal 1.5% to A$150 
million, again due to higher contribution from finance com- 
panies. Commonwealth Banking Corp. posted a higher net pro- 
fit of A$143.2 million, partly due to a change in accounting po- 
licy. , > 

Operations of all trading banks came under intense pressure 
during 1982, a situation which will become more severe this fi- 
nancial year. In a bid to stem the substantial increase in their cost 
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The Wing On Bank makes a world of difference. 


The Wing On Bank Ltd. 


HONG KONG KOWLOON 
Head Office, 22 Des Voeux Road, Central Yaumati Branch, 351-353, Nathan Road 
Wanchai Branch, 164 Johnston Road Mongkok Branch, 697-701, Nathan Road 
Sheung Wan Branch, 209, Des Voeux Road, Central Kwun Tong Branch, 301-303, Ngau Tau Kok Road 
North Point Branch, 349; King’s Road Shamshuipo Branch, 61-65, Nam Cheong Street 
Canal Road Branch, 15, Canal Road West Sheung Kwai Chung Branch, 91-97, Shek Yam Road 
Bonham Strand East Branch, 60-62, Bonham Strand, East Tsimshatsui Branch, 18, Hankow Road 
Aberdeen Centre Branch, Aberdeen Centre, Site 4 Lai Yiu Branch, 9-10, Shopping Block, Lai Yiu Estate 
Chéng Tu Road Shek Kip Mei Branch, Shop 132 Block 19, Shek Kip Mei Estate 
Causeway Bay Branch, 482 Hennessy Road Commercial Centre 


Shun Tin Branch, 206 Тїп Кеї House, Shuin Tin Estate 
Commercial Centre 


MAY 5, 1983 ө FAR EASTERN ECONOMIC REVIEW 


І s F саналаа оту сак, утте 
of funds, banks аге rmore aggressive in their inter- - 
nal funds management; ? t regulations, banks 
mostly hold a minimum of 18% of their assets in liquid and gov- 
terest pressure was as severe, banks often held an LGS ratio of 
as high as 25%. But during 1980-81 it fell to an average ratio of 
21% and the following year moved even lower to 19.3%. 

While the domestic environment is not promising, each of the 
big privately owned banks has boosted its international opera- 
tions substantially in recent years as it has moved further into 
wholesale banking offshore. Each bank now has a substantial 
wholesaling activity offshore with ANZ and Westpac having the 
greatest exposure. This)push will continue and will provide а 
useful buffer against the increasingly difficult trading conditions 
experienced within Australia. 

It has been suggested that for each A$1 billion increase in the 
domestic deposits of ANZ, ils international deposits have risen 
by A$1.5 billion, highlighting the rate of growth being achieved 
offshore. Local banks have also been slow to realise the enorm- 
ous rate of growth of the foreign-exchange hedging market with 
Australia, leaving it to the more entrepreneurial merchant 
banks to corner this market. 

But now banks are slowly moving into it, realising the poten- 
tial ramifications in terms of some of their corporate clients, 
which could be lured away unless this increasingly important ser- 
vice is offered. 

Over the next five years Australian banks are in for a difficult 
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time since, with gross domestic product moving into reverse іп — Р 


the final quarter of 1982, the extensive drought, to which all 


banks have a large exposure and the slow economic outlook gen- _ 
erally, making substantial headway within Australia will be very — 


difficult. ñ 


Profit pressures they are now facing will give them an ideal 
lobbying platform to move to block any possibility of the new _ 


federal government allowing a small number of foreign banks to 
gain domestic banking licences. 
Saddled with their extensive branch structure, domestic banks 


' have a very high operating cost, unless there is a major reorgani- 


sation which would be politically unwise. 

Foreign banks entering Australia would have to establish a 
large branch network, which would be extremely costly. While 
working on their submissions earlier this year, some big overseas 
banks, which anticipated they would be lucky enough to gain a 






licence, were in the middle of negotiations to rent sufficient — 


space to be able to get a branch structure off the ground quickly. 
But with the change of heart in government circles, all such plans 
have now been halted. 2 
Some foreign banks are still working on their submissions tO 
gain a licence, though most are patiently waiting to see wheth 
the new administration will give any ground before they con- 


tinue their planning. a 





NEW ZEALAND 


When the KISS 
held up other 
borrowers’ rates 


By Klaus Sorensen in Wellington 


nterest controls, a tougher monetary stance on the part of 
y the government and finally price, wage and interest freezes 
e life more difficult for New and's four trading 
banks in the past financial year. They found their margins 
squeezed between the controls and rising borrowing costs during 
1982, but during the first quarter of this year they experienced a 
decline in lending demand and expansion of liquidity and a sharp 
fall in interest rates. Along with periodic tinkering from the gov- 
ernment via the Central Reserve Bank, to monetary conditions, 
interest-rate controls and the bank's government-directed re- 
serve-asset ratios, trading banks found the past year a difficult 
exercise. But on top of that banks have had to cope with the in- 
creasing intrusion of financiers into their areas while, at the 
same time, banks have been busy increasing their investments in 
the finance-company and merchant-banking industries. The re- 
sult of these two developments has been a breakdown of tradi- 
tional definitions which have separated moneylenders from ban- 
kers. 

Financiers have been building up a shop-front image for some 
years, with Main-Street money-centres where investors and bor- 
rowers have been able to drop in and make a quick transaction. 
But in the past year finance companies have taken this shrewd 
concept of money retailing further — and seemingly have caught 
the banks unawares. 

Broadlands, the country's largest financier company, has in- 
troduced the closest thing to a banking operation carried out by 
a finance company, with its passbook investments which allow 
immediate withdrawal but still provide high call-interest rates. 
The next step in the finance company march on the banks' 
businesses is the introduction of automatic tellers, a develop- 
ment which has caught on surprisingly slowly in New Zealand. 
The first national network of automatic tellers was introduced 
by the Northern Building Society two years ago — now renamed 
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the United Building Society following a merger — and still - 


banks seemed to do little. Finally the ANZ banking group, along 
with the Bank of New Zealand (BNZ) implemented their long- 
considered plan to introduce an automatic-teller service at the 
end of 1982. ; 

But, just as ANZ and the government-owned BNZ were 
winding up their publicity machines, it was announced that the 
finance companies had already begun their plans for automatic- 
teller machines. Broadlands is the principle financier involved 
and once it issues clients with the plastic cards for the saver 
accounts it will be but one step — cheque accounts — from pro- 
viding a full banking service. 

It is significant that Broadlands and Магас Holdings, a fellow 
financier, are both owned by Fletcher Challenge, the country’s 
largest combine (though public shareholders retain a 40% 
shareholding in Marac). Both companies are now actively pur- 
suing a sort of de-facto banking role, with Marac not far 1 
Broadlands in the pursuit of an almost-complete banking ser- 
vice. And the de-facto role is the only way for them because, 
after much speculation and posting last year, the government fi- 
nally declined to issue the spare (fifth) banking licence to any of 
a large number of contenders. 

The.licence became available last year when the Bank of New 
South Wales (the Wales) and the Commercial Bank of Australia 
(CBA) merged to become Westpac Banking Corp. Fletcher 
Challenge, through both Broadlands and Магас, was said to be a 
contender along with the government-owned Industrial Deve- 
lopment Bank, the Develop- 
ment Finance Corp. (though 
that might have been a little 
optimistic since BNZ is al- 
ready 100%  government- 
owned) and various other 
savings, insurance and build- 
ing-society institutions. 

But in the end Prime Minis- 
ter and Minister of Finance 
Robert Muldoon called a halt 
to what had become a popu- 
lar sport with a clear state- 
ment that there was no sug- 
gestion that the outstanding 
licence would be reallocated. 
This must have come as 
something of a relief to the 
four existing banks — Lloyds- 
controlled National Bank, 
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BNZ, ANZ and Westpac — which found their hands already full 
coping with continual government changes to the game-plan. 
One of the biggest difficulties the government (and its adminis- 
trator of such matters, the Reserve Bank) found in interest-rate 
controls was in plugging the loopholes. 

Whenever the bank issued its latest definition of the regula- 
tions and its advice on how banks and other financial institutions 
should conduct themselves, another unexpected loophole would 
appear. With interest rates at record levels last year and the mar- 
ket at times feverish as demand outstripped supply, the flow of 
clarifications from the Reserve Bank became a torrent at times. 
For banks the moral was clear: the government was paying a 
high price for its original November 1981 abandonment of its 
free-market policy towards the financial sector. 

The government's intention to maintain a firm monetary 
stance became clear at the start of this year when the Reserve 
Bank sharply increased the reserve-asset ratios on the banks. 
The fall-off in lending created a sudden flood of liquidity in 
money markets and by March 
the government had unveiled an 
attractive new government sec- 
urity with short terms, quick- 
withdrawal options and, most 
surprising of all, a higher interest 
rate. 


he Kiwi Savings Stock, 
Т: Kiss by the adver- 

tising agency, offered a 
15% rate for a year with a 13% 
call rate, compared with the pre- 
vious highest government stock 
rate of 14.09% for a longer term. 
With prime industrial debenture 
rates heading for 15% already, 
the effect of the Kiss release was 
dramatic and many millions of 
dollars were subscribed every 
week. 

The private sector took a dim 
view of this: they argued the high 
government stock was holding 

other borrowers rates at a 
time when the government was 
insisting on financiers and 
industrial borrowers reducing 
theirs. 

The forecast for the rest of the 
year is a much quieter banking 
and finance environment with a 
further reduction in the rate of А ah 
annual growth in private sector r3 
credit. By March 1982 the an- akey wakey 
nual growth rate of private-sec- 
tor credit had hit 30%, but by August it was down to 
21% and by December had reached a more responsible-look- 
ing 11%. A sharp turnaround in bank-deposit growth from 
November onwards drew quick action from the govern- 
ment. 

The reserve-asset ratios were raised from 10% for that month 
to 16% for December, 21% in January, 26.5% in February and 
to 30% by March. 

But, while the government can raise security ratios, debt po- 
licy is seen as holding much more potential for maintaining a 
tight monetary policy. A combination of a downturn in the econ- 
omy and the 1982 budget tax cuts means the budget deficit is 
likely to run closer to NZ$3 billion (US$1.9 billion) than the 
NZ$2 billion originally envisaged and that places a much greater 
requirement on domestic financing for the deficit. 

The Kiss is the first aspect of this new policy and further deve- 
lopments aimed at financing the government deficit will include 
a new government stock-tendering scheme — a sign that the 
government is moving towards the free-market stance by letting 


122 





the market determine the interest rate on government securities 
— and other methods unspecified which will leave the banking 
sector with a smaller share of the cake. 

The government aimed another blow at the banking sector in 
its budget when it virtually outlawed leverage-leasing deals. 
Trading banks have been keen on these deals whereby taxation 
advantages of depreciation on major plant and equipment are 
passed on from the operator, who does not have the income 
against which to write off these benefits, to the financier. 

But banks still had something of a last laugh on the govern- 
ment when six leverage lease deals worth around NZ$250 mil- 
lion were rushed to completion virtually on the eve of the 
budget. Ironically the majority of these deals involved govern- 
ment corporations, including a NZ$100 million leverage lease to 
finance a Boeing 747 for Air New Zealand and NZ$90 million 
leverage lease for the government-owned Petrochem am- 
monia-urea plant. In both deals packagers and financiers 
included BNZ, the Development Finance Corp., ANZ and 
Westpac. 

Banks were also busy on the equity investment front last year 
and finance companies and merchant banks were prime targets. 

BNZ increased its already do- 
minant share in the stock ex- 
change-listed BNZ Financing 
Co., and National Bank in- 
creased its share of the mer- 
chant-banking market when its 
subsidiary South Pacific Mer- 
chant Finance bought out fellow 
merchant banker Chase NBA 
Holdings. ‘National Bank al- 
ready owns a major finance com- 
pany (General Finance) and this 
move gives it an enviable 
diversification outside the 
straight trading-bank environ- 
ment. = n 
Westpac banking group also 
opted to maintain a close hold on 
the finance company area when 
‘it decided to retain both its 
Australian Guarantee Corp. 
(AGC) operations in New Zea- 
land (formerly owned by the 
Wales) and the majority 
shareholding in the stock ex- 
change-listed СВА Finance 
Holdings Ltd, part of the CBA 
trousseau. 

When the merger took place it 
was rumoured that Westpac 
would have to get rid of one or 
other of these two conflicting in- 
vestments. Instead it has been 
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automatic tellers. to concentrate on its consumer- 
finance activities while CBA Fi- 
nance is being redirected into corporate finance and merchant 
banking. 

But for the banking customer the news is not particularly 
good. Trading banks have been slow to adopt automatic tellers 
— as already mentioned — and are only just moving into direct 
debiting of clients accounts for payments of bills. 

At the same time banks have shown rather greater speed in 
implementing a user-pays policy by increasing bank fees and 
have broken up the uniform-pricing agreement which covered 
their fees for many years. 

Clearance fees for depositing cheques vary between banks 
from 6-9 NZ cents each item, while charges for cheque books 
have increased sharply in the past couple of years to an average 
of NZ$1.50 per 30-form book. 

Yet the closest customers have got to receiving interest on 
their cheque deposits are the headlines in the newspapers 
“Cheque account interest draws nearer” and statements from 
bankers that interest on cheque accounts may be paid *at some 
stage in the future." 
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The 1982 New York City Marathon, co-sponsored by Manufacturers Hanover 


The marketplace only accepts 
achievement. 


Manufacturers Hanover succeeds. 


Consistency, quality, loyalty. 

Three qualities that clearly show themselves in Alberto 
Salazar's victory in the 1982 New York Marathon. 

Consistency of winning, not once, or twice, but three 
consecutive times. Winning in spite of increasingly strong 
competition each year. 

Quality of performance to break away from the pack 
and be one of the best. 

Loyalty of spirit to commit to endless training and men- 
tal preparation. 

These same core values, witnessed by millions of our 
neighbors as they experienced this extraordinary event, have 
enabled Manufacturers Hanover to emerge as a $64 billion 
diversified financial services organization, worldwide. 

To compete demands daily acceptance of the challenges 
in the marketplace. And rising to accept those challenges. 
Consider the source. 


The financial source.Worldwide. 
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in currency dealings in the Asian Pacific region. 
We specialize in foreign exchange, amount of currency notes of every 
money changing and bullion trading. description daily. 


With modern equipments, a worldwide At Hang Seng, we provide the most 
correspondent network and a group of efficient and competitive services to 
highly trained personnel, our Currency correspondents and individual 
Centre handles a substantial customers. TRY US. 


у HANG SENG BANK LTD. 
currency centre 


77 Des Voeux Road Central, HongKong Telephone: 5-8255111 Telex: 73311, 73323, 75225, 63030 
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POLITICS 


The revolutions lost leader 


and Economics in Islam by 
Ayatollah Sayyid Mahmud Taleghani 
(translated by R. Campbell). Mizan 
Press. US$17.95. 


AYATOLLAH Mahmud Taleghani was a 
leading religious scholar and an important 
political figure in the anti-shah movement 
„aş well as in post-revolution Iran. At the 
time of his death in 1979, he was head of 
Iran's revolutionary council, one of the 
experts assigned the task of drafting the 
Iranian republic's constitution and the 
leader of Friday prayers in Teheran. 

While Ayatollah Ruhollah Khomeini 
emerged as the leader of the Islamic revo- 
lution in Iran, Taleghani deserves credit 
for much of the movément's early organi- 
sation. In fact, Taléghani wrote and spoke 
more extensively on the subject of the Is- 
lamic society and state than other Iranian 
religious leader before the revolutionary 
movement erupted in the form of de- 
monstrations against the shah. 

When Khomeini was in exile in Iraq and 
France, Taleghani was imprisoned in Iran. 
Upon his release, he continued political 
activity and led some of the demonstra- 
tions which eventually brought down the 
Iranian monarchy. 

Taleghani's vision of an Islamic society 
and state draws inspiration from the 
Koran and teachings of early Shia scho- 
lars. He places considerable emphasis on 
economic theory, refuting the notion that 
"Islam represents a blank space where his- 
tory and human choice may inscribe either 
capitalism or socialism." Taleghani con- 
tended that in economics, too, Islam rep- 
resented an autonomous viewpoint and 
wrote of Islam's egalitarian economic 
ideas. His book on ownership of property 
in Islam (in Farsi) is one of the few de- 
tailed contemporary discussions of the 
subject. 

Taleghani's egalitarian views and his 
militant opposition to monarchy brought 
him in contact with the Iranian Left. Con- 
servative scholars criticised his progres- 
sive leanings and the involvement of his 
sons in leftist guerilla movements. His 
popularity with the masses, however, was 
no less than that of Khomeini and is still 
helping the Mujahideen-e-Khalq organi- 
sation. which he helped found. Mujahi- 
deen-e-Khalq is a militant, progressive, 
Left-leaning (despite its own denials) Is- 
lamic organisation. Its vigorous opposi- 
tion to the Khomeini regime indicates that 
revolutionary Iran led by Taleghani would 
have been quite different from what it has 
now become. 

Society and Economics in Islam com- 
prises selected writings and declarations 
of Taleghani, translated from the Farsi by 
an American scholar. It is meant as an in- 
troduction to the thoughts of the eminent 
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Islamic scholar for Western readers, most 
of whom know little about him. The book 
is part of the publishers’ Contemporary Is- 
lamic Thought series, edited by Hamid 
Algar, who has published several works 
relating to the Islamic ideology of the Ira- 
nian revolution. Algar's introduction and 
annotations make it easier for the lay 
Western reader to understand Taleghani's 
writings and speeches, which contain sev- 
eral concepts unfamiliar to non-Muslims. 
Although the selections in the book are 
partly representative of Taleghani's views 
on society and economics in Islam, it sadly 
lacks any speech or declaration shedding 
light on how the Islamic scholar would 
have viewed current developments in 
Iran. The introduction supports the 
Iranian Government's position that 
Taleghani endorsed Khomeini's leader- 
ship and had tacitly withdrawn his backing 
from the Mujahideen-e-Khalq. As if to 
prove Taleghani's agreement with Kho- 
meini, some speeches referring to his 
"outstanding leadership" as well as a mes- 
sage to him in exile have been included. 
The editor chooses to ignore the fact 
that Taleghani's enthusiasm for Khomeini 
waned after the revolutionary regime 
came to be dominated exclusively by cler- 
gymen. He mentions only in passing that 
Taleghani never publicly criticised the 
Mujahideen but goes on to repeat the Iran- 
ian Government's line that he was disil- 
lusioned by *their intrigues in Kurdistan 
and Turkmenistan." Such statements 
leave little doubt as to where the editor's 
sympathies lay and do not do full justice to 


Khomeini in exile: things might have been different. ` 


the man whose thoughts are being intro- 
duced. 

Despite misrepresentation of Tale- 
ghani's post-revolution political position, 
the book makes good reading as it pre- 
sents some of his more forceful writings on 
social justice and the struggle for its estab- 
lishment. Perhaps one of Taleghani's re- 
volutionary disciples will come forward 
with an English translation of his works 
soon. It is to be hoped that it will present a 
better picture of the ideas of an Islamic 
scholar who, had he not died soon after 
the revolution, may have had the influ- 
ence to save Iran from its recent excesses. 

— HUSAIN НАООАМІ 





Cutting through the forest 


Pekin: Un Procés peut en Cacher un 
Autre by Horace Hatamen. Christian 
Bourgois, Paris. No price given. 


THE trial of the Gang of Four was a cen- 
tral event in contemporary Chinese poli- 
tics. Although only a fraction of the pro- 
ceedings were revealed to the outside 
world, that still represented a quite vol- 
uminous series of disclosures about the 
way in which conflict and conspiracy are 
— or have been — pursued in China since 
1949, 

The bizarrely pseudonymous author is a 
foreign correspondent who had some of 
the best contacts and insights of anyone in 
the now 90-strong Peking press corps. His 
command of the material — essentially 
the transcripts of the TV coverage of the 
trial, but including inputs from other 
sources — is scholarly and skilful. He tells 
a lean, racy yarn, but with a detachment 
and attention to detail which make the 





book attractive to anyone seeking to get 
behind the platitudes and misconceptions 
about modern China. 

The problem in writing about the trial, 
as in most writing about contemporary 
China, is the forest of names which West- 
ern readers find hard to remember, espe- 
cially in the ugly pinyin romanisation. An 
index and a series of short biographies of 
the more important figures whose names 
crop up would have been useful for the 
general reader. 

There is, however, the problem of mak- 
ing a book so academic with numerous 
footnotes that the general reader gives up. 
The author on this occasion has declined 
to take that risk. 

Enlivened by some telling cartoons ridi- 
culing Jiang Qing and other members of 
the Gang, and by standard official pictures 
of the trial, this book is a fascinating 
paper-chase through the Byzantine 
labyrinths of Chinese politics. — D.B. 
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` Indonesians rush to dump banknotes they fear will be sidehedi in value 


A panic-spending spree 


By Susumu Awanohara and Manggi Habir 


' Jakarta: Only two weeks after the 27.6% 
devaluation of the rupiah (REVIEW, Apr. 
14) rumours that the [Indonesian Govern- 
ment was about to slash the value of large- 
denomination banknotes threw a number 
of major cities into panic. Masses of 
E swarmed banks to obtain smaller 

anknotes or foreign currency. Many also 


. went on a shopping spree, thus adding to 


already-strong inflationary pressures. 
The April 15 panic, as the incident has 
come to be called, was short-lived. But it 


. was enough to shock the government into 


realising that after 15 years of the New 


_ Order, Indonesians were still capable of 
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such irrational behaviour. The feeling is 
that the panic was obliquely related to the 
` growing awareness that the recent devalu- 
ation may not prove sufficient remedy for 
the country's economic ills — notably the 


widening current-account deficit. There is 


also increasing concern that the govern- 
ment's continued tight-money policy, in- 
tended to combat devaluation-fuelled in- 
flation, might have too severe an impact 
on the local economy. 

One immediate and positive effect of 
the March 31 devaluation was that it stop- 


. ped the mad rush to buy US dollars and 
other foreign currencies. Rupiah funds 
which had been converted and placed 


offshore began to come back and the tight 
rupiah liquidity started to ease. Interbank 
rates dropped from a high of 35% to the 


- normal 17-18% levels. But the April 15 


panic demonstrated that the renewed con- 
fidence in the rupiah was flimsy. 
Rumours that the large-denomination 
(that is Rps 10,000 and Rps 5,000) notes 
would lose either 50% or 90% of their 
value had apparently been circulating for 
several days. They gained momentum to- 
wards the weekend and on Friday, April 
15, banks could not find enough small 
rupiah notes or foreign currencies to ex- 
change for the large notes which the 
crowds of customers were impatient to 
dump. Many major money-changing 
firms, which had taken large positions in 
US dollars before devaluation and were 
stuck with them, also did a booming busi- 
ness selling the US currency once again. 
Department stores, supermarkets and 
shops, which had felt compelled to raise 


prices after devaluation and sufferéd a 
. drastic drop in turnover, more or less 
° cleaned out their old low-cost stocks. 


Some of them dared to raise prices further 
and still the shoppers bought, in cartloads 
or even carloads. Even some car and 
motorcycle makers claim to have bene- 
fited from the panic. 

Obviously the rumoured monetary 
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measure did not обй so outlandish to 
the Indonesians, who had lived through or 
been told of similar measures introduced 
during former president Sukarno's old 
order. In 1950, in order to mop up excess 
liquidity, the government literally cut in 
half large-denomination notes in circula- 
tion, forcing their owners to invest one 
side of the notes in government bonds, 
which carried largë negative (real) yields 
and were illiquid. The hapless. holders 
were forced to exchange the other side of 
the notes for new notes, half the value of 
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Rp 50, 000 A PACK Now! 


the original full notes. Bank deposits of a 
certain size and above were also frozen 
and depositors were given government 
bonds in exchange. 


measure introduced in 1959 for a 

similar purpose was even more arbi- 
trary. Notes óf Rps 1,000 and Rps 500 be- 
came worth Rps: 100 and Rps 50 respec- 
tively (representing value cuts of 90%) 
while existing Rps 100 and Ер 50 notes 
did not change in value. And in late 1965, 
amid worsening hyper-inflation, the gov- 
ernment carried out a re-denomination of 
the rupiah, in which old Rps 1,000 notes 
became one unit of the new rupialt. This 
move allowed the government to draw on 





large unused stocks of old small notes 
which had been overtaken by inflation, 
thus giving the money-printing presses a 
brief breathing space. The re-denomina- 
tion was the most logical and normal 
among Sukarno’s “money cutting” mea- 
sures — a term referring generally to the 
1950, 1959 and 1965 measures — but it 
also involved a cost for the masses. They 
were in fact given only 0.9 of a new rupiah 
for 1,000 old rupiahs, 10% of the value 
being collected by the government as tax. 

The fact that people today believed that 
money-cutüng was possible must 
have shocked and dismayed Pre- 
sident Suharto and his techno- 
crats. Sukarno had ‘completely 
lost control of the economy by 
the time he fell from power in 
1966. Inflation in the 12 months 
to June 1966 peaked at 1,500%. 
Suharto. and his technocrats 
stepped in and pledged to re- 
store logic and reason in 
economic policy and have been, 
to à great extent, successful. 
Economic Coordinating Minis- 
ter Ali Wardhana, in quelling 
the recent rumours, declared: 
"The expression ‘money cutting’ 
is not found in the dictionary of 
the New Order.” At the same 
time, Wardhana hinted that the 
rumours may have originated 
from those who wanted to 
undermine the government. 
Armed forces commander and 
national security chief Gen. 
Benny Murdani said he would 
search for and punish the sources 
of the rumours. 

Inevitably speculation. fol- 
lowed. One MP was convinced it 
was the communists, though In- 
donesians have not seen a com- 
munist in the flesh for some 
years. Still predominant in the money- 
changing and retail businesses, the 
Chinese were also natural targets of suspi- 
cion. Some also said it was Singaporean 
merchants who spread the rumours in re- 
prisal because their business had been hit 
by the sharply increased exit tax imposed 
on travellers from Indonesia. Whatever 
the truth of these allegations, the govern- 
ment needed to know also why so many 
people fell for the far-fetched rumours. 
Sociologists and psychologists have of- 
fered erudite theories in the mass media. 

These tended to blame the government 
and put faith in the judgment of the mas- 
ses. One newspaper editorial, expressing 
a similar view, said that official explana- 
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hana underlined 
the government's ial 
saving its projects, t ove would im- 

prove competitiveness of Indonesian ex- 
ports and make imports more costly. Cen- 
tral bank governor Arifin Siregar noted 
further that after devaluation, the current- ` 
account deficit is likely to shrink slightly 
from US$6.2 billion, the original projec- 
tion for the fiscal year to March 1984 be- 
fore the announcement of a US$5 drop per 
barrel in oil prices, Without devaluation, 
the oil-price drop would have widened the 
current account by at least US$2 billion, 
officials said. 

Siregar was too optimistic, it is felt. 
With Opec (of which Indonesia is a 
member) maintaining curbs on produc- 
tion, revenue from oil exports in US dollar 
terms will show the effects of the recent 
15% price drop. The price of natural gas, 
'another major export, is tied to that of oil 
and.a recent accident at one of the gas 
liquefaction plants here could further re- 
` duce revenue from gas exports. US-dol- 
lar-denominated revenues from oil and 
` "gas exports will not be affected by the 
rupiah devaluation in itself. 

Exports of products other than oil or 
gas, accounting for only 2096 of the total, 
һауе indeed become price competitive 
after devaluation but their effect on the 

“current account should remain small. 
World market demand for timber, rubber 
` and coffee — Indonesia's main commod- 
ity exports — is still generally soft and co- 
vered by domestic volume restrictions in 
the case of log exports, and international 
agreements limiting export quantities in 
the case of rubber and coffee. Moreover, 
it takes time for any increase in the output 
, of rubber and coffee to benefit from price 





relative to total services payments. Thus, 


drop in oil price on the current account: 


for the masses 
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the arrest of colleagues 


By S. Kamaluddin 
Dhaka: Events have turned ful 
case involving alleged irregular 
Abu Dhabi branch of the Ba 
Government-owned Janata Ban 
bankers imprisoned by a spe 
law tribunal have now been acqu 


On the import side, consumer goods 
(accounting for about 20% of the total) 
will not be significantly curtailed by de- 
valuation as demand for these products is 
not relatively sensitive to price increases. 
The same is true of capital goods, account- 
ing for about 40%, partly because they are 
largely financed through overseas credit 
and are not likely to slow down signific- 
antly unless the government imposes self- 
restraint in pursuing major projects. Raw 
materials for the manufacturing sector, 
also accounting for about 40% of total im- 
ports, may slow down as a result of devalu- 
ation, but this mày result in imports of 
competing finished products. 

The effect of devaluation on services 
payments should be marginal. Tourism in- 
come may rise, and dividend remittances 
to overseas parent companies may decline 
in US dollar terms, but they will be minor 










































though it is impossible to be precise, the 
idea that the negative effect of the US$5 








colleagues were put 

The case goes back 
can be wiped out by the devaluation is a 
little difficult to support, unless additional 
measures are assumed. 

Perhaps the government should also 
have explained why it was not imposing 
price.controls after the devaluation, as it 
had done in the past. As expected, prices 
jumped quickly after devaluation -and 
have yet to stabilise. The long-awaited 
price guidelines (which are not mandat- | part). 
ory) háve so far covered only cement, The branch was said to be sufferin 
steel and paper. Cement-price increases. | nent, inves 
were 2,3-8.3%, steel prices were allowed 
to increase about 10% and paper prices 
6%. Weak demand for most consumer. 
goods had limited price increases to some 
10-20% but the recent panic may have 
pushed up prices further. Prices of essen- 
tial food items have remained more or less 
stable, however, thanks to the govern- 
ment's policy of releasing its abundant 
stocks where necessary. At a time when 
the real incomes of many are falling, infla- 
tion is a great concern and the govern- 
ment should treat it as such, observers 
say. 

With the depressed state of the econ- 
omy, the authorities appear confident that 
maintaining a tight money policy is 
enough to contain inflation. This may be 
so but the continued monetary restraint 
has raiséd concern among businessmen, 
bankers and economists. They argue that 
given: the devaluation-induced accelera- 
tion of inflation to, say, 20% or more, this 
year's credit-ceiling increases of only 8- 
10% (in nominal terms) will have a con- 
tractionary effect that may hurt busines- 
ses. One suggested compromise is to 
lower interest rates while maintaining cre- 
dit ceilings. 

The options facing the government are 
painful, but by explaining these to the 
people — particularly the options that are 
finally.chosen and why — it may yet make 
great headway towards political maturity 







tal flight, speculation against t 
(the local currency) апа budgetary 
blems. The Abu Dhabi branch о 
Janata Bank could not maintair the 
quired loans-to-deposits ratio, 
operations were suspended temp 
by the currency board of the United 
Emirates (of which Abu Dhabi fo 














































brought about М, the ы ба 
crisis in the emirate. It reopened f 
ness on July 31, 1977, after ab 
weeks. 

The Bangladesh Government ord 
ап inquiry. Investigations were. cari 
out by the Coordination and i 
Cell for National Security, 
under the President's Secret 
under the late president Ziaur Rahma 
cover matters relating to top pol 
and civil servants. 










four officers of the bank’ $ yo 
branch in December 1978. The c: 
referred to а martial-law. court, 
under the martial-law regulations of 1 
AS martial law was lifted soon afterw. 
the case was transferred to a Dhakác 
But the trial did not take place, for 
which are still not clear. 
However, after the reintroduction’ 
martial law in March last year, the ca 
was transferred back to the newly esta 
lished martial-law tribunal headed. b 
Brig.-Gen. M. Chowdhury. The tribun 
ordered a fresh inquiry into the case. o 
the basis of which supplementary charg 
were submitted against 10 persons, i 
dition to the four already named, i 
first charge sheet. 
These 10 were M. Saleheen, fon 
managing director oft 
Sulaiman Chowdhury, r 










































Bangladesh Bank (ike central. bank); 
Shafiqur Rahman. (Bangladesh Bank): 















































айа (Janata Bank); Shafat Ahmed Sid- 
igi (Janata Bank), and A. T. M. Munir, а 
usinessman resident abroad. — — 
Ironically, Saleheen was the principal 
Osecution witness in.1978 and became 
the. main accused іп 1982 following the 
cond investigation carried out that year: 
he charge against him was that as manag- 
director of the bank, he visited Abu 
habi and approved certain loans without 
jority, obtaining in the process illegal 
nefits for himself and other business- 
en in Abu Dhabi. 

His lawyer has maintained that in fact 


ByA Correspaisdent 

Sydney: The question of iron-ore 
supplies to China figured prominently in 
talks between Chinese and Australian 
leaders in Canberra towards the end of 
April. While no firm agreements were 
reached, China's strong interest in obtain- 
ing ore, partly for its Baoshan steel plant 
near Shanghai, was apparent and follow- 
up moves are planned: 

Jing Shuping, managing director of 
China International Trust and Investment 
Corp., who accompanied Premier Zhao 
Ziyang оп a six-day visit to. Austra- 
lia, said in Canberra that China was espe- 
cially interested in Australian iron ore, 
which is of better quality than China's. “If 









w tribunal had been misled by a printing 
istake in regulations concerning the 
anaging director's powers published by 
€ Janata Bank. 
Charges against the others ranged from 
proving loans without authority to in- 
retion with a client's documents and 
sing the bank's moriey to pay for an ex- 
baggage charge. - | 
Ithough these 10 officials were 
tged under the fresh investigation, the 
stigating officer, according to the de- 
ce lawyer, did-not examine them nor 
he ask them for any explanations. He 
id not approach any officer of the Fi- 
ance Ministry in connection ‘with his in- 
estigation, for reasons which are not 

















By Mike Tharp 

Tokyo: The Baoshad’ ite БОЙЫ пеаг 
Shanghai parallels | the twists and turns of 
Chinese economic: 
1970s. After the initial enthusiasm, the 
project was delayed as it became part of 
the political argument within the Chinese 
leadership. 

Now the shape of the one-time show- 
piece of China's plans for industrial mod- 
ernisation has emerged, perhaps in its 
final form. It demonstrates both the re- 
cent economic pragmatism and political 
self-reliance of the Chinese. On March 27 
an article in the People's Daily noted that 
the sécond phase of the multibillion-dollar 
complex had been reinstated, with cabinet 
approval. 

Behind that simple piece of news lies a 
history as braided as the fluctuating for- 
tunes of Deng Xiaoping's own career. 
Both Baoshan and the Chinese. elder 
statesman have enjoyed adulation and en- 
dured purges, and both seem to have sur- 

` vived simply because China cannot do 
without them. 

Reinstatement of the second phase at 
Baoshan follows two years of limbo when 
the fate of the entire project seemed un- 
certain. The second phase was postponed 
by the Chinese authorities in November 
1980 in the wake ofa bitter internal debate 





he defence layer; barrister К. Z. 
Alam; told the tribunal that in August 
982 the minister of finance and planning 
id expressed his satisfaction that there 
no criminal intent on the part ofany of 
` officials being tried’ under the 
upplementary charge sheet. The trial of 
e bankers — and the manner in which it 
as conducted — sent a chill through 
nior officials in the nationalised banks, 
о practically ceased taking major десі- 
sions. They did not want to take chances in 
the light of what had happened. 

The martial-law tribunal subsequently 
leased three men — Badrul. Alam, 
hafiqur Rahman and K. A. Majid. A 
view board led by Ershad has since freed 
another five — Sulaiman Chowdhury, 
Bazal Ahmed, Aziz Ahmed, Ali Kabir 
nd Shafat Ahmed Siddiqi. The freed ban- 
kers; were found innocent: for example, 
one was using the bank's money to trans- 
ort official. papers and not personal ef- 
ects, as charged: another had authority to 
horise certain loans, despite charges 
hat he did not, and a third had indeed re- 
sed a client's documents, but. this was 
0t illegal in Abu Dhabi. 
.. Ershad has also halved Saleheen’ S jail 
‘term to six years. But Saleheen’s lawyer 
told the REVIEW that once a copy of the 
judgment is available, he will try to appeal 
for yet another review of the case by 
` Ershad. 










































proving living standards through heavy- 
industrial development and those who ad- 










light industry. The latter won the аг 
ment, successfully suspending or can 
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Aniron in the fire — 


Peking is keen on Australian ore to upgrade its own — but is ` 
seeking a share i in amine rather. than relying on market supplies - 


‘grade material,” said Jing in what ap- 





policy since the mid- 
foreign suppliers, 
companies which had provided unrealisti- 


_ between those in Peking who favoured im- |. 


: vocated development of agriculture and. 








we can blend it with our own, it might 
prove economical to ship if fo plants in 
coastal cities rather than use only lower- 









peared to be a reference to Baoshan. 
Australian representatives of existing - 
iron-ore producers, as well as groups with 
planned mines, were invited to discussions 
with the Chinese delegation. The talks 


were largely technical, concentrating on 


the existing capacity of the various 
facilities and future developments plan- 
ned. The Chinese were primarily: in- 


‘terested in gathering first-hand informa- 


tion prior to a forthcoming technical dele- 
gation. due to visit many of the Australian. 





| Out of the melting pot 


After years of ups. and downs and policy switches, the future 
of the Baoshan steel plant now seems more certain 


lack of sufficient hard currency to pay for 
inany of the projects. 

China's actions outraged. many of its 
especially Japanese 


cally soft terms on several contracts. Al- 
though the second-phase postponement 
did not mean the scrapping of Baoshan's 
first phase — a blast furnace, coking plant 
and a seamless-pipe plant — it delayed 
completion from an original start-up date 
of 1980 to the second half of 1982 and now, 
at the latest estimate, to 1985. 

Baoshan's first phase was designed to 
produce 3 million tonnes of crude steel à 
year, and the second phase — a second 
blast furnace, another coking plant, chem- 
ical plant and support facilities — would 
raise total capacity to 6 million tonnes: It 
has never been easy to project the total 
cost of Baoshan — one Chinese Govern- 
ment agency once estimated it at around 








able. Ji apanese trading-company sources 
estimate the first phase cost at ¥300 bil. 
lion (US$1. pecu with: at least ar 

























a Spee Bet 


d June 1980, other “contrac v 
| hi both 


mine sites in May. During this visit, 
further discussions will take place with 
iron-ore producers. 

Of the present iron-ore producers, both 
Mt Newman and Hamersley have a high 
level of excess capacity and, in the light of 
minor growth projections in demand for 
the rest of the decade, are expected to try 
to interest potential Chinese consumers in 
filling their needs from existing mines, 
which can easily handle the extra demand. 
However, at this stage the Chinese have 
shown a marked preference for holding 
their own direct equity in one of the iron 
projects, though unless their annual iron- 
ore needs were upgraded significantly, it 
would be almost impossible to justify a 
new mine development given the present 
depressed demand. 

Projections put forward at an iron-ore 
conference held in Athens in late March 
estimated that demand for iron ore pro- 
duced in Australia and Brazil would rise 
by a marginal 1.3% a year, as demand for 
ore produced in North America and 
Europe is expected to decline by around 
2.2% annually. 





less-pipe mill, and another West German 
firm, Schloemann Siemag, received the 
bid for a 2.1 million-tonne cold-strip mill. 
Wean United of Pittsburgh was included 
in the Schloemann consortium. 

As the so-called readjustment of the 
Chinese economy continued into the 
1980s, some Chinese officials began to | 
have second thoughts about phase two of | 
Baoshan. Nippon Steel experts believe | 
that failing to complete the second blast | 
furnace at the complex would render it a | 

| 





“one-lung™ steel-making operation. (Ja- 
panese blast furnaces are ordinarily oper- 
ated for six or seven years and then need 
re-lining, which removes a furnace for | 
about six months. Thus a plant needs 
more than one furnace to maintain pro- | 
duction.) | 
In late 1981 Peking апа Mitsubishi 
Corp. agreed to a cancellation of the Ja- | 








panese firm’s contract but on condition 
that Mitsubishi had priority if any go- 
ahead were given for phase two. There 
were other hints in the Chinese press af- 
terwards that phase two had been post- 
poned, not cancelled, though it was not 
until the recent People’s Daily announce- 
ment that reinstatement seemed certain. 
There are several reasons behind the 
reinstatement of phase two, some general, 
some particular to Baoshan itself. China’s 
economic performance and outlook have 
improved markedly since the initial post- 
ponement. Foreign trade rose to US$42.3 


| billion in 1981 from US$37.6 billion in 


1980, though it dropped back to US$38.6 
billion last year. Trading-company spe- 
cialists estimate China's total two-way 
trade this year will increase 19% to 
US$45.9 billion. 

The government's long-term develop- 





Baoshan: the green light is given. 
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15 % MINIMUM RETURN 
STMENT 
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Make your money 
really work / 
Large investment institutions and wealthy ' 

individual investors often earn a 45 % 

return on their investments. This is our 

minimum objective. Buying power and 

inside knowledge are the levers to make | 

high returns. For it's still true the more you :111 

have, the more you can make. ie 
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Put our power 
behind you 


Now, small and medium sized investors 
can earn similar returns. The idea is simple. ' i 
First Overseas Investment Services Ltd 1 
provides the essential inside expertise and TÎ 
buying power to boost you into the 
multi-million dollar league. 2 


Maximizing returns 
at minimum risk 


First Overseas Investment Services Ltd 
trades in options. Our Stock Option 
Syndicates enable you to control large 
blocks of securities profitably negotiable at 
a fraction of the price of individual stock 
purchase. And to minimize the risk by the 
spread of investments. Our current 
syndicates are running at an annualised 
potential profit in excess of 100 %. 


Stock Option 
Syndicates work 


If you invest $20,000 as an individual and 
buy 400 shares at $50, a rise in the stock's 
value of $2 gives you a profit of $800-less 
brokerage commission. The same amount 
invested by First Overseas at premium of $1 
(premiums can vary) controls 20,000 
shares. A rise of $2 ashare gives you a profit 
of $20,000 on your original investment less 
broke commission. 

First Overseas trades on the American 
market and only deals through its own 
syndicate managers at leading U.S. 
brokerage houses. 


Success speaks for itself 

You can start taking advantage of our 
Stock Option Syndicate with a little as 
$10,000. 

So make your money really work with the 
power of First Overseas Investment 
Services Ltd. 

Send for free brochure and documentation, 





Please post the coupon, complete with 
telephone number and/or telex number 
for your free brochure and complete 
documentation to obtain maximum 
return. 

NAME 












ADDRESS 


TELEPHONE (OFFICE) 
TELEPHONE (HOME) 








TELEX 


Your maximum investment would be 
[ 1 10.000$ [ |20.000$ | | 30.000$ 
[140.000$ | ] 50.0005 [ | above 24 


Küttelgasse 8, Ch 8001 Zürich, 
Switzerland 
1 Telephone 01.211.9280, Telex 813062 
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| THE PROMISE OF GOOD TIMES... 
AT THE MERLIN. 
a 





EN s at Thailand! s beautiful Pattaya beach. Snorkeling in 
the crystal waters that surround Tioman Island in the South 
China Sea. Golfing in the evergreen cool mountain resorts of 
Malaysia. And shopping for bargains in exotic Asian cities like 
Singapore and Kuala Lumpur. So many good times for your 
clients to enjoy on their South East Asia holidays and business 
trips. And all with The Merlin. 

The largest hotel chain in the region, The Merlin is established 
at most of the prime holiday locations. With the facilities you 
expect from an international class hotel. And the beauty of it is, 
one telex arranges a complete 
multi-destination holiday .. 


with Travel Agents’ Mer lin Hotels 


commissions paid promptly. Your complete host. 






® Interhotel Reservations System — ® Bangkok Sales Reservations Office ® Mandarin Travel and Tours — 
8th Floor, Kong Boonma Building, Korea, Taiwan and Japan. 


For Enquiries Unit 149, Ist Floor, Penang Plaza, 697-701, Silom Road, Bangkok, ^ 2 

and Reservations: 126, Jalan Burmah, Penang, Thailand. ?. ч rhe EET Inc 
Merli G n Malaysia. Tel: 04-370457 Tel: BKK 2330802, 2347190-9 

© Merlin: Hotels Group — Reservations А BKK Telex: TH 82197 e Associate Hotels — 

i ceder, ОЙК оласе Metri yim RM Friendship Hotel Group, Japan . 
Koala Lumpur. 04-04, Mal Ex 1924/5 Provident Merlin Hotel, Worldwide Offices Phuket Merlin Hotel, Thai land. 
Telex: MA 30487. 181, Kitchener Road, Singapore 0820. & Cardinal Hotel Booking Service — 

Calle: MERLIN KUALA LUMPUR Tel: 02-2985155 Telex: RS 26711 Hong Kong, Manila, Taipeh and 
Singapore. 
Merlin Hotels: © Kuala Lumpur ® Singapore (President Merlin) € Penang € Johor Baharu Merlin Tower Hotel е Johor Baharu Merlin Inn 
© Butterworth € Mersing @ Fraser's Hill € Cameron Highlands € Pattaya (Thailand) € Kuantan € Desaru € Pulau Tioman € Tanjung Rhu 
® Alur Setar ө Segamat е Perth (1984) e Port Dickson (1985) 
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ment plan also remains ambitious, though 
scaled down from earlier projections. 
Real annual growth is estimated at 4-5% 
for 1981-85 and 5-6% through to the end 
of the decade. The country’s foreign re- 
serves have increased.dramatically to 
US$11.1 billion from US$4.7 billion in 
1981, and gold reserves are a healthy 12.7 
million oz. Budget deficits have been 
reined in, and projections of Rmb 3 billion 
(US$1.5 billion) a year until 1985 seem 
manageable. s, 


Crude steel production. reached some 


36 million tonnes in , à per-capita 
average of only 37 kgs ar, far below 
the world per capita level of 175 kgs. If 
China intends to reach world levels by the 


year 2000 — the official goal is 74 million 
tonnes — it must increase its total output 
of steel. Even if Baoshan comes on stream 
this decade, it will add only 6 million ton- 
nes à year to total production. Improving 
existing facilities would result in only a 6-8 
million-tonne increase. ~ 

These projections not only.suggest that 
phase two will go ahead but that China will 
also be a net importer of steel for the 
foreseeable future. They also preclude, 
with temporary and. special. exceptions, 
much chance of China becoming an ex- 
porter of steel. Imports this year are esti- 
mated at 8-9 million tonnes coming from 
Japanese mills. 

It also seems likely that.China will try to 
do more of its own work, and also supply 
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German technician in Chinese steel plant: hopes of new contracts. 





more of the equipment and money, for 
phase two. It is, however, just as likely 
that foreign help will be needed. There are 
16 process computers to be used in phase 
one, for instance, and Japanese steel-in- 
dustry sources insist the Chinese will con- 
tinue to need outside help both in making 
and using them. 

The Japanese alsmbelieve they have the 
best chance of winning construction con- 
tracts when work begins on phase two. 
Since mainly Japanese expertise will have 
been used in phase one, they say that to 
maintain consistency of engineering, de- 


China's red carpet 


Visiting Chinese minister Chen Muhua assures the EEC 
of a more open market for exports and investments 


By Malcolm Subhan 

Brussels: Firm assurances that China will 
be more open to European products and 
investments were expressed by China's 
Minister of Foreign Economic Relations 
and Trade Chen Muhua during a meeting 
on April 19 with Gaston Thorn, president 
of the European Commission, the Euro- 
pean Economic Community's executive 


Explaining her country's need for more 
imports of industrial goods, technology 
and managerial knowhow, possibly from 
Europe, Chen said China's sixth economic 
plan provides for the development of such 
major sectors as energy and communica- 
tions and the modernisation of some 
300,000 enterprises. In 1982, Chinese im- 
ports from EEC countries amounted to 
some US$2 billion while exports totalled 
US$2.3 billion. 

While welcoming European invest- 
ments and pledging guarantees for their 
safeguard, Chen also pointed to China's 
need to develop its own exports and urged 
the EEC to play its part. She referred to 
the coming negotiations for the renewal of 
China's textile trade agreement with the 
EEC, regarded as difficult since textiles 
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already account for 35% of Chinese sales 
to the community. Preparatory talks are 
scheduled to take place in Peking in May. 

The EEC wants to develop its agricul- 
tural exports, but the subject was not dis- 
cussed during the Chinese trade minister's 
visit as the commission's agricultural ex- 
perts were tied up in the annual debate 
over farm support prices. EEC exports of 
wheat flour to the Middle East have suf- 
fered cuts due to growing competition 
from the United States and the communi- 
ty seeks to offset this by increasing grain 
sales to China and the Soviet Union. 

The European Commission president 
called for the expansion of EEC-China 
trade under agreements covering longer 
periods rather than annual ones. This 
longer time-frame, he claimed, would en- 
sure greater stability for the bilateral trade 
ties. 

The commission's vice-president for ex- 
ternal trade, Wilhelm Наѓегкатр, 
suggested that the 1981 EEC-China Busi- 
ness Week be repeated in 1984, to focus 
on sectors which have a priority under the 
new Chinese economic plan. He also 
asked Chen to indicate new areas where 





sign and quality; Ja- 
| i panese firms should 
also be awarded con- 
tracts for phase two. 
Given the success of 
West German and 
American firms in 
first-phase contracts, 
however, there should 
be ample competition 
for the remaining con- 
tracts, 

So far, the Chinese 
have merely indicated 
that phase two would 
be reinstated, with no 
particularsontimingor 
awarding of contracts. 
Trading-company and 
steel-industry sources 
in Tokyo believe a for- 
mal request from the Chinese Government 
will not come before next year. 

Some analysts still doubt whether the 
project will ever meet the dreams of its 
planners. But as Martin Weil, writing in à 
report for the National Council for US- 
China Trade, puts it: “The events of 1981 
suggest that the difficulties of stopping the 
project midstream will eventually induce 
the [Chinese] leadership to complete it. 
No alternatives are attractive, and it 
seems safe to predict that Baoshan will be 
a millstone around planners' necks for à 
long period to come." a 


Chen: need for knowhow. 





the EEC can expand cooperation with 
China. The community has so far pro- 
vided experts to evaluate China’s needs in 
modernising units in the chemical, phar- 
maceutical and agro-industrial sectors, or- 
ganised visits by energy experts, and sup- 
plied management expertise. 

Chen's trip includes official visits to sev- 
eral EEC capitals. Before her visit to the 
European Commission, she had talks with 
Belgian officials who offered increased 
technical aid in port management and ag- 
riculture. The Belgians also submitted to 
her a draft of an economic cooperation 
agreement which Peking will examine. 
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A backlash from business 


Manila: Strict measures imposed on the 
economy to control government spending 
and new foreign debt have angered vari- 
ous business sectors in the Philippines. 
They are clamouring for easier financing 
terms and more government bailouts for 
the recession-ravaged private sector. 
Tough short-term policies set by the Inter- 
national Monetary Fund as part of its re- 
cently approved one-year standby credit 
have become a political target as well. 

Focusing on Manila’s most respected 
technocrat, Prime Minister Cesar Virata, 
a government party caucus on April 14 at- 
tacked adherence to IMF strictures as tan- 
tamount to losing sovereignty. The attack 
was led by one of President Ferdinand 
Marcos’ closest associates — sugar mogul 
Roberto Benedicto. As a result, Marcos 
called for a review of economic policy. 

But while the political posturing over 
the economy has indicated to some obser- 
vers possible cabinet-level changes within 
the next few months — it appears Marcos 
is trying to weaken Virata’s growing deci- 
sion-making power — it is highly unlikely 
that the debate will alter basic economic 
policy greatly. Marcos is well aware that 
his country, not only needs the IMF cash, 
but also the implicit boost to international 
confidence in the Philippine economy 
which acceptance of the tough economic 
medicine will bring. 

Atthe same time, the debate is useful to 
Marcos. It enables him to stress to the 
IMF how difficult its demands are to fulfil 
politically, and thus that the multilateral 
agency should accept greater flexibility 
when reviewing the targets in June. And 
he has also used the debate to augment his 
own recent presidential letters of instruc- 
tion formally acknowledging the two most 
important targets — a ceiling on new 
foreign debt of US$2 billion (split evenly 
between concessional and commercial 
loans) and a major reduction in the budget 
deficit from Р 14 billion (US$1.4 billion) to 
P9.4 billion (or from 4*6 of gross national 
product to 2.5%). In so doing, Marcos has 
made public his political commitment to 
meeting required policy adjustments. 
That should be somewhat cheering to both 
the IMF and commercial lenders. But 
given the continued depressed state of the 
economy, Marcos really has little choice. 

In 1982, the Philippines' balance of pay- 
ments showed a record deficit of US$1.14 


` billion, up sharply from US$560 million in 


1981. A contribution of 503 million special 
drawing rights (SDRs) from the IMF is ex- 
pected to bring the deficit back down to 
the US$500-600 million level, while allow- 
ing Manila to maintain its reserve position 
at about US$2.5 billion, or enough to 
cover four months of imports. 

The major cause of the deficit problems 
remains deteriorating terms of trade, 
which in 1982 declined a further 8.195. 
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The merchandise trade gap widened to 
US$2.8 billion from the 1981 figure of 
US$2.2 billion, while imports declined 
1.8% in 1982, to US$7.8 billion. It was ex- 
port performance that hurt most. Exports 
were down 12.7%, from US$5.72 billion 
to USS$S billion. As with most developing 
economies affected by the recession, most 
of the drop was in traditional commodity 
exports — in Manila's case, coconuts, 
sugar and copper. 

Preliminary krsi duaner statistics from 
the Central Bank of the Philippines indi- 
cate that the rise in exports during the first 
three months of 1983 was not up to expec- 
tations. Overall, exports were up 6.1% to 
US$1.35 billion, but the figure remains 
15% below the comparable 1981 amount. 
For example, despite the gradual recovery 
of coconut-oil prices (currently 26.5 US 
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Transplanting rice: exports cancelled, — tss 





cents a Ib, up from 19 cents in January), 
the value of coconut exports has plum- 
meted — down 31% from last year's poor 
first-quarter performance from US$192.7 
million to US$133.4 million. 


hile domestic policies may have to 
share some of the blame for this slump, 
sugar output remains a major question- 
mark. Again international prices are 
slowly recovering, but recent reports from 
the major sugar producing regions on 
Negros and Panay islands say much of the 
crop has been stunted by a drought which 
has ravaged all crops, most seriously on 
the island of Mindanao. While sugar, 
accounting for more than US$400 million 
in export revenue last year, may be the 
main export crop affected, rice exports 
have had to be cancelled to boost the 
country's stockpile as protection against 
potential food shortages in the south. 
The only relatively happy note on the 
export side will be copper, which finally 
appears to be moving up from its depres- 





sed price. Currently the price is at about 
the break-even point for many Philippine 
mines. A United States-led recovery 
should have a direct effect on the copper 
industry here. The same cannot be said for 
either sugar or coconuts, however. 

On the import side, the 3% ad valorem 
tax ignited a predictable hue and cry by 
businessmen (and also the IMF, given 
Manila’s commitment to  liberalising 
tariffs), but has largely failed to reduce im- 
ports enough to match the expected ex- 
port performance. Imports during the first 
quarter are estimated to have increased by 
3% over first quarter 1981 figures, to 
US$2 billion. Most of the increase, ac- 
cording to the central bank, was in oil im- 
ports; however, as raw materials, capital 
goods and intermediate goods fell in value 
by about 6.5%. 

Thus, the merchandise trade balance 
during the first quarter was negative by 
US$653 million, only slightly down from 
the US$670 million registered at the same 
time last year. The government is now 
using an effective devaluation of the peso 
to try both to boost exports and make im- 
ports more expensive. Since January 1, 
the peso Has depreciated against the US 
dollar by 8.295, from P9.17 to P9.92 as of 
April 21. At the start of 1982, the US dol- 
lar was worth P8.20. 

The government has launched a lottery 
scheme for overseas workers in an attempt 
to attract greater remittances through the 
banking system, to aid balance-of-pay- 
ments figures. Preliminary reports show 
worker remittances continuing their rise, 
but at a slower rate than last year. Worker 
remittances totalled US$242 million dur- 
ing the first three months of 1983, 29.4% 
above the 1982 figure, but well below the 
recent typical growth rate of about 40%. 
And as fewer workers are likely to be sent 
abroad this year, the expected doubling of 
total earnings through remittances in 1983 
(from US$700 million to US$1.5 billion) 
may be optimistic. 

Nonetheless, the current account de- 
ficit contracted from 1982's exceptionall 
large first-quarter figure of US$853 mil- 
lion to US$719 million. With the IMF dis- 
bursements, overall balance-of-payments 
deficit was US$343 million during the 
first quarter, down from the- revised 
US$534 million deficit at this time in 1982. 

So far, the performance of the budget 
has been excellent, with first-quarter 
statistics showing revenues up nearly 20% 
against a decline in expenditures of 8%, 
leaving a deficit of P1.7 billion, down 
from P4.6 billion in the same 1982 period, 
and well within IMF strictures. More sig- 
nificantly, greater emphasis is being given 
to current expenditures (up 15%) and less 
to capital expenditures (down 44% ), indi- 
cating that some of the policy adjustments 
have begun to work. > 

The government is hoping a US-led re- 
covery will begin to affect manufactured 
exports by the third quarter, and that may 
brighten the picture. — GUY SACERDOTI 
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London: Cariplos first 
second home 





Cariplo's Bishopsgate branch office: a new venue for UK customers 


When we opened our London branch it marked companies all over Italy. Our involvement with 
the first step in a concerted programme of expansion them has helped make us the leading bank of the 


in the major international financial centres. country’s most prosperous region. 

Since then the branch has been taking deposits; Now we are putting that experience to good 
operating current, deposit and loan accounts; use at 6 Bishopsgate, London EC2N 4AE. 
carrying out money market transactions; dealing in ^ Telephone: 01-283 3166. Telex: 887461; at our Head 
foreign exchange and setting up short and medium Office, Via Monte di Pietà 8, 20121 Milan; at our 
term loans. representative offices in Brussels, Frankfurt, 

For over 160 years Hong Kong, New York 
we have been meeting ie [a\ [22 [| | DJ (о) and Paris; and at our 
the needs, national and 460 agencies through- 
international, of CASSA DI RISPARMIO DELLE PROVINCIE LOMBARDE out Italy. 


Encouraging enterprise internationally 


LICENSED DEPOSIT TAKER 


















TOYOTA ADVANCED E- i 
ADDS UP TO 10,000,000 COF à JL 


FACT: In 7 of the last 8 years, Toyota Corolla has E 
"selling car in the world. The car everyone Ic 
this year, the 10,000,000th Corolla was built—a rema 
popularity that's unique in automotive history. 


БАСТ: s popularity has been proved in тоге tham 
* countries around the world—by all kinds of drive 
under all kinds of driving conditions year after year. As a t не ў 
Toyota's quality and reliability, that's a proving ground «s 


FACT: Toyota keeps Corolla on top by a total dedication ic 
* advanced design and engineering, plus quality Cot 
production facilities that are among the most modern in the world 
We suggest you visit a Toyota showroom soon and see for yc 
The facts come alive when you drive a Toyota. 





FIRST CITY. 
` REACHING FURTHER, 
DOING MORE 
IN TEXAS BANKING. 


OUR STRENGTH AND STATEWIDE NETWORK 
MAKE US ONE OF THE STATES FINANCIAL LEADERS. 


As a major financial institution 
in Texas and the Southwest, First 
City has a long-term commitment 
to maintaining its leadership role. 
And we have the resources to 
back that commitment. 

As First City National Bank of 
Houston, we are the lead bank 
of First City Bancorporation of 
Texas, a bank holding company 
with more than $16 billion in 


FIRST CITY NATIONAL BANK 


OF HOUSTON 


Financial Position (In Thousands) 


December 31, 1982 


Беро55 куз ки ешбир екин» 
Shareholder’s equity ....... Sage 


total assets. We are the largest 
financial institution in Houston, 
the largest city in Texas. And 
were also part of a growing net- 
work of more than 60 banks ай 
across Texas. 

Despite some of the economic 
realities that the nation is experi- 
encing, First City is still enjoying 
a favored position in this premier 
growth market. Thats because our 


financial strength and statewide 
connections have continued to 
help further business and industry 
in Texas. 

And with a keen perception of 
markets around the world and 
offices in key markets, First City 
is committed to helping you par- 
ticipate not only in Texas growth, 
but in regional and international 
growth as well. 


FIRST CITY BANCORPORATION 


OF TEXAS, INC. 


Financial Position (In Thousands) 


December 31, 1982 


PIRSTCITY. 


First City National Bank of Houston 


$9,921,239 Total а$зеїв................... $16,567,101 
5,032,506 Loans. суы Аек e bet ta AS 9,280,718 
7,908,839 Беробйв..................... 13,354,883 
411,829 Shareholders’ equity ........... 887,098 


Member First City Bancorporation of Texas, Inc., a bank holding company with more than 60 member banks throughout Texas. 
















MEMBERS FDIC © 1983 FCBOT 
MAIN OFFICE ( International Division ) 


1001 Fannin Street, Houston, Texas 77002, Telephone: ( 713) 658-6670, Telex: FIRSTBANK 762429, Robert C. Howard, Executive Vice President 


LONDON BRANCH 


SINGAPORE BRANCH OFFICE 


2307 Ocean Building, Collyer Quay, Singapore 0104, Singapore, Telex: RS25478, Swift: FCNB SG5G, Telephone: (65) 222-4903 
Michael R. Conwell, Vice President and General Manager 












FAR EAST REPRESENTATIVE OFFICE 


MIDDLE EAST REPRESENTATIVE OFFICE 







99 Bishopsgate, 20th Floor, London, EC2M 3XD, England, Telex: 885535, Swift: FCNB GB2L, Telephone: (01) 628-2491 
J. Pat Parsons, Senior Vice President and General Manager 





New Tokyo Building, Room 309, 3-1 Marunouchi, 3-chome, Chiyoda-ku, Tokyo, 100 Japan, Telex: J23759, Telephone: (03) 213-1055 
Naonobu Okuda, Vice President and Senior Representative 


Manama Center, Suite $05~ Section 1, Manama, State of Bahrain, Telex: BN 8547, Telephone: (973) 230-979, E Dieter Bientrexler, Assistant Vice President 





NASSAU BRANCH 


PO. Box 2557, Houston, Texas 77001, Telephone: (713) 658-6048, Telex: FIRSTFOREX HOU 775983 


First City Bancorporation also has International Departments at: 
FIRST CITY BANK OF DALLAS, Telephone: (214) 655- S000; and FIRST CITY NATIONAL BANK OF EL PASO, Telephone oD 546. 5700. 















Optional Extendahoe* — adds 
up to 1,2 m (4’) of extra reach 
Tunnels, undercuts, digs 

square holes 





Modular power train — just one of 
the ways Case brings you long life and 
reliability 


O~er 200,000 
«old worldwide 
makes Case No.1! 


One out of every three loader/backhoes bought 
today is a Case! Which makes us No. 1 by far 
with over 200,000 units sold worldwide 


This overwhelming preference is based on a 
history of reliability and user advantages like the 
exclusive over-center backhoe. Forward posi- 
tioning of the backhoe gives a better balance of 
weight over front and rear axles for optimum 
traction in loading operations, plus greater 
stability in roading and cross-site travel 

It also provides exceptional machine compact- 
ness in transport 


Only Case loader/backhoes have loader power 
linkage for faster cycling. Other productive 
strengths include unitized mainframe to protect 





power train components from misalignment due 
to shock loads. Torque converter transmission 
for automatic adjustment of power and speed to 
varying loads. Synchronized on-the-go 

shifting 


Check out the world favorites at your Case 
dealer. Available from 35 to 88 kW (47 to 111 
SAE net hp). Or write to Asian Representative 
office of the J | Case Company, 12-C 12th Floor 
Yen San Bidg., 268 Orchard Road, Singapore 9 


Republic of Singapore 


JI Case 


Case pioneered 4-wheel drive — for 4 
high-production in virtually any terrain P. ^w 
— muddy, wet job sites; even 

swamps and marshlands 





Exclusive over-center backhoe 

tilts forward in transport, not rearward 
like others. Better and faster loading 
and roading 





Side shift option — backhoe can travel 
to either side, dig close to building 
foundations, work other congested 
areas 


C ase thinks of everything. 
Pee — —— uu 





lheiuoctirag жїаш 
in the world 


fly in Boeing 7075. 









All five aircraft quickly on arrival. 

























used by the For information 
United States on Air Niugini's 
Air Force to non-stop Boeing 
fly the President, $ 707 flights to 
Congressmen i : 

and foreign dignitaries are special | Air Niugini passengers get 

versions of the Boeing 707 trans- | VIP treatment, too. 


ports used by Air Niugini. 

The RAAF jet which flew Her 
Majesty the Queen around the 
South Pacific is another Boeing 


The President of the United 
States of America is flown by 
pilots who average more than 


107, and a sister ship to Air 9,000 flying hours. 

Niugini's Boeings. So are Air Niugini's international 
The Boeing 707 has alegendary | passengers. 

reputation for security and The Australian Government's 
reliability. It’s among the worlds | VIP Boeings are maintained to 


the world's most rigorous safety 
standards. 
So are Air Niugini's Boeings. 
Like other people in high places, 
Air Niugini passengers 
enjoy the security of 
a fine aircraft, 
maintained and 
flown by experienced 
crews. 
Our 7075 are friendlier than most 
international jets, and we carry 
more cabin crew per passenger. 
When you fly with us, you'll be 
less crowded, and you should be 


cleared through customs more 


most successful commercial air- 
craft- and the world's most 
popular VIP "planes. 












Australia, Hong Kong, Singapore, 
the Philippines and Hawaii, 
contact your 
Travel Agent or 
nearest 

Air Niugini 

Sales Office. 













Hong Kong Eugene Zau 5-24 2151 
Singapore Tan Soon Heng 2354958 
Manila Howard Lahari 864713 


AIR NIUGINI 


THE NATIONAL AIRLINE OF PAPUA NEW ( 























Total assets: 





Capital and reserves: 


Head Office: 


Ба / z] 


Worldwide network: 
Europe: Londor 
xembourg fadnd 


North America: 


) 
j 


Latin America: 
Caraca ; ; 
Middle East: Abu D! 


Far East: Tokyo, Hong K 


Australia: Melbourne. Sydney 
Africa: 





“Trade Financing? Definitely UBS.” 


Trade must go both ways: this holds 
true for industrial and agricultural 
countries alike 

We make it our business to actively 
assist international trade through a 
worldwide network of offices 


UBS offers a wide range of services 
export financing, documentary 
credits and collections, bank guaran- 
tees and many others 


Cur export promotion office advises 
Interested parties, investigates 
problems, introduces potential part- 
ners and coordinates their efforts 


Talk to us and discover for yourself 
how UBS combines the best Swiss 
banking traditions with a creative 
approach to money rnatters 
International finance is our business 


S 
UBS 
G 












Union Bank 
of Switzerland 





“WE DESIGNED THE SIRIUS 16-BIT MICROCOMPUTER TO BE THE 
WORLD'S LEADER IN BOTH PRICE AND PERFORMANCE. 
NOW WE ARE ADDING A NEW WORLDWIDE NAME: VICTOR" 


LEADERSHIP. Leadership in price. Leadership 
in performance. At its price, no advanced 16-bit computer 
compares to the Sirius System. 

The system's combination of powerful hardware and 
software, coupled with its ease of use and value, have made 
our system Europe's most popular 16-bit microcomputer. 


THE VICTOR NAME. Sirius acquired Victor 
in order to better manage our worldwide growth, 
and chose to retain the Victor name. 

With our change of name, Victor compu- 
ters will be sold and serviced worldwide. 

Which means that your business in 
Bangkok and your branch in Bonn can 
use the same machines, communicating 
between computers over normal telephone lines. 


MORE FOR LESS. More main memory for 
your investment (up to almost 1 million characters). 
More memory storage (up to 11.2 million characters 
with our optional hard disk). 


Ergonomic design. Full communications and net- 


working capabilities. 

Two operating systems that allow you to take 
full advantage of Victor's full library of software. And 
more... for less: typical price $4000 ex VAT (price may 
vary according to country). 


YOUR LANGUAGE, NOT OURS. victor 
computers come with a wide variety of keyboards that 
are specific to the world's major nations and languages. 


FRIENDLY. Victor's hardware and business soft- 
ware programs have been specifically designed to give 
you a simple yet powerful working environment. 

A computer that can be configured your way. 

A computer that offers business. professional and 
commercial software programs in your language... not 
the computer's. 

It's so friendly, it can even talk to you. Ask your Victor 
dealer fora list of the more than 900 available programs. 


DDB 2/ smp 






















CHUCK PEDDLE, 
FATHER OF 

THE PERSONAL 
COMPUTER 

AND PRESIDENT 

OF VICTOR 
TECHNOLOGIES, INC. 


QUALITY WITH SERVICE. For 66 years, the 
Victor name has been a synonym for the highest quality 
in business and office machines. 

Now it has become a synonym for the price and 
performance leader among 16-bit desktop business 
computers. Worldwide. 


SEE FOR YOURSELF. Visit your Victor dealer 
or distributor. Ask for a complete demonstration of the 
business computer that offers unequalled price and 
performance. 





FOR MORE INFORMATION AND THE NAME OF YOUR NEAREST DISTRIBUTOR OR DEALER, CALL 
VICTOR TECHNOLOGIES INC. 380 EL PUEBLO ROAD. SCOTTS VALLEY, CA 95 066. (408) 438.66.80. 
VICTOR TECHNOLOGIES EUROPE. NINOOFSESTEENWEG 71. 1750 SCHEPDAAL. BELGIQUE. (2) 569.55.00 


Zum А, | 
Timber on the move in Indonesia: help is needed for reafforestation. 


COMMODITIES 








A milestone logged 


An agreement for the setting up of a world tropical timber 
body marks an advance in cooperation on commodities 


By Therese Obrecht 


Geneva: International cooperation on 
commodities took a step forward recently 
with an agreement at a United Nations- 
sponsored conference in Geneva to 
launch an International Tropical Timber 
Organisation (ITTO) in January 1985. 
Barring further obstacles, the new timber 
body will undertake 42 projects under the 
aegis of the United Nations Conference 
on Trade and Development (Unctad) In- 
tegrated Programme for Commodities 
(IPC), a scheme designed to stabilise 
world commodity markets and expand the 
commodity economy of developing na- 
tions. 

Funding for ITTO projects will come 
from the IPC's Common Fund (a pool set 
up with contributions from Unctad 
member-countries) second window, 
which makes available US$350 million for 
research and development-related pro- 
jects on commodities. (The Common 
Fund first window is for the financing of 
commodity buffer stocks during periods of 
low prices.) The ITTO projects will in- 
clude studies on wood utilisation, natural- 
forest and reafforestation developments, 
harvesting and logging infrastructure, in- 
stitutional framework and national plan- 
ning. The body has not decided where to 
locate its headquarters yet but six coun- 
tries — Japan, Britain, the Netherlands, 
Belgium, France and Greece — have of- 
fered to act as hosts. 

World trade in tropical timber, which 
peaked at an average of US$7 billion a 
year in 1978-80, has weakened substan- 
tially due to the world recession. (During 
the same period, global coffee trade aver- 


FAR EASTERN ECONOMIC REVIEW e MAY 5. 1983 





aged US$12.2 billion a year, cotton U$$7 
billion, rubber US$4 billion and cocoa 
US$3 billion.) Timber trade is concen- 
trated in the Asia-Pacific area, with 
Malaysia and Indonesia accounting for a 
combined 65% (US$1.57-1.7 billion a 
year in 1978-80) of all exports of logs, 
sawnwood veneer and plywood. Other big 
exporters include the Philippines, Ivory 
Coast and Brazil. Among the major 
buyers, Japan leads with US$2.84 billion, 
followed by the European Economic 
Community (US$2.36 billion) and the 
United States (US$600 million). 


t the March UN conference on tropical 

timber in Geneva, Unctad deputy sec- 
retary Alistair McIntyre said the agree- 
ment on tropical timber is a "solid 
achievement" in international coopera- 
tion on commodities. This achievement, 
he said, will provide a great impetus for 
constructive negotiations under the IPC 
and for a review of world trade on com- 
modities at the Unctad VI session in Bel- 
grade this June. 

The meeting itself chose to concentrate 
not on ways of stabilising prices but on 
four key issues — research and develop- 
ment, reafforestation and forest manage- 
ment, increased processing in developing 
producing countries and improvement of 
market intelligence. These issues have 
been the subject of 10 earlier meetings 
over the past five-and-a-half years under 
the auspices of Unctad and the Food and 
Agriculture Organisation (FAO), another 
UN body. 

The FAO's J. E. M. Arnold pledged the 


agency's forestry exper- 
tise to those who will im- 
plement the ITTO agree- 
ment. He also noted that 
there is now a growing 
awareness that the three 
basic functions of forests 
— productive, protective 
and social — must be kept 
in balance and that tropi- 
cal-timber supplies must 
come increasingly from 
forests that are managed 
to maintain this balance. 
The EEC, through a 
spokesman, declared its 
support for the setting up 
of the independent body 
whose projects will in a 
way meet concerns about 
ecological balance and 
will ultimately lead to 
: better quality and better 
à adjustment of supply to 
demand. 

On behalf of the pro- 
ducers inthe Asean region, Harjo Sunarjo 
of Indonesia said the scale of the reaf- 
forestation effort required in Asean coun- 
tries exceeded their own resources of 
technology, expertise and funds. He said 
help is badly needed, given the rising 
prices of imported technologies and ex- 
pertise and the declining prices of raw ma- 
terials, including timber. 

Gahuranyi Tanganika, secretary-gen- 
eral of the African Timber Organisation 
which groups 11 producing countries ac- 
counting for 88% of that area's total 
timber exports, emphasised the develop- 
mental character of the new agreement. He 
noted that the long gestation period re- 
quired to bring timber to the marketable 
stage makes research and development 
and forest management essential in ensur- 
ing a stable supply. 

At the conference's private sessions, 
some EEC countries have been more re- 
luctant to go along with the proposals of 
the developing producing countries than 
Japan or the Nordic countries before a 
final agreement was struck. The major 
sticking points were two objectives, price 
and access to market, as well as the defini- 
tion of what a producing country is. Some 
consumer countries, particularly Japan, 
with almost no tropical forest resources, 
re-export more than they produce and 
would like to be regarded as producing 
countries, too. Another matter which split 
the conference was the issue of distribu- 
tion of wood among producing countries. 
Of the three categories (regional woods, 
potential woods and export performance) 
the distribution of regional woods proved 
to be the toughest subject. While Asean 
would go along with any proposal for the 
sake of unity, the Latin American repre- 
sentatives opposed the African proposal 
of dividing the distribution into three 
equal parts between Asia, Africa and 
Latin America. 

» Todd Crowell writes from Seattle: 
The US-Japan Forest Products Commit- 
tee, a government-to-government body, 
met in January and heard the American 
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forest-products industry hammer away at 
three major issues affecting the sector’s 
trade with Japan — lowering or eliminat- 
ing 15-20% tariffs on softwood lumber 
and plywood; acceptance by Tokyo of US 
standards on plywood, and fears that 
Japan’s sawmill industry is forming a car- 
tel to regulate imports. The conference 
ended without conclusive results on these 
issues. 

On the American industry’s concern — 
a fairly new one — over a Japanese lumber 
' importers’ cartel, the Japanese group 
explained at length that what was being 
formed was a timber "cooperative" as a 
means of reorganising the industry, not a 


DEVELOPMENT 


Macau's high stakes 


The Portuguese-administered territory pursues ambitious plans 
unmindful of the possibility of a future 


By Mary Lee 

Macau: The future of this Portuguese-ad- 
ministered territory, while not overcast by 
a deadline for reversion to China, has be- 
come linked with that of neighbouring 
Hongkong. Chinese Vice-Premier Liao 
Chengzhi said as much in January, in reply 
to a Hongkong delegation’s question 
about whether the British-ruled territory 
could follow the Macau formula to resolve 
the problem of a post-1997 administra- 
tion. (In 1976, Lisbon acknowledged Pe- 
king's sovereignty over Macau by unilat- 
erally declaring that it was Chinese territ- 
ory under Portuguese administration.) 

Yet the question mark which Liao and 
others have raised over Macau's future 
has barely caused a stir in the enclave, 
which is a modest proponent of the Hong- 
kong-style market economy. It has cer- 
tainly not halted the government's deve- 
lopment plans. On the contrary, the ad- 
ministration, under Governor Vasco Al- 
meida e Costa, is gradually laying down a 
procedure for development which is un- 
precedented both in its long-term perspec- 
tive as well as its comprehensive structure. 

More importantly, as far as the 
medium-term future is concerned, these 
plans are designed so that even after he 
leaves the governor's office the direction 
of infrastructure development will be 
maintained. 

Under-developed though Macau is, 
poros in the past has been hampered by 

ck of land as well as poor power and 
water supplies. Now that the problems 
with electricity and water are being resol- 
ved, the administration is implementing a 
series of plans to provide more land for 
housing and industry, starting with mas- 
sive reclamation of the Outer Harbour 
area. 

Eight feasibility and urbanisation 
studies costing nearly HK$12.5 million 
(US$1.9 million) will be completed within 
the next few months so that by 1984 the 
administration will be ready to contract 
private-sector participation in reclama- 
tion, development and re-development of 
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means of controlling i iports, a i 
which had been noted from the US add 
Canada. Earlier, the Japanese had said 
the cartel would be “soft,” concentrating 
on information gathering. But the US side 
remains unconvi since, they say, the 
cartel was formed under à law that permits 
its expansion into a “hard” cartel. 
Meanwhile, a recent appeals court rul- 
ing sustaining an Alaskan statute that re- 
quires domestic processing of state-owned 
timber is expected to embolden labour in- 
terests in their annual call for a ban on ex- 
ports of logs from state timber lands. 
Japan, and lately China, take up the larger 
share of such exports. 








































timated i only а 300 million 
(US$43 million), the government's li- 
mited resources are not seen as hindering 
the ambitious land-development schemes 
since the plans will rely totally on private- 
sector funding as is the case with the Outer 
Harbour. The cost of this project has yet 
to be determined but it will have to be 
borne initially by the Chinese partner, to 
be recovered later from land sale and 
development receipts. Management of 
the project — development is phased over 
25 years — and land titles will remain in 
the hands of the administration. 

Asked why Zhuhai should want to par- 
ticipate in such a massive project when its 
own SEZ north of Macau is struggling to 
get off the ground, Secretary for Public 
Works Amilcar Martins surmised: *Can- 
ton and Peking support this project which 
they see as necessary for the development 
of Macau." And Macau's development, 
added a project consultant, is essential for 
the Zhuhai SEZ, which needs a pool of re- 
sources and talent to draw from. Publica- 
tion of the agreement, Martins said, en- 
sures continuity of the reclamation pro- 
ject. “It is a legal document which sets out 
contractual obligations, and cannot be 
changed at one person's whim." 

The same procedure has been used to 
tie the gambling syndicate, Sociedade de 
Turismo e Diversoes de Macau (STDM), 
to the long-overdue redevelopment of a 28 
ha. stretch adjacent to the Outer Har- 
bour. This redevelopment plan has been 
published as part of a new gambling agree- 
ment which extends STDM's franchise 
until 1991. In exchange, STDM commit- 
ted itself to the development and to a 
rapid resettlement of squatter occupants 
of the land. The timetable will be set by 
the government and the costs borne by 
STDM. 

China's state-owned Nam Kwong Trad- 
ing Co. has expressed interest in develop- 
ing the Areia Preita reclamation site into . 
an industrial zone, which would fit neatly 
into the neighbouring Zhuhai SEZ. But 
the Macau Government, determined to 
execute development according to its 
plans, sees Areia Preita as a residential 
area. 

Four other studies on the development 
of the old urban area are at various stages 
of completion. These studies, Martins 
said, will help the administration lay down 
rules for better and more rational utilisa- 
tion of the land. The administration is un- 
happy with the mushrooming of sky- 
scraper buildings in the old town; they 
have been built in total disregard of the 
narrow lanes traversing the area. The con- 
struction of off-street parking facilities has 
been given priority to solve traffic conges- 
tion. 

The success of Macau's development 
schemes is premised on the assumption 
that the territory will not be faced with a 
confidence crisis similar to that currently 
afflicting Hongkong. But this may be 
more than mere wishful thinking if the ad- 
ministration allows mainland Chinese 
firms to play a wider role in Macau's mod- 
ernisation. 
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the tiny peninsula and Coloane, one of its 
two outlying islands. On the other island, 
Taipa, private developers have already 
started high-rise residential projects. 

In February, the administration signed 
an agreement with the Macau Zhuhai Co., 
owned by the Zhuhai Special Economic 
Zone (SEZ) Development Co. іп 
Guangdong province, to reclaim 136 ha. 
of the Outer Harbour (which will increase 
the land area by 20%). This first joint ven- 
ture between the administration and a 
mainland Chinese organisation is one of 
many long-talked-about reclamation pro- 
jects in Macau. 

Others include filling in the Areia Preita 
zone northeast of the city (70 ha.), and 
possibly the channel between Taipa and 
Coloane — all of which would double the 
present land area. The Portuguese pen- 
chant for reclamation stems from a strong 
desire to preserve the landscape and his- 
torical heritage of old Macau, but this 
means all the necessary fill, as for the 
Outer Harbour, will have to come from 
China. 


Martins: development = ioe way. 
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Тһе flawed giant 


A broker. 


e-house merger in Seoul may aid stockmarket 


liberalisation, but one company involved is tainted by scandal 


By Paul Sillitoe 
Seoul: There are changes afoot at South 


` Korea's big securities firms as the govern- 


ment accelerates its efforts to open up the 
country's stockmarket to foreign invest- 
ment. Ironically, the birth by merger of 
one giant, internationally oriented 
brokerage house — a move which could 
well provoke a minor chain reaction — 
was precipitated by the uncovering of 
events which might jar potential foreign 
investors' confidence in South Korea as 
deeply as did the 1982 kerb money-market 
scandal (REVIEW, May 21, '82). 

Shortly after their annual general meet- 
ings in late May, publicly quoted Sambo 
Securities — the country's top brokerage 
house, with about Won 12 billion 
(US$15.7 million) in assets and 15-1676 of 
Seoul's trading volume — and Orient Sec- 
urities, the No. 2 broker and part of the 
Daewoo conglomerate, will merge. 
Neither method nor terms have been dis- 
closed. The resulting giant will have about 
Won 20 billion in assets, just the sort of 
securities firm the country needs to handle 
what some corporations perceive as the 
coming “Korea rush,” to quote a Sambo 
publication. 

Both the government and the big two 
seem to be happy. Not so happy is Kang 
Sung Jin, president of Sambo since 1964 
and a leading light in the local securities 
industry. He has had to shell out at least 
Won 2 billion in personal assets, including 
his controlling 30% holding in Sambo, to 
cover the disappearance — over about 
five years — of share certificates from sev- 
eral of Sambo's 30 branches across South 
Korea. In fact, the scope of the loss is al- 
leged by some to be perhaps 10 times 
greater. 

The matter came to light late last year 
and both the Securities Supervisory Board 
and Sambo itself launched an investiga- 
tion. They found that employees at vari- 
ous branches (which buy stock on behalf 
of clients and retain, in effect, bearer cer- 
tificates), had sold portions of these hold- 
ings. They had avoided discovery when 
orders were received from а “vic- 
tim" client by selling, in some cases, iden- 
tical securities from yet other clients' ac- 
counts. In this way the embezzlement 
snowballed. 

Quietly, the investigation led to at least 
some of the individuals concerned and 
several were dismissed. That no arrests 
have been made, and that the affair was 
until very recently barely publicised in 
South Korea, testify to the desire of all 
concerned to avoid another potentially 
damaging scandal. The matter appeared 
to be brought to a close with the resigna- 
tions of three Sambo directors (including 
Kang's younger brother) who took re- 


144 


sponsibility though there was no sugges- 
tion they had been involved — and Kang's 
own move to cover what was said to be the 
full extent of the share discrepancy. 

Sources who know Kang said he was 
deeply hurt by the episode and would have 
committed himself further if necessary to 
“preserve the company's good name." He 
is said to have told a friend: “If anyone had 
had to go to jail, it should have been 
me." 

But the Sambo affair would not lie 
down. On April 19, opposition MP Pak 
Wan Kyu told the National Assembly he 
believed Sambo owed its clients Won 20 
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Minister Kang: denials. 





billion-worth of securities and said he had 
evidence that Sambo employees deployed 
the proceeds of the missing stock on the 
kerb market, charging interest at 1.7- 
1.8% a month. Pak recommended that 
Sambo's licence be revoked. Minister of 
Finance Kang Kyong Shik categorically 
denied that problems at Sambo had any- 
thing to do with the kerb-market scandal. 
He also denied any government influence 
in the Sambo-Orient merger. 

He added that if Pak presented his evi- 
dence, the government would investigate. 
“Four persons, including the vice-presi- 
dent of Sambo, have been fired and prop- 
erties of these fired personnel have been 
put in custody so that clients will not be fi- 
nancially damaged," he said. This was the 
first suggestion that top Sambo officers 
might be held responsible to a degree 
beyond the loss of their jobs. 

Whether or not the merger would have 
been set in train had the securities affair 
not surfaced — at no time was it reflected 
in Sambo's published accounts — is open 








| M tio . Sar mbe uy < s play d 1 any 
connection, but it is known that president 


Kang e initiated talks with Kim 
Woo Choong, chairman of the Daewoo 
group. Also, it appears probable that the 
sale of Kang's shareholding in Sambo was 
to Orient or to other corporate or indi- 
vidual members of the Daewoo conglom- 
erate. 

What is likely in the wake of the Sambo- 
Orient tie-up is a realignment of the secu- 
rities industry. The government has made 
no secret of its desire to see the emergence 
of major reputable securities firms with in- 
ternational links ahead of the opening of 
the Seoul stockmarket to foreign invest- 
ment. Indeed, the Sambo-Orient merger 
undoubtedly had the tacit backing of the 
government for just this reason, as well as 
because it seemed to have closed the lid on 
the Sambo scam. The, merged group is 
likely to retain the Sambo name owing to 
that company’s international links — it 
has of late been active in international 
underwriting. 

Of the 27 securities firms active in South 
Korea, only a handful are any- 
where near the big league andsoon 
the Sambo-Orient group will 
tower above the nearest com- 
petitor. “Look for changes then,” 
said one stockmarket source. 
Further mergers are not ruled out, 
and at the very least the bigger 
firms could be scrambling for capi- 
tal increases and an improvement 
in services in a bid to hold on to 
their market share. 

The market-opening process 
that began with the establishment 
in 1981 of two London-based in- 
vestment trusts through which 
foreigners can indirectly partici- 
pate in the Seoul stockmarket is 
scheduled to end in 1990 with a 
completely open local market and 
a lifting of the ban on South Ko- 
rean ownership of overseas stocks. 
The key transitional phase, though, 
is scheduled for 1985, when direct 
foreign investment is to be permit- 
ted on a limited basis — these limitations 
have not yet been announced. 

Perhaps not coincidentally, the joint an- 
nual meeting of the International Monet- 
ary Fund and the World Bank will be held 
in Seoul in 1985. These two institutions 
are closely connected with Seoul's current 
liberalising drive which, in addition to the 
stockmarket, encompasses banking, capi- 
tal markets, trade barriers and the coun- 
try’s industrial structure. 

Many in South Korea now expect that 
the interim 1985 opening will be brought 
forward somewhat. However, much of the 
groundwork is yet to be laid. The govern- 
ment, which earlier backed down on its in- 
tention to outlaw the use of pseudonyms 
in financial transactions, intends to intro- 
duce a tax disadvantage to anonymity 
from July. It will also attempt to dismantle 
the kerb market slowly. Liberalisation of 
the interest-rate structure, and with it of 
corporate-dividend guidelines, which 
tend to be closely aligned with (low) in- 
terest rates, remains for the future, 
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The good of things is that which pre- 
ves them? — Copeland 


the re-emergence of counter trade 
among developing countries (REVIEW, 
27) in the background of their 
ourishing trade with each other is indeed 
significant and welcome development. 
espite the aversion to it by advocates of 
‘ee trade and full currency convertibility, 
ter is proving of importance in facilitat- 
trade between developing countries. 
he intra-trade of the oil-importing de- 


ade with the world as a whole has 
grown respectively from US$13 billion to 
$55 billion and from US$68 billion to 
$$254 billion a year between 1973 and 
1980, with the former increasing at a faster 
rate (340% ) than the latter (27095). More- 
ү, the share of manufactures — of 
hich 42% is in engineering products — in 
е intra-trade of OIDCSs has increased 
acularly: from 21% of the total in 
to 42% ifi 1973 and 48% in 1980. 
Overall barter trade, which is variously es- 
ated at US$200-400 billion annually 
980), or 10-2096 of world trade, has 
her increased among developing coun- 
es. 

That the intra-trade of developing 
untries has prospered despite the lack of 
astructure and the inherent difficulty 











































mpressive. Just what is there in the trade 
mong developing countries that seems to 
ive it a momentum of its own? The ans- 


Their lagging exports to, апа de- 
sriorating terms of trade with, the de- 
loped countries in the face of ‘develop- 
countries’ growing need to trade in 
er to sustain development. 

e need to avoid autarkic develop- 
nent through economic complementa- 
on. 

. The first condition has led to continuing 

Oreign-exchange shortage and currency 
nconvertibility and consequently the re- 
ort to non-conventional trading methods, 
ch as counter trade. The second condi- 
оп has led to the conscious pursuit of 


rade among developing countries: 
Тһе current deep economic recession, 
hich has caused the. industrial countries 
О cut down imports and international cre- 
the background of high petroleum 
rices, has stifled even more the flow of 
onvertible currencies into the developing 
ountries. For them notto have resorted 















ping countries (OIDCs) and their |. 


barter makes the increase even more | 





economic cooperation and increase in 


be primitive 


constraints on their international trade is 
unlikely to be any better. Except for 
petroleum, 
developing to developed countries have 
almost reached saturation besides having 
to.compete with the similar exports — 
often subsidised — of some of the latter 
countries. The upbeat note of interna- 
tional trade which attended post-war re- 
construction and cheap energy in the 
1950s and 1960s will be absent in the com- 
ing years even after the world has come 
out of the present economic recession. 

Non-traditional’ exports, including 
labour, have helped redress the trade im- 
balance in some cases. But countries such 
as South Korea, Taiwan, Hongkong and 
Singapore are the exception rather than 
the rule. As for manpower export, this too 
has its limits which are probably being ap- 
proached, to say nothing of the second 
thoughts that countries importing labour 
are having about it. 

In their development efforts, develop- 


ing countries will have ‘to rely more | 
on their domestic markets and trade | 
ж, ok Ms | mance bonding, and so on would all be 
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the Food and Agriculture Organisation 
of the United Nations and was previ- 
ош! an assistant prc ratthe Uni- 

оѓ the Philippines and an 
І спе with the Philippine National 


Bank. The views expressed in this arti- 


` cle are his own and do not necessarily 


retest those of the FAO. 





+ among themselves, and get used to con- 


tinuing balance-of-payments deficits. The 
huge and increasingly unsustainable debt 
load of most developing countries and 
their lagging exports to industrial coun- 
tries, together with high petroleum prices, 
will. ensure this situation. Imports of 
petroleum, and essential goods from in- 
dustrial countries, coupled with debt ser- 
vicing, will put an increasing claim on con- 


vertible currency receipts of developing : 


countries. 


ays will have to be found to facilitate 
trade among them as well as sustain 
their traditional trade with industrial coun- 
tries. Counter trade among developing coun- 


tries, and between them and developed | 
countries, has already been effective in in- 


creasing trade. Its present form, however, 
lias limited opportunities for trade to what 
goods and services are available from the 


two participating parties. This factor de- . 
| prives it of the economic advantages of 
| convertible-currency trading. Becai 





primary-product exports of © 








and norms, it has been a bane of free-trade 
-advocates and bankers. 
But counter trade and similar trading 
methods will be with us for a long time yet 
and are likely to expand further. Yet they 


must be cleansed of their most serious 


faults.and made more workable by, in ef- 
fect, multilateralising counter trade and 
thus increasing the latitude for exchange. 

The first step is establishment of a clear- 
ing system and the supporting machinery: 
whereby goods and services, presumably 
unsalable for hard currencies, may be of- 
fered for sale by any country burdened by 
















them: under the arrangement, a variety of 


letters of credit in national currencies, 
warehouse receipts and irrevocable con- 
tracts to deliver specific goods and ser- 
vices on demand ("commodity. credit 


| notes") would be offered for exchange in 


the clearing system; with each offer ac- 
companied by indications as to what other 


| goods and services may be wanted in ex- 


change. 
Quotations and other necessary trading 
“procedures such as factoring, perfor- 


carried out in much the same way as they 
are now done in international trade. 

There. might thus be offerings of so тапу 
dollars worth of, say, Burmese rice, Philip- 
pine sugar, Indian bicycles, Egyptian cot: 
ton, Argentine corned beef, Chilean ni- 
trate fertiliser, Chinese machinery, Brazi- 

Jian textiles, South Korean shipping ser- 
vices, and so forth, each quoted at so 
тапу dollars per unit. 

- From these advertised goods апа sër- 
vices: a trader. or broker would try to fit 
offerings with needs, arranging a combi- 
nation of exchanges acceptable to all the 
offering parties brought into the deal. In 
one simultaneous transaction he could ef- 


fect the exchange of many mutually - 


needed goods and services, titles to which 
(in the form of commodity credit notes) 
would as a result change hands. At no time 
would money be exchanged — only titles 
to goods and. services; money would in 
practice be used only as a unit of account. 
It is in this important respect that this 
scheme: differs from the prevailing pay- 
ment mechanisms, because while it is able 
to overcome the bilateral. constraint of 
counter trade and dispense with the use of 
hard currencies it is still capable of effect- 
ing the most. economic of exchanges. 
Moreover, the commodity credit notes 
could circulate for as long as no suitable 
exchanges are found. Actual delivery of a 
commodity would only be effected when a 
country in possesion of the correspond- 
ing credit notes called for it. The all- 
"important fe 
wuld be 








tive prices — and transformed, commo- 
dity credit notes would assume for the first 
time, and only then, the sta 

fide international cur and might be 
made part of countries’ foreign-exchange 
holding in much the same way as converti- 
ble currencies are regarded. i 
ble because the n ould be resold for 
convertible 1 competitive 
prices, and could be comparably used. 

As such they.m. : bought, sold or 
discounted as. or ary commercial bills: 
also, they might be: 

» Claimed for physical delivery and con- 

sumed (demonetised). 

» Recirculated | for further exchanges 

within or outside t е heme. 

» Held іп reserve re payments. 
Inthe first ewo ) i 


«highly desi 

i change for its natu анар it pre- 
mably had b unable to sell for hard 
rrencies. In the abser се of the scheme it 


` duction of the commodities used in pay- 
ment and to finance. the purchase of the 
imports with borrowed funds. What it 
amounts to, in effect, is that a special trad- 
ing unit would be created out of letters of 
credit and warehouse receipts with the re- 


sult.that there would be only as much of 


the resulting currency in circulation as 
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*Inchiding residuals. 
Sources: GATT, International Trade, 1981-82. 


there were supplies of acceptable goods 
and services. 

The scheme is in reality intended to 
facilitate. the meeting of needs which is 
handicapped in bilateral transactions by 
the limited choice of commodities and 
consequently the difficulty of finding suit- 





` Year after year the 
_presence of more 
that 1,200 manufac- 
turers and exporters 
of consumer goods 
confirms the 
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might offer to exchange a certain qua 
of rice at-some quoted price in. do 
(which might vary from day to-day) 
the indication that he would like toh 


certain approximate amounts of meat and 


cacao similarly offered in the sch 


as the cd to the 


if you manufacture or | 
export any of the items listed 
below why not take advantage 
of this fair too: 

leather goods, garments, tex- 
tiles carpets, jewelry, toys, 
equipment for hobbies and 
D.I.Y., light tools, ironware, 
wood products and furniture, 
handicrafts, household 


articles, sports goods, tocnmeal 


goods, etc. 
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burden d ү payments | 
the | feature would have the effect of 

п- | the convertibility envisaged in the scheme 
to truly exportable surpluses. A 

The scheme would be established 
around an international clearing house 
and operated along business lines. It 
would collect fees on transactions to cover 
its costs and operate through the regular 
commercial banking network. at the na- 
tional level. 

The most promising application of the 
scheme would Бе to multilateralise con- 
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tain a quantity of meat credit notes. offered | 
from Argentina in exchange for jute credit - 
“notes and some cacao credit notes from 
Indonesia for a shipment of Indian bi- 
cycles, bearing in mind, for each inter- 
mediate transaction, the exchange value 
of his acquisitions in terms of Burmese 
fice. The Indian trader might then offer 
his acquisition of the required meat and 
cacao credit notes along with the appro- 
priate quantity of credit notes for jute pro- 
. ducts to finish off the deal with the rice 
. trader in Burma. 
The exact terms of exchange might in all 
. cases be negotiated individually between 
«the parties concerned in much the same 
"way as they are dealt with in ordinary 
. trade. And all the traders concerned could 
. buy their stocks in local currencies and at 
_ prices comparable with those paid by ex- 
porters to hard-currency markets since 
they could sell their own acquisitions at 
- prices comparable with those applied for 
= goods acquired with hard currencies. The 
similarity, however, ends here because 
transactions within the scheme would be 
fnade without the use of hard currencies 
. even though they would be exchanges of 
; mutually wanted commodities. 
©. Thus, in the model presented, the In- 

dian trader mi ight have wanted to sell only 
in convertible currency for his jute export 
Чо Argentina had he not. known of the 
feasibility of converting his jute products 
into Argentine meat and then exchanging - 
ое latter with Burmese ‘rice’ hich hé 
“wanted in the first place: Eae Y 



























By Sheilah Ocampo-Kalfors 

Manila: One ofthe most sensitive issues to 
` be raised at the Asian Development Bank 

(ADB) board of governors meeting in 

Manila from May 4-6 will be India’s bid to 

borrow funds for the first time: The initial 

request was made in: 1981. : 

India hopes to borrow from the ordi- 
nary capital resources (OCR) some US$2 
billion during 1983-87, but it will abstain 
from requesting concessionalloans during 
the currency of Asian Development Fund 
(ADF) Шапа IV. India’s target is 11.3% 





























‘ADF for that specific period. 
In September 1981, ADB president 








it was qualified to borrow; but being care- 
ful not to таке а commitment. on the 
amount. Fujioka's response was dictated 
by the then uncertain resource position of 






о expand the area of possible transac- 
tions, importing countries might be al- 
- lowed to pay in their currencies (presuma- 
bly soft) in theeventthat no commodity « or. 
commodities acceptable to the exporting 
_ country were immediately available in the 
scheme. This would amount to currency 
clearing. Alternatively, the е porting 
country might accept credit within, for in- 
stance, a "swing" account in exchange for 
. the commodity taken by the importing 
country, or for holding trading balances. 
Soft currency or credit so acquired 
might, as with. the commodity credit 
notes, be circulated and discounted within 
le system and might be used by whichever 
country held it last in paying for imports 
from the country of origin. The use of cre- 
dit as a means of payment should, how- 
ever, be limited as it would allow countries 
ith ‘no. real. export potential to import: 
this could fuel dome tic infla 1d 













ing outcome of negotiations for a third 
general capital increase (GCI HI). 
Fujioka also stressed that the ADB's size 













primarily to small and medium-sized de- 
veloping member countries. 

Apart from the GCI IIL outcome, other 
` factors such as the lending growth to the 
ADB’s traditional OCR borrowers,.and 
the need for blending OCR and ADF 
funds for some Group A (low-income) 























sectors where it has sufficient knowledge 

















and resources, though most member gov- 
ernments of developed countries, except 
the United States, were sympathetic: 

The issue was supposed to have been 


On:the other han 
ану credit notes as 
' currency deals has 

tage of restricti 
modities already available bui 
оп account of the absence of hard 












; board was to: have considered the ADB 
гор 1983-8. 


tion: 





_of overall lending under both OCR and | 


^Masao Fujioka replied. - positively. to. 
India's request, agreeing in principle that - 


‘the ADB for the 1980s, and the still-pend- . 





and scale of operation were . geared 


countries would have an impact on the pos- 
tential level of lending for India: In the. | 
ADB’s view, its involvement, if any; 
should be limited to a few, high-priority: 





and expertise. Several directors expressed 
reservations on India’s request, given the | 
size of the institution and its limited Staff 


| the US, par icularl nth ج‎ of "another 
taken up in September 1982, when the | me 





nually would lend itself to multilateralisa- 
Another promising application 
would be to use it for building up the iritra- 
trade of the OIDCs and their träde with 
the socialist countries, which is severely 
constrained by foreign-exchange shor- 
tage. 

To the extent that.the OIDCs are able | 
to undertake this trade without the use of | 
hard currency, they would have more of 
such money available for imports from the 
industrial and oil-exporting countries. 


Indian reservations 


ADB governors are expected to sidestep New Delhi's request 
for funds at their Manila meeting — for fear of US opposition 


commence іп 1983, However, last year US 
reservations: about lending. to India be- 
came pronounced and “seemed likely to 
prejudice. the US attitude on the GCI IIT 
itself," according to an ADB document. 
As a result, discussion on. India's re- 
quest was temporarily. avoided. The US 
attitude took a "sharper prominence" in 
January this year particularly in the US 
Congress, where opposition to India's re- 
quest appeared to have hardened to the 
extent that it seemed likely the US would 
refuse to participate in the GCI Hl if loans 
to India commenced during this period: 
The US executive. director asked 
Fujioka for assurances that there would be 
no lending to India while GCE ITE was іп 
effect. And he approached other directors 


for support, apparently receiving it from 
Japan and, in a qualified form, from some 


other member governments. `. 
India éxpressed its apprehension over 


` this trend in a series of communications 


with Fujioka, but at the same time, it also 
indicated its flexibility over the amount it 
expected to borrow. Fujioka also made it 
clear that the GCI III was significantly 
lowér than the ADB had proposed and 
that: по significant additional resources 
would be forthcoming until 1984. 

The interchange of views among ADB 


‘directors resulted in a consensus — to 


limit the impact of the India issue on the 
GCI III, with the US director agreeing to 


participate ata level of lending that was ul- 


timately agreed upon by the member gov- 
ernments. But the final position of the US 


"when the issue comes up again remains 


uncertain: 

During the forthcoming ADB FOR 
meeting. the governors are expected to in- 
i F at they support India's 
, while treading care- 
the ОСІ participation of 
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range of exciting products. 

Finns also make a point 
of offering the best services 
you can find. 

We take pride in our own 
quality banking. 


OKOBANK 


OSUUSPANKKIEN KESKUSPANKKI OY 
- your direct line to the Finnish market 


Mail address: Office: Telephone: Telex: Cables: SWIET. 
1.308, SF-00101 Helsinki 10, Finland Arkadiankatu 23, Helsinki Int.+35804041 124714 OKOBANK OKOY FI HH 


shareholder in London & Continental Bankers Ltd., London, MEMBER OF UNICO BANKING GROUP ©, 
Е.С. Bank Europäischer Genossenschaftsbanken, Zurich. 
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They'll give the same thorough A 
protection to your stock 


Australia is one of the world’s leaders in cattle, 
sheep, pig and poultry production. It is also one of 
the leaders in animal disease prevention and con- 
trol. This has been achieved by specialist Australian 
companies attaining great expertise in the design 
and manufacture of veterinary equipment. Their 
products include anaesthetic equipment, poultry 
de-beakers, drenching guns, vaccinators, external , 
applicators, syringes and animal identification 
equipment. A wide range of top quality 
Australian veterinary chemicals for 
treatment of illness, disease and 
nutritional disorders is also readily 
available. 

For details of suppliers phone or telex the 
Australian Trade Commissioner: 

Kuala Lumpur, 42 3122, telex MA 30260. 
Hong Kong, (5) 227171-8, telex 73685. 
Singapore, 737 9311, telex RS 21238. 

Osaka, (06) 271 7071, telex 5225334. 

Tokyo, 582 7231-9, telex 2422885. 

New Delhi, 69 0336, telex 81312356. 

Manila, 87 4961, telex PN 63542. 
Seoul, 720 6490-5, telex K 23663. 
Beijing, 52 2331, telex 22263. 
Jakarta, 330824, telex 46214. 
Bangkok, 286 0411, telex 82621. 
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Ask the Australian 
Trade Commissioner 
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Two aspects of Belgium: “The Peasants Dance" by Flemish Master Bruegel the Elder; 
and the symbol of the ‘Flanders’ Technology" fair, showcase of the most sophisticated technology. 





|. flanders’ technology 


International Trade Fair 
for New Technologies 


Ghent, may 3-7 '83 
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IMPACT-FCBiBeigium 


You, Belgium and the BBL 


hatever your commercial aspira- 

tions in Europe, we firmly believe 
that you, Belgium and Banque Bruxelles 
Lambert form an ideal combination. 


Belgium you already know 
Crossroads of Europe, Belgium borders 
on four key Continental countries, with a 
fifth just across the Channel. Brussels, of 
course, is the seat of the European Com- 
mon Market. Antwerp just 45 km to the 
north, is one of the largest, most efficient 
seaports in the world. 

A long cultural tradition - the Flemish 
Masters, for example, - a long industrial 
tradition - from basic manufacturing to 


"state-of-the-art" components for the 
Space Shuttle. Combined, they have 
produced perhaps the most highly skil- 
led, highly productive workforce in 
Europe. Only natural in a country where 
export accounts for some 60% of the 


GNP. 


But why Banque Bruxelles Lambert? 


Because BBL covers the country with 
nearly 1000 branches, and the world with 
a dense network of branches, affiliates, 
correspondants and representative of- 
fices. 

Because of our long-standing tradition 
of helping dynamic companies establish 


themselves in Belgium. And our imagi- 
native solutions to individual problems. 

Because we have data processing and 
communications systems which assure 
quick handling of complex international 
transactions. 

Import, export, manufacturing, finan- 
cing, marketing. Whatever your need, 
Banque Bruxelles Lambert is ideally 
situated to help. Those who have put us 
to the test already know this very well. 


BBL is the Abecor bank in Belgium. 
Singapore Branch: PIL Building (ISth Floor) 
140 Cecil Street - Singapore 0106 

Phone: 223.97.81 - Telex: 20 294 BBLSIN. 


Banque Bruxelles Lambert BBL Bank Brussel Lambert 


Banking. a matter of neonle 
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smoothest-runnin 


operation 
to come out of 
Sweden since 
the ball-bearing 








The Sparbankernas Bank of Some of the others: efficiency, 
Sweden is now operating precision and the ability to perform 
internationally under a new name- well under all kinds of pressure. All at 
SWEDBANK. your service through our comprehen- 


And a smooth-running 
operation is just one of the 
qualities that we intend to 
demonstrate in common 
with the famous Swedish For full details, contact 
self-aligning ball-bearing. us at the address below. 


SWEDBANK 


DOMESTIC NAME: SPARBANKERNAS BANK 


sive range of international 
commercial banking services. 

And all highly relevant 
to your business. 





Sweden has an excellent name for International Banking. 


Head Office: S-105 34 Stockholm, Sweden. Telephone: 08-762 1000. Telex: 12826 SWEDBNR 5. 
Representative Осе: The Old Deanery, Dean's Court. London ECAV SAA. Telephone: 01-236 4060. 
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Group attribu ble net 

“some HK$15.6 billion 0852. 3 billion), 
the majority a 
kong. Market © 
group, currently a 
























und poe billion, 


‘because of the high profitability of bank- 
- ing in the territory. 

t^ "Despite its expansion outside, Hong- 
«Kong, foreign assets remain quite small 
ц compared with the parent, and the 

- major Hongkong-centred subsidiaries. 
Thus of HK$15.6 billion in book net as- 
sets, Marine Midland (51% owned) con- 
tríbutes HK$2.95 billion and the British 
~ Bank of the Middle East approximately 

HKS1 billion. Other banking, financial 
and insurance. subsidiaries, primarily 
operating outside Hongkong — Mercan- 
tile Bank, Anthony Gibbs, TKM, and 
Wayfoong. Malaysia and Singapore — 
add up to around another HK$650 mil- 
lion. And investments in transport — 
large chunks of the Y.-K. Pao shipping 
empire, plus 29% of Cathay Pacific Air- 
‘ways — add another HK$906 million. 
* Even putting a generous valuation ori 
the foreign operations of the bank itself 
and Wardley, it is clear that less than half 
of the group's apparent net assets reside 
‘outside Hongkong. 
| Quite what proportion of net profit 
comes from outside Hongkong is not 
Clear, but it would appear to be not more 
than about HK$800 million, plus what- 
ever the parent makes from non-Hong- 
"р. Kong banking operations, out of a total 
‘| last year of HK$2.3 billion. But let us get 
d; back to the Doomsday scenario. 

The group would have to decamp its 
head office — but to where does not mat- 
ter too much and it could be achieved in- 
' stantaneously with little prior legal pre- 
paration. What matters thereafter is 
whether it could keep more assets 
‘than liabilities. The picture immediately 
“looks brighter. It would lose its Hong- 





is even more dependent on Hongkong | 









е HONGKONG'S. 
kong dollar assets. But equally simul- | 
aneously it could. forget about many | | 


liabilities on the entirely reasonable 
grounds of force majeure. That way it is 
possible to conclude. that net assets 
might increase. 

For a start there is the note issue — 
HK$9.9 billion. At Doomsday the notes 
would cease to be legal tender and the 
bank in Hongkong would be unable to 
honour them. But they are mostly 
backed by certificates issued by the pre- 
sent government's Exchange Fund 
which in turn is largely invested in 
foreign currency assets. These are under 
the control of the British administration 
andin the Doomsday scenarios it is quite 
possible that the bank would have a case 
to receive rédemption in foreign cur- 
rency of at least part of its exchange-fund 
certificates, while the notes which they 
back become irredeemable. (Peking's 
case for demanding redemption in 
foreign currency would be slim, particu- 
larly while it continues to repudiate the 
financial obligations of its predecessors. 
And there is no reason the British Gov- 
ernment should make the profit.) 

The same principle applies in a differ- 
ent way to Hongkong dollar deposit ac- 
counts. Current deposit and other ac- 


‘counts of the Hongkong Bank itself 


(excluding subsidiaries) total HK$131 
billion. Assume, for the sake of argu- 


| ment; that HK$90 billion of these are the 


Hongkong dollar liabilities of Hongkong 


offices, and HK$70 billion are to the 


public — excluding other banks and the 
government. Total advances are only 
HK$54 billion, of which perhaps HK$40 
billion are in Hongkong. Other assets in- 
clude some HK$60 billion in short-term 
funds and time deposits with banks. — 
Most of this can be assumed to be held 
offshore. Even after deducting the obli- 
gations of foreign branches and amounts 
due to banks, wherever situated, it is 
reasonable to assume that not less than 
HK$10-15 billion at least would accrue 
to net assets if Doomsday produced a 
situation in which the bank was unable 
or unwilling for political reasons to hon- 
our its Hongkong liabilities, but kept its 
external assets. If the note issue assets 
are added in, the figure would rise by 
HK$9 billion, and if the locally held de- 
posits of the (current) Hongkong Gov- 
ernment were also included, it would in- 
crease by another HK$10 billion or so. 
This may begin to sound like science 
fiction. But it does show up quite how 
messy the situation could become, and 
how unfruitful to the heirs of Hongkong. 
One thing is clear: the worst possible 
scenario for Hongkong is not the worst 
possible one for the Hongkong Bank. 
latest 
casualty, Trafalgar Housing, bea 
blances to Carrian: 





` Trafalgar's credibility is already negligi- 


.licy that largely insulates Trafalga 


| ent owing Trafalgar HK$69 million, А. 










-Share-for-debt 
“to HK$650 million. One would have - 


corporate 


| to kick around much longer. 





its bamboozling of the public, in the re 
tions between public company and р! 
vate parent (Central Enterprises) anc 
most recently, in cancellation of. an: 
nounced dividends and a request for a 
moratorium on its debts. E 
Trafalgar is now said to have deb 
HK$730 million and assets of HK$ 
billion leaving net assets of HK$447 mil 
lion or 29 HK cents per ordinary sh 
Meanwhile Central Enterprises has d 
of HK$603 million and negative ne 
worth of HK$254 million. Most. o 
Trafalgar's assets relate to the housing 
project at Taipa, Macau, which is ba: 
cally a way of buying Portuguese 
dence rights. Taipa depends on the c 
tinuing goodwill of Lisbon. 

It also requires willingness of Hon 
kong investors to entrust the full price o 
a flat to Trafalgar long before either iti 
built or they get their residence rights 









































ble. According to its advisers, Samuel — 
Montagu, its much touted oil, gas and 
gold properties in the United States are 
virtually worthless апа are expected to 
be liquidated by their creditors. : 
In true Carrian style, the parent's as-. 
sumed wealth has proven to be a mirage. 
In the last annual report — published in 
November, more than eight months 
after year-end — the chairman said Cen 
tral Enterprises "continues to place ini 
tial project costs to its own account, a po 



























shareholders from the risks of develo 
ment.” The same report shows the par 


year previously, prior to a HK$307 m 
lion preference share issue said to be for 
financing natural resource investments, 
Trafalgar was being financed by its par 
ent to the tune of HK$344 million. Now 
we learn the parent is a shell of debts sec 
ured on now almost worthless shares. ` 
Trafalgar is currently suing the Hong- 
kong Economic Journal for a story which 
allegedly overstated the size of its write- 
offs, suggesting a negative net worth. Ап. 
interesting suit indeed, given Тгаѓаіраг?ѕ 
record of misinformation. 1 
e TALKING about misinformation, 
Carrian has continued to peddle non- 
sense about its prospects through the au 
gust medium of Reuters newsagency. Ап - 
unnamed Carrian spokesman suggested ` 
that once the proposed preference... 
scheme had ропе: 
through, and a few assets sales had been 
completed, group debt would be down - 



































thought the press had by now become 
wise enough to Carrian's lies not to retail 
such inadequately sourced nonsense... 
Oh, well. At least we won't have Carrian 





















STOCKMARKETS 


"—— Bangkok's trading floor: bouncing back after years of depression. 
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Ready for a run 


Bullishness and margin trading returns to the Bangkok 
stockmarket as investors look for an economic upturn ahead 


By Paisal Sricharatchanya 

Bangkok: Buoyed by declining interest 
rates, increased liquidity in the financial 
system and general optimism that an 
economic recovery is around the corner, 
the Thai stockmarket is registering its first 
significant rise after four years of depress- 
ed trading. If the economy really picks up, 
as most indicators seem to suggest, the 
current rally may continue well into 1984. 

The upturn began in the final quarter of 
1982, in the wake of sharply reduced in- 
terest rates overseas and a domestic 
liquidity glut which forced commercial 
banks to begin a phased process of lower- 
ing local interest rates (REVIEW, Feb. 17). 
Earlier, the stockmarket had a rare mini- 
boom during the  August-September 
period, partly as a result of a reported in- 
fusion of Hongkong flight capital 
(REVIEW, Oct. 22, `82). 

In marked contrast to the depressed 
conditions which had prevailed since the 
1979 market crash, stock-trading activities 
picked up significantly last year. The turn- 
over of 60.7 million shares traded at a total 
of Baht 5.8 billion (US$255 million) in 
1982 represents a 102% increase in 
amount and a 133% increase in value over 
1981. 

The Baht 23 million average daily turn- 


over last year rose to more than Baht 30. 


million during the first quarter of this year 
and many analysts believe that, given à 
sustained improvement, average dail 


turnover throughout 1983 may well reach 


Baht 50 million. Meanwhile, the Stock 
Exchange of Thailand (SET) Index has 
risen from 106.6 at the end of 1981 to 123.5 
at the end of last year and again to 133.2 
on April 20. 

The present improvement should be 
sustained. A series of retail oil-price 
cuts of 2.6-9.1% in late March, plus an ac- 
ross-the-board reduction in electricity 
rates in early April, are expected to contri- 
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bute to a better financial performance by 
listed companies. They will undoubtedly 
benefit other business and industrial sec- 
tors generally. Underscoring a new-found 
confidence in the market's future, about 
six large broking houses have revived in 
recent months their margin loan-accounts 
which finance an average 70% of inves- 
tors' portfolios. 

This practice proliferated during the 
1977-78 boom days. But when the market 
crashed in 1979 most finance and secu- 
rities companies were badly burned as 
speculators disclaimed responsibility for 
shares they ordered to purchase on mar- 
gin, leaving behind large blocks of stocks 
whose price had plummeted. Owing to the 
absence of any clear-cut legal definition 
on stock ownership and transactions, the 
finance firms have since been suing al- 
leged owners of the disputed stocks — es- 
timated to value more than Baht 1 billion 
— in court. The bulk of trading since then 
has been reduced to a straight cash basis. 

Margin loan-accounts are now being re- 
vived, though with extreme caution. At 
the broader level, the share of securities- 
related transactions to total lending by 
Thailand's 112 finance firms has nose- 
dived from about 14% at the height of the 
boom to only 2*5 in recent years. This re- 
flects how little the finance sector has con- 
tributed to the development of the capital 
market, according to Sunthorn Aruna- 
nondchai, president of Asia Credit, the 
largest finance company here. At the end 
of 1982, the finance sector's lending top- 
ped Baht 79.5 billion while borrowings 
from the public (in the form of promissory 
notes) were Baht 75.5 billion. 

It is generally agreed there is now a 
need to expand the number of listed com- 
panies in order to offer investors “a wider 
variety of goods to choose from." After 
being established for eight years, the ex- 


| | three unit trusts dic Li pepe oes 








listed before 1979. Because of the 
psychological impact of the market crash, 
aggravated by recession, new listings have 
been minimal in recent years. There were 
three in 1981 and only one last year. In all, 
only 10-20 stocks could be described as ac- 
tive. 


Е early this year, the exchange has 
adopted a more aggressive posture to 
encourage new, financially stable, and 
prudently managed companies to the mar- 
ket. Nonetheless, the official target of 12 
new listings in 1983 appears overly optim- 
istic — officials now concede a more realis- 
tic figure would be six. Listed companies 
are entitled to various tax-related benefits 
— notably a reduction in corporate tax 
from 40% to 30%. But many family busi- 
ness groups remain reluctant to loosen 
their controlling interests, as well as to 
make public disclosure of company data. 

Discussions are now under way with 
several groups, including financial institu- 
tions (required by law to divest sharehold- 
ings anyway), manufacturing and trading 
companies. An application by Thai In- 
vestment and Securities Co. (Tisco), the 
second largest finance firm, has already 
been approved by the SET board and is 
now awaiting the formality of final en- 
dorsement by the finance minister. The 
East Asiatic Co. (Thailand) —a local sub- 
sidiary of the well-known Scandinavian 
business group based in Denmark, which 
is involved in imports, exports, shipping 
and industrial manufacturing here —is ex- 
pected to apply for a listing in June. Asia 
Credit and Tisco are now jointly under- 
writing 18% of its Baht 200 million capital 
through private placement. 





Keeping it in 
the family 


A law intended to spur public 
ownership is failing because 
of its stringent conditions 


Bangkok: Thailand's 1978 Public Com- 
panies Act was originally conceived as an 
important catalyst to spur wider public 
ownership in. a business community 
known for its numerous family-controlled 
groups. But since the law went into force 
in mid-1979, its goal of mobilising public 
savings for national economic develop- 
ment has not been achieved. Instead the 
act has inflicted heavy damage on Thai- 
land's primary capital market. Deben- 
ture issues have virtually ceased and 
equity-share issues reduced to a bare mini- 
mum. 

Before the law was enforced, private 
companies could freely issue debentures 
and make public offerings of common 
shares under the Commercial Codes. But 
under the 1978 act debentures and public 
offerings of shares are prohibited unless 
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In what is seen as a serious drawback to 
the development of the primary-issues 
market — and hence hampering growth of 
the (secondary) stockmarket — public of- 
fering of shares is prohibited unless a com- 
pany meets the rigid legal requirements of 
the 1978 Public Companies Act. Because 
the law prescribes unrealistically difficult 
criteria, there are no genuine public com- 
panies to date — save for some 10 distil- 
leries. 

Apart from the need to facilitate public 
offerings of primary issues by amending 
the law, most analysts agree it is important 
to amend the 1974 SET Act to establish a 
definite legal definition of stock owner- 
ship and transactions — a key omission 
stemming from the haste with which the 
market was first set up. 

After more than two years of largely 
futile bids, there still seems no clear pros- 
pect of an updating of the law in sight. The 
proposed changes originally took the form 
of draft legislation to amend the SET Act. 
However, because that would have in- 
volved the time-consuming and politically 
troublesome process of obtaining par- 
liamentary approval, the exchange opted 
for a “short cut” last year by presenting 
the proposals in the form of a royal de- 
cree. 

By established practice, a royal decree 
to effect legal changes is justified only in 
urgent issues of national significance and 
must be approved by the cabinet. As pre- 
dicted (REVIEW, Dec. 24, '82), outgoing 
Finance Minister Sommai Hoontrakul, 
failed to take the initiative to get the de- 
cree approved. Now that a new govern- 
ment is being formed after the April 18 
general election, and it remains uncertain 
as to who will succeed Sommai, the issue is 
likely to suffer further delay [Г] 


they meet rigid requirements set out in ап 
amendment to the codes 

Because these conditions are unrealis- 
tic, few genuine “public” companies have 
been established other than some 10 distil- 
leries which operate lucrative government 
liquor concessions. These comply superfi- 
cially with the required shareholding 
structure through allocating shares among 
relatives and close associates. With the 
further exception of financial institutions 
— banks and finance companies — which 
enjoy a waiver under separate laws allow- 
ing them to offer shares publicly, all other 
companies issuing new shares are limited 
to the relatively ineffective (and time-con- 
suming) private-placement process. 

There is little doubt that those who 
drafted the law, under former prime 
minister Kriangsak Сһотапап, had 
genuine good intentions. What they over- 
looked was the law's impracticality. 
Among other things, it defines a public 
company as one having at least 100 
shareholders, including a number of small 
shareholders each taking up no more than 
0.695, with a combined total of more than 
50% of the equity. The remaining 
shareholders, if any, are not allowed more 
than 10% each. 

Itis obvious now the law has dealt a seri- 
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Incredibly 


Swiss. 


20-gram, 999.9 fine gold bar with the typical 
Credit Suisse high lustre and the Credit Suisse 
guarantee 


For Precious 
Metals — 
Credit Suisse. 


In its Incredibly Swiss way, 
Credit Suisse, the noted Swiss 
big bank, has made a decisive 
contribution to Switzerland's 
worldwide role in the precious 
metals trade. 

After all, dealing in gold, 
silver, platinum and palladium 
is a Credit Suisse speciality. 

The bank's leading posi- 
tion is reinforced by its own 
precious metals refinery, 
Valcambi SA, which produces 


bars and ingots of all sizes. 





Many thousands of 
satisfied customers from a wide 
range of countries depend 
on Credit Suisse experience in 


this and other fields. Why not 


you? 


CREDIT SUISSE 


CS 








Credit Suisse. Incredibly Swiss. 
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ous blow to the Thai primary-capital mar- 
ket. For instance, Thai Investment and 
Securities Co. (Tisco) — the second 
largest finance company here and known 
as the leader in the underwriting business 
— had underwritten a combination of de- 
bentures and common shares (through 
public offerings) for around 30 companies 
in the 13-year period before the law came 
into force. Many of these companies were 
subsequently listed on the Thai stock ex- 
change. 

Yet in 1980, the year after the law took 
effect, Tisco handled none. Since then the 
company has underwritten only two fi- 
nance-related issues. And Asia Credit, 
the largest finance firm and also active in 
the underwriting business, has had a simi- 
lar experience. 

Tisco president Sivaporn Dardara- 
nanda claimed in an interview that if the 
law is amended, his company could im- 
mediately underwrite debentures for at 
least 10 companies in various sectors 
"which have long-term loan needs." As an 
initial experiment, successful debentures 
could become a stepping stone towards or- 
dinary share issues since large sections of 
the local business community remain con- 
servative about going public, he said. 

Both Tisco and Asia Credit are waging a 
noisy campaign to get the 1978 act and the 
relevant part of the Commercial Codes 
amended in order to permit debentures 
and public offerings. At a recent press 
conference — described by Sivaporn as 
being designed to “declare war" on the 
laws — they emphasised the need to re- 
move the legal obstacles to pave the way 
for the development of the primary capital 
market as well as the stockmarket. 

Their broad stance seems to be valid. 
Capital-market development is one of 
the objectives in the current. five-year 
plan (1982-86). Moreover, it is necessary 
to mobilise additional public savings to fi- 





riangsak: an impracticable law. 





nance partly the costly gas-based indus- 
tries on the country's eastern seaboard, 
most of which are now in the planning 
stage. 

Judging from the waiver for financial in- 
stitutions (on public offerings), plus a 
similar proposed waiver, which has yet to 
be approved, for companies listed or hav- 
ing applied for listings on the stock ex- 
change, the Finance Ministry has appa- 
rently realised the law's defects. But whe- 
ther the new government, which is about 
to assume office, will go along with the re- 
forms is unknown. Legal change is nor- 
mally a time-consuming process in Thai- 
land unless the powers that be are really 
convinced of the need for it. 

— PAISAL SRICHARATCHANYA 


INVESTMENT MANAGEMENT 
IS A FULL TIME JOB. 


One of your company's most important assets is its employees. In this 
age of growing corporate responsibility, providing for an employee's future 
means more than handing him a monthly salary. It means providing for 


his retirement. 


And providing for his retirement is not a job for your accountant. It's a 
full time responsibility that requires experienced professionals. 

We at Kleinwort Benson Investment Management Pacific offer the pro- 
fessional experience necessary for the establishment and management of 
retirement plans. Our international network means your company's port- 
folio will be able to take advantage of investment opportunities in whatever 
corner of the globe they are to be found. Our two hundred years of 
experience show your company can rely on us. After all, we didn't become 
the UK's largest merchant bank by chance. 

Leave your accountant with the books and come and talk to us about 


the corporate provident plan. 


KBIMP 


A Wealth of Experience 








Sir William Young, Bt. 

Kleinwort Benson Investment Management Pacific 
40/F. Gloucester Tower 

11 Pedder Street, Hong Kong 

Tel: 5-215311 








Another 


hoomer 


With inflation falling at last, 
investors return to the 
New Zealand market 


By Klaus Sorensen 

Wellington: Despite a deteriorating 
economy, uncertain overseas-trade pros- 
pects and increasing union difficulties, the 
New Zealand equity investor has gone on 
a spending spree. In a rally led by small 
private investors — overseas buying has 
not been a feature — the market has risen 
no less than 40% since the beginning of 
the year to reach an all-time high on April 
14. Since then, discovery of a miscalcula- 
tion in the valuation of the New Zealand 
United Corp. (NZUC) Index has caused a 
technical revaluation. 

Behind the index’s climb to its high of 
831.33 lay a high level of liquidity and a 
feeling among investors that, with infla- 
tion and interest rates now falling, the 
stockmarket offered one of the best op- 
portunities for capital gain. Analysts, fund 
managers and other investment profes- 
sionals have their reservations, however, 
about the recent sharp upturn. In terms 
of fundamentals, the average price-earn- 
ings ratio for the leading 50 stocks on 
April 15 was 6.2 and the average yield 
6.7%. 

The recent euphoria was interrupted on 
April 15 when the error in computing the 
NZUC Index — used by most major in- 
stitutions — was revealed. By April 20 the 
index had been recalculated on the old 
capital basis and it was revised downwards 
by 9%. Asa result the close on April 19 of 
824.50 became 748.20. The error was 
traced back to January 1981 when an em- 
ployee of NZUC, one of the country's 
largest merchant banks (51% owned by 
Barclays Bank of Britain), had mis- 
guidedly included a formula for adjusting 
stock prices, and therefore the index, for 
dividend payments (to ex-dividend levels) 
as opposed to the pure capital-value calcu- 
lation previously employed. A number of 
investment managers had not been able to 
understand why their portfolios were not 
performing, on a gross-value basis, as well 
as the index itself. Finally, NZUC twigged 
to the error, admitting it had “got its sums 
wrong." 

Despite this and the likelihood of poor 
economic news in the near term, the bull- 
ish mood of investors seems likely to per- 
sist as they fix their gaze on an expected 
economic recovery in 1984. Nonetheless, 
company profitability is likely to fall until 
the end of this year before the benefits of a 
recovery in the United States, and particu- 
larly an upturn in timber prices, make an 
impact on the New Zealand economy. 
Corporate results for the March 31 year- 
end are due soon and brokers are looking 
for a 20-50% drop in earnings. 

At the macro-economic level, the gov- 
ernment is heading for a NZ$2.5-3 billion 
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BEVEHCHART by Най Ts 


i farming-and-forestry base, Fletcher' 5 süb- 
sidiary Tasman Forest Industries was hit 
Вата by the decline in both timber and par- 
ticularly newsprint prices. Tasman is nor- 
, mally the most profitable. of Fletcher’s 
«^ operations but this year its contribution 
“will be well down. Analysts, and Fletcher 
itself, are looking for a net profit for the 
«year ending June 1983 оѓ around NZ$50 
üillion compared with the NZ$85-95 mil- 
on level recorded in previous years. Still, 
stors have decided that Fletcher was 
errated and its stock hasrisen from the 
70-180 NZ cents level earlier this year to 

| around 220 cents. 


г Adding to the stockmarket’s present al- 


еї is the decreasing attraction of alterna- 
«tive avenues of investment, such as horti- 
ulture. Recent years have witnessed a 
city moriey into rural horticultural 

— mainly centred on the furry 


vi fruit or Chinese gooseberry — 
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Honda zooms ahead 
Unconsolidated net income of Honda 
Motor, the: world’s top motorcycle 
maker and one of Japan's leading car 
makers, was up 29.1% to a record 31.3 
billion (US$133. million) for the year 
ended.Feb. 28. Total sales increased 
13% to arecord ¥1.75 trillion. The com- 
pany intensified domestic sales efforts to 
cover the drop in overseas sales, includ- 
ing the marketing of 44 new motorcycle 
models that pushed up local sales of the 
machines 30.795... Also, Honda's best 
selling car, the City (1,200 cc.), con- 
tinued to be popular. Dividends from af- 
filiated overseas companies also contri- 
buted to the profit increase. 

Net income per share came to ¥39.93, 
up from 32.86. Dividend was un- 
changed at ¥10. For the current term, 
the company predicts a 6% rise in sales 
with the launching of new models. | 

— KAZUMI MIYAZAWA 


Cold Storage warms up 


Cold Storage Holdings, the Singaporean 
food-based diversified group, has an- 
nounced attributable profits to sharehol- 
ders of 8$17.7 million (US$8.4 mil- 
lion), for the year ended Jan. 31 — an in- 


: crease of 24% over the previous year's 


figure. of S$14.3 million. The group's 
manufacturing and retailing operations, 
especially ^in Malaysia, remained 
buoyant during the period and combined 
with an initial development profit of 
S$8.2 million from its prestigious S$84 
million Centrepoint project to boost the 
period's performance. The group's. pro- 
fits have remained flat in the five years 
preceding the 1982 rise. Group pre-tax 


profits amounted to S$34.6 million (up . 
70% from the 1981 level of 5$20.4 mil. 
lion) Оп revenues of S$747.1 million | 


(down 1.6% from the previous S$759.5 
million). Net earnings per share rose to 
14.4 S cents, up from 9.5 cents the year 
before. A final dividend of 7.75 cents has 
been. recommended to take the year's 
total payout to 12.75 cents (compared to 
11.5:cents for 1981). 

— A CORRESPONDENT 


Genting’ s earnings 
The “Malaysian casino resort group; 
Genting, has reported a 1982 post-tax 


profit of M$69.1 million (US$29.9 mil- | 


lion) representing an increase of 27.896 
over 1981. Turnover during the period 
amounted to M$292.9 million, up by 
M$18 million. Attributable net income 
declined sharply from M$113.8 million 


in 1981 to M$70.8 million in 1982 asare- ' 
sult of lower extraordinary gains, mainly. | 
meet with the quick changes in consu 


from land sales, totalling only M$2.1 
million in 1982, as against M$59.8 mil- 
lion in 1981 realised at that time from. 
Genting's sale of its investment in Harri- 
sons and Crosfield. 


Dividends were unchanged at 10.5 Mi 


` share 
` final divide: 
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—LEO GONZAGA 


Two Philippine companies belonging t 
different conglomerates whose maj 
owners were feudin publicly not 
ago, experienced di ering 1982 oper 
tional fortunes. Net income of A 
Corp. dropped to 104.8 mi 
(US$10.7 million) from P150.6 mi 

in 1981, whereas Atlas Fertiliser’ C 
made a turnaround to a net profit « 
P2.3 million from a previous los: 
P5.3 million. Ayala is the corpo 
flagship of the Ayala business emp 
headed by Enrique Zobel; Atlas is part 
of the group led by Andres Sori 


Until recently; Zobel and Soriano we 
: fighting for control of San Miguel Corp. 


of the. country’ s biggest private е 
— LEO GONZAC 


Weather hurts Daiei 


Unconsolidated net profit of. Daiei 
Japan's largest retailing chain, declined 
by:36.396 to ¥6.3 billion (US$26.5 m 
lion) in the year ended Feb. 28. Tot 
sales were up by only 1.1% to Y1.2t 
lion dueto abnormal weather — the coo 
summer and warm winter led to a 6.2% 
drop in apparel sales. Also the company 


affected by higher interest payment 
borrowings which rose by 111 billion 


"a total of *Y 478 billion. 


Daiei predicts a 20% increase in ѕа 
for the current term. It recently 
organised its purchasing department 


ers' demands. 
Net income. per share. was ¥ 2. 


d down from  X34.75. Divi 








BULLS continued their run Е. most Asian markets, despite some slight easing on Wall 
Street. The Australian market surged ahead on the back of strong overseas demand while 
ala Lumpur reached its highest level since July 1981. Taipei also soared and Seoul estab- 
hed a firm upward pattern. Elsewhere gains were also solid except in Hongkong where the 
continued to edge nervously beyond the 1,000 mark on fears of further currency 
ness and problems in the corporate sector. Fears are growing meanwhile that a number 
an stockmarkets are over-shooting short- to medium-term economic prospects: 

















ONG: тһе unexpected rise. in. interest 
April 19 pushéd the market lower. The move 
little to stem the continued weakness of the 
Hongkong dollar апа there were even rumours 
brokers that the authorities might resort to 
sing rates again. However, the market held above 
11,000 level and recovered strongly on the final 
of the period reflecting short covering and re- 
ewed overseas buying. But currency weakness con- 
nued to persist, analysts generally agreeing that in- 
rest-rate management alone would riot stem the de- 
line. The Нап Seng Index closed up just 0.1 of a 
t at 1,041.07 inlow turnover. 


TOKYO: Blue chips looked tired though the mar- 
ket was strongly supported by domestic private-in- 
vestor buying in low-priced issues, especially 
eculatives. Biotechnology stocks drew interest. 

fst-liners were dragged down by the margin over- 
hang which peaked six months ago and is now coming 
due. The market may slacken somewhat unless more 
'érseas investors соте in. Trading and shipbuilding 
advanced. The Nikkei-Dow Jones Average closed at 
8,596.09, up 14 points on the period in тиешем 
turnover, 


AUSTRALIA: The solid uptrend continued with 


the Australian All-Ordinaries Index firming a further 
23.2 points to close at 597.4 points on April 22. April 
25 was a public holiday. Spirited overseas buying 
continued, with all sectors registering gains. Heavy 
Overseas demand is now making the market very sen- 
































ntiment, meanwhile, is that a technical correction 
is overdue. 


NEW ZEALAND: The RS continued to be well 


supported: until mid-period then quietened down in 
front of the holiday weekend. Brierley Investments 





some quarters, by announcing: a rights issue now 
rather than towards the end of the year as usual. The 
. government continued to attract large amounts (av- 
eraging NZ$10 million [US$6.6 million]) from indi- 
с viduals into its Kiwi savings stock with no apparent 
effect on demand for equities, 


KUALA LUMPUR: As the focus of acy shifted 


rom lower-liners into quality stocks, the market re- 
gistered its biggest five-day gain since the present bull 
run began three months ago. Fraser's Industrial 
Index closed 160.29 points up at 3,301.82, its highest 
vel since the end of July 1981. As buying support 
grew, overall turnover increased by nearly 10 million 
units to 52.5 million shares traded. Blue-chip hotel; 
<property and plantation issues attracted: strong. in- 
:terest, though volume leader. was sawmiller and 
palm-oil refiner General Lumber, which advanced to 
M$1.61 (70 US cents), up 21 M cents. Rarely traded 
Chin Teck Plantations made the biggest gain, оп the 
board, putting on M$2.25 to M$9 after попере а 
four-for-one| bonus i issue. ; ; 
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sitive to Wall Street and the gold price. Domestic 


surprised the market, and caused a little disquiet in . 




















April 19 
SINGAPORE: Predictions of.a correction again тер 
pril 21 
proved misplaced as the market continued to ad- April 22 
vance. Trading was active in both blue chips and sec- | Aprit28 x 
ond-liners as: Fraser's Industrial Index rose 88.82 Change ол wok ЕЕ +4 


points, or: 1.7%, to close the period at 5,436.38. ТАрй25°` ^ change 


















Brokers said the firm undertone is likely to continue | amau Yeh em ү 
in the wake of more positive signs of arecoveryin the | Ameetipormon |; © 208 ^ 340 
United States economy. At present levels; the mar- | jos aT е 
ket has an average price-earnings ratio of around 25. | Avswatiancons na. rao. н 
Trading averaged 15-20 million units a day during the een ate УБА aga R 
period, Boral 2875 _ 
Bougainville | 276 +45 
MANILA: volume was low at 258.993 million | ec ^ 842 +86 
shares, but value swelled to P57.9 million (US$5.8 | Bromentuisoum. . „= КЕ 
million) on block sales in Family Bank апа Filinvest | Gig лз с 2 оа 
Credit, sister institutions belonging to the Filipino- : Pe Ure Brewery 258. +04 


Chinese Gotianum conglomerate. Family moved a 
block ‘of 100,000 shares worth P10.4 million, and 
Filinvest a. block of 311,850 shares worth P31.2 mil | Dearne 
lion. In 1982, its: first-year of operations as an.ex- | кюегэтзөм 
panded commercial bank, Family was said to have re» фон EUM Tenes 
gistered a 6575 earnings increase. Trading was slack : н 


in other issues, though price movements were mostly ~ 


































up during the period... Ё 13 
SEOUL: Share prices surged as investors returned | қон? Бю, Des 
to the stockmarket following the April 18 govern- | роте Concree - = 
ment measures against property-market speculators. нон е yee 


On April 21, bulls pushed the composite index to | tromasnationmidetrans — 176 = 
130, the high for the year, with the number of shares |. "sene 

























traded at an all-time high of 41.1 million issues for the 2m - Say 

day. Citing prospects of an economic recovery,some | | 

brokers said the bullish trend is likely to continue for py : : 

some time. The average volume more than doubled mB HONG KONG 

to 26:5 million issues a day with car industry, trading 

and construction shares gaining substantially. ` Hang Seng index m 

1, d 

BANGKOK: the market showed further strength | ar 

as prices moved ahead. The general election results 1,00€ 

provided some stimulus while the earnings perfor- 1,041 

mance of selected companies also contributed to the +43 

bullish mood. Investors opened the period оп a buy- change 

ing spree, confident about the election outcome: | associated Hotes vp bin 

Prices moved from strength to strength until they hit . | Ateste. 4307 +24 

a selling patch on April 21. Despite a slight retreat, | caus ^ d m 

the market managed to stay оп an even keel. Aver- | ‘Cheungkong 990 +05 
China Light 15.00. +07 


age daily turnover was recorded at Baht 49.8 million 
(US$2.2 million). The Book Club Index posted a 
gain of 1.86 points to close at 118.35. 


TAIPEI: тһе market continued to soar during a.. 
period in which three records were broken. The vol- l 
ume traded on April 19 — NT$3.4 billion (US$85: 
million) — was a record as.was the average volume of: 
NT$2.9 billion traded during the period. The ave 
age weighted: price index also climbed through i 
previous record of 688, set in October 1978, to rea 
a high of 723. Analysts said the market reacted to the 
bullish performance of overseas stockma í 
continuing indications оѓ an economic ў 
Food-processing and construction issues sho 
biggest gain T 
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BEING THERE 


IN SINGAPORE FOR MORE THAN A CENTURY ! FIRST TO 
START BANKING IN SAUDI ARABIA ! HOLLAND’S LARGEST 
INTERNATIONAL BANK ! RELIABLE, TENACIOUS, DOWN TO 
EARTH ! BEING THE DUTCH BANKER MEANS BEING THERE 1 
IPS THE WAY WE'RE BUILT ! SKILLED IN INTERNATIONAL 
FINANCE ! TRADING IN 140 CURRENCIES ! OUR CURREN- 
CIES ! BEING THERE IN 42 COUNTRIES ! OUR COUNTRIES ! 
UNDERSTANDING YOUR PROBLEMS IN YOUR LANGUAGE ! 
MEET US HERE, MEET US ON THE OTHER SIDE OF THE 
GLOBE ! WE'RE THERE ! 
АВН Вапк THE DUTCH BANKER 

Regional Manager North East Asia: Hong Kong, tel 5-84292, telex 73453. Branches i Meng Kong Rosie Uni П, 


Kobe, Osaka, Fukuoka, Taipei. Regional Manager South East Asia: Singapore, tel. 91 55 ll. telex 24396. 
Branches in: Singapore, Colombo, Kuala Lumpur, Penang, Jakarta 


МЎ hen youre telling 
of miles, evê inch« 
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Nothing takes it out of you like a long 
plane journey. So the more comfortable you are, 
the better you're going to feel at the other end. 

Thai's Royal Executive Class was designed 
with that thought foremost in mind. 

The result is two spacious areas. 

One located upstairs where the First Class 
lounge used to be. The other downstairs with 
only 24 seats instead of 35. 

Since passengers spend most of a journey 
on their seat we spent a lot of time on ours. 

The result is a First Class seat in every 
sense of the word. Bigger. Wider. And more com- 
fortable with its greater reclining pitch. 

Of course, no journey is complete without 
beautiful food. 

In Royal Executive Class we go one better 
and give you a choice of menus. Served on 
elegant china with fine cutlery and table linen. 

Other niceties in the air include a 
selection of excellent wines and liqueurs, cheese- 
boards and baskets of tropical fruit, electronic 
headsets for your ears and comfort socks for 
your feet. 

On the ground we offer speedy check-in 
at special Royal Executive Class counters plus 
lounge facilities at most airports. 

Whats more, all this can be enjoyed for 
just the full economy fare, or a little more on 
certain intercontinental routes. 

Royal Executive Class is also available on 
our DC10 flights to the Middle East and A300 
routes throughout the Orient. 

So even if you change planes, you start and 
finish your journey in style. 

Say goodbye to Business Class an 
take off on Thai's Royal | 
Executive Class. | 

We think it wil _ a 
measure up to your КУ ©, 
highest expectations. aS: ma 
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LETTER FROM CHRISTCHURCH 


his city of 300,000 in the South Island 

of New Zealand is said to be the most 
English city outside the British Isles. The 
river which wanders through the centre 
is called the Avon, and the centre itself is 
dominated by an Anglican cathedral. 
Street names recall English cathedral 
cities (Durham and Worcester) or the 
former extent of the British Empire 
(Montreal and Madras). 

High-minded founding fathers laid 
out Christchurch (on a swamp) in 1850, 
determined to build an English home in 
the South Pacific — class distinctions 
and all. Christchurch flourishes today, 
the market town for much of the highly 
rural South Island, and the southern- 
most city of any size in the world. 

To sleepy Christchurch on a warm au- 
tumn morning in mid-April came 
Chinese Premier Zhao Ziyang, direct 
from Peking, at the start of a four-day 
visit to New Zealand. The contrast with 
the receptions given to important 
foreign visitors in Peking must have been 
overwhelming. At the airport were a 
small official party, a bunch of flowers 
from the tiny local Chinese community 
(much given to vigorous capitalism in its 
restaurants and 
fruit shops), and a 
handful of local 
enthusiasts from 
the New Zealand- 

China Friendship 
Society. 

The society it- 
self, a small, left- 
wing oddity — 
peopled largely by 
those who beat a 
path to Peking in 
headier days of 
revolutionary en- 
thusiasm — has 
been nonplussed 
in recent years by 
China's flirtations 
with the West and with Western 
economic incentives. 

Just as nonplussed were loun- 
gers in the city centre who asked 
casually "Who's that?" and 
showed little interest as Zhao's 
motorcade swept by, causing the 
sort of traffic disruption. nor- 
mally associated with the arrival 
of British "Royals" — or the 
triumphant return of a local 
rugby team. 

And as Zhao sat down to his 
first dinner in New Zealand, pro- 
letarian drinkers in the ground- 
floor bar of Noah's Hotel sang 
on, oblivious of the events 13 
floors above their heads. Local 
media gave prominence to the 
visit, but much of their attention 
was on the fact that Zhao was 
staying in the hotel's "Royal 
Suite," price NZ$250 (US$160) 





a night. intended two weeks later to 
house the heir to Britain's throne, Prince 
Charles, his wife Princess Diana and 
their son Prince William. 

Even senior government MPs and the 
Ministry of Foreign Affairs were asking 
on the eve of the visit: "Why New Zea- 
land first?" Speculation on the reason 
was wide — and sometimes wild. It 
ranged from a guess that a small and un- 
assuming country might be a good place 
for Zhao to meet the inscrutable West 
for the first time, to New Zealand's skills 
in transferring technology, to the possi- 
bility that China is interested in gaining a 
place in Antarctic research and Christ- 
church has been a recognised jumping- 
off place for polar expeditions, from the 
legendary Capt. Robert Falcon Scott 
more than 70 years ago to the United 
States Navy today. 

Optimists, heartened by New Zea- 
land's steadily improving relations with 
China in the 10 years since diplomatic re- 
lations were opened between the two 
countries, hoped the visit promised a 
new burst of trade activity. New Zea- 
land's Export-Import Corp., a state 
trading business with diversified in- 

terests, announced on the 
s eve of Zhao's arrival sales of 
NZ$4.5 million worth of 
steel, wood pulp and hides 
to China. Since diplomatic 
ties were established, New 
Zealand's exports to China 
have grown from NZ$2 mil- 
lion a year to almost 
NZ$200 million. 
And if the popular re- 
sponse in Christchurch was 


Zhao; Christchurch cathedral: seeds of friendship. 





indifference or bewilderment, New 
Zealanders concerned about their coun- 
try's search for markets for its farming 
skills and products seized an opportu- 
nity. Agricultural matters dominated 
Zhao's first day in New Zealand (apart 
from the fact that his aircraft was met on 
the tarmac by Agriculture Department 
inspectors wielding spray cans who 
doused his aircraft before passengers 
could alight, a standard procedure in 
New Zealand as a protection against im- 
ported rural diseases). 


he premier's first call was to Guthrey 

Breeding Services at Kaiapoi, amid 
green fields 10 miles from the city centre. 
There a company run by a former mayor 
of Christchurch, A. R. Guthrey, collects 
semen from prize bulls and sells it to far- 
mers who want to improve their herds. 
Zhao was given a sample, packed in a 
canister of liquid nitrogen, surely one of 
the strangest tributes ever offered to the 
Middle Kingdom. It brought a remark 
from one of the entourage: "The seeds of 
friendship." The seven bulls who contri- 
buted the gift did not comment. 

Then a champion Friesian cow, top 
producer of milk and butterfat, was 
paraded for inspection, keeping the ba- 
lance between the bovine sexes in the 
pursuit of honours, and showing off what 
New Zealand's selective animal breed- 
ing can achieve. 

At nearby Lincoln Agricul- 
tural College, Zhao saw ex- 
perimental sheep farming, with 
and without irrigation, in a 
bid to demonstrate skills in 
animal husbandry suitable for 
Chinese conditions. Lincoln 
College has already assisted the 
setting up of model farms in 
China. 

At an evening reception 
Mayor of Christchurch Sir 
Hamish Hay and his visitor both 
referred to the establishment of 
a new "friendship link" between 
Christchurch and the Chinese 
central-western province of 
Gansu. Local dignitaries and the 
visitors applauded. Outside the 
Christchurch Town Hall the in- 
different city went about its busi- 
ness of drinking beer, watching 
TV, and reading newspapers 
that gave more prominence to 
the lowest rate of inflation in 
New Zealand for 14 years (an- 
nounced that day) than to a 
puzzling visit from the premier 
of the world’s largest nation. 

— NAYLOR HILLARY 
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mm LETTERS umm 


Islam in Malaysia 


Since the Muslim Welfare Organisation of 
Malaysia (Perkim) was mentioned in Why 
Islam says *no' to secularism [The 5th Col- 
umn, REVIEW, Apr. 14] I feel obliged to 
point out that Husain Haqqani made a fac- 
tual error when he said that Muslims form 
the majority of the Malaysian population. 
And, based on this mistaken assumption, 
he showed prejudice when he lent support 
to the critics of Tunku Abdul Rahman's 
declared stand in the secular state-vs-Is- 
lamic state controversy. 

The truth is that Muslims number less 
than half the country's 14 million popula- 
tion. Yet, despite this numerical handi- 
cap, the tunku as architect of the country's 
independence succeeded in persuading 
the non-Muslim segment of the popula- 
tion to accept Islam as the official religion 
of independent Malaysia. This is without 
doubt one of his greatest achievements, 
and the merits of his idea have well stood 
the test of time. 

Imagine if he had instead given in to the 
demands for an Islamic state! At the very 


Malaysian mosque: not a majority. 





least, the non-Muslims would have re- 
fused their support for the freedom strug- 
gle, and the ruling British would have 
been presented with a valid excuse for de- 
laying independence. If that had happen- 
ed Malaysia would not be what it is today. 

With Islam as the official religion, 
Malaysia has shown what can be done to 
give substance to the policy. It has not re- 
legated Islam to a merely symbolic role of 
performing ritualistic or ceremonial func- 
tions. It has made great strides in the edu- 
cational and religious fields, as can be seen 
in the numbers of schools and mosques set 
up and maintained at public expense. 
Muslim administration has been stream- 
lined and strengthened, and dakwah (mis- 
sionary) movements encouraged and sup- 
ported. All this would not have been pos- 


'sible had Islam not been given the status it 


has in the country's constitution. 

In view of this, I feel it is not quite cor- 
rect to say that Malaysia is a secular state. 
One of the prerequisites of such a state is 
that there must be a complete separation 
of religion from state and, as a corollary to 
that, public funds must not be expended 
for any religious purpose. This is certainly 
not the case in Malaysia. Given the con- 
stitutional limitations, Malaysia can be ex- 
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a broker was deputy chairman of оу 
in 1977 and chairman їп 1978 and 1979. 
Furthermore, the new Council of Lloyd's 
has as its senior deputy chairman an insur- 
ance broker. And lan Posgate is not a 

broker, but anu writer. 

allegation that 
‘soas to hold» 
est. This is scan- 
Lauriatshould . 


non-Muslim. A lasting nation must not 
only confirm its belief in economic stabil- 
ity but must not forget the spiritual side of 
life. Technologically we have to learn 
from the developed countries, but we must 
not adopt their too-liberal social structure 
‚ because this will bring any nation nothing 
but destruction. 

Sandakan, Sabah 


Y | 
was being formulated in 1957. This can be 
seen in the measures being undertaken by 
the present administration “to instil Is- 
lamic values" in various public policies 
and practices of the government. 

The writer also chose to. belittle the 
tunku's achievemen 
not deny the signifi 
sal Award and the- 
nition of his service: 
He is the first. re 
Award, and Mala 
-creeds are proud of the fact - 
ией of millions. of Muslims in the 




































ZULOARNAIN FAIK 


It's A1 at Lloyd's 


I should have thought that the London in- 
surance market, and Lloyd's in particular, 
had enough problems without your inac- 
'eurate and biased article (FOCUS, 
REVIEW, Mar. 24]. 

George Lauriat should know that it is 
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dalously untrue, and 
specify the case which є 
ing insisting on payment of interest on ; 
élaims to try to reduce this practice. 
Finally, on the question of war risk i 
surance, underwriters have offered a va 
ety of coverages to their clients to meet i 
| dividual and varying needs. The govei 
ments of the owners Concerned y were u 



















and the turiku is no оноо. But to 
imply that he isa drunkard and a gambler, 
as the article does, is slanderous. In any 
“ease, the tunku does n ( 
for horse-racing, he 
the fact that he love 
often remarked: “I ha 
time for-my religio 
country, and I kee 
myself. So what T do with that. 
‘time is my business and that of my family.” 
ачу. before judging anyone. too. |. 
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Му. perhaps Hasan Hanson should RESEARCH APPOINTMENTS 
remember the words of the Prophet: “En- er oat 2 ; 
join others to pra ctise good deeds though | Applications are invited for appointment to posts of 
udonot practise all of them, and do for- SENIOR RESEARCH OFFICER 

bid evil actions even though you do not E RESEARCH OFFICER 

козанын | RESEARCH ASSOCIATE 

_ — Datuk AHMAD NORDIN : | ; : dore 

"am Secretary-General from candidates who have at least a good Master's degree in the field of 
Kuala Lumpur Perkim Development Economics or Politics or International Relations, with reference 
: to Southeast Asia. 

The efforts of Malaysian Prime Minister | Ml Salary will be in the range: S$1,700 — S$6,050 a month. The qualifications and 
Datuk Seri Mahathir Mohamad in handi- |. experience. of the successful candidates will determine their status and salary. 
ing political or religious issues in the coun- Leave, medical and superannuation benefits are available; also membership 
try are to be appreciated, considering the of the Central Provident Fund Scheme. 






ave pau CP e The successful candidates will be provided with an economy-class air-fare 
y энш ee по" by the most direct route for himself, wife and dependent children up to a 

thing to fear or lose if the Mahathir gov- maximum of four adult fares, from place of recruitment to Singapore. 

ernment is implementing Islamic policies | , : LM #4 

and programmes because Islam in its | | For further particulars please write to: 


purest essence and true meaning is not an- |. The Executive Secreta 


t : ry 
tagonistic to any race, creed or religion. Î : Institute of Southeast Asian Studies 
‘Islam in itself is a stabilising factor. Any Heng Mui Keng Terrace Singapore 0511 
government that is based on religious be- Republic of Singapore - 


lief is a strong, stable and lasting society. 
What the non-Muslims must do. is: sin- 
cerely study and understand Islam in its 
entirety. 

The current programmes of the Maha- 
‘thir government — establishing Islamic in- 
stitutions such.as a bank and a university, 
dts efforts to’ teach Islamic history and 
civilisation, and the banning of Malaysian 
Muslims from working in gambling 
‘centres, alcoholic establishments or any 
employment where the source of income 
is forbidden in Islam — are not a suppres- 
sion of rights. They are an act of worship 
aimed at preserving the moral value and 
prestige of the Malaysian society. The 
cracking down on acts of immorality such 
às prostitution апа adultery must be ap- 
eciated and given support both by Mus- 
› and non-Muslims because this is a re- 
ligation not only in Islam but i in 





My clients are a large and well-known European Trading Organisation with substantial interests in Hongkong. 
On their behalf, 1 am looking for a 
DIVISION MANAGER 
for their growing and remarkably successful business in food and non-food packaged consumer goods. Severalof Î 
the products distributed by my clients are market leaders and have not only consistently achieved excellentgrowth ~ 
rates but offer wide scope for further development. The Divison. Manager reports to the local Chief Executive 
Officer. His task will be to maintain and strengthen the current profitable operations as well as to seek out new op- 
portunities. The Division Manager will have reporting to him a large, highly motivated and well trained team of mar- 
keting and distribution specialists. f | 
The successful candidate will probably have extensive marketing or brand management experience in a multi- 
national branded consumer products organisation. ideally, he will have worked for several years in a major South 
East Asian market ina managerial position. He will be 32-45 years old and have a proven record of success. 
My clients offer a generous compensation package ard the usual expatriate benefits. Lo 
Applications in English with complete details accompanied by a recent photograph and a hand-written letterarein- |. 
меа (о the address shown below. Full confidentiality i is assured. 7 
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ASIAN DEVELOPMENT BANK | 


The Asian Development Bank will construct a new Headquarters building i in 


| "Manila, Philippines, to provide office accommodation and special facilities to cater to 


‘its long-term requirements. Consultants are being engaged to carry out the detailed 

work of project management, architecture, engineering and cost control, anda Sp - 
cial Projects Office has been established in the Bank to arrange design and i im- 
T plementation. 


The Bank invites applications from suitably-qualified and baee pro- Us 


fessionals for positions on the staff of the Special Projects Office on a 3-5 years | 


. ... fixed-term appointment basis. Staff will assist the Bank's Project. Managerinarrang- - | 


ing and monitoring implementation, and will be involved in preparation of briefs; es- 


. tablishment of design criteria and standards; direction of consultants; evaluation of 


. „proposals, documents and bids; interior fitting-out work; monitoring of procurement 
= and construction; and commissioning and occupancy of the building, The following 
` staff are required: - | 


PROJECT ARCHITECT | l : 
ii Responsible for matters related to агеһйёсше and land-scape vx 
: architecture, site planning and design, building design апа documenta- - 
tion; external and internal materials and finishes, ‘Space Banning and. i 


.. design, interior design, itting-out, furniture and furni 


“PROJECT ENGINEER (Mechanical and Electrical а ue 
Responsible for matters related to mechanical and electrical en- 

gineering including air-conditioning, ventilation, communications, fire. . 
protection, electrical and energy systems, computer installations, and 
; building ¢ automation control systems. 5 | ٤ 


-< PROJECT ENGINEER (Civil and Structural) | 
<< Responsible for matters related to civil and strut al Regine = 


ing, including foundation and substructure, seismi design, building . a 


“structure, site works, stormwater and sewage челове, road works 

ANCUS and hydraulic services. — 
E All positions require a degree or diploma in related fields with specialist qual- 
| ifications and a minimum of ten (10) years of post-graduate practical experience in _ 


J architecture or engineering work on large building projects. Preference will be given _ 


to applicants with experience in design afid construction of office buildings. Fluency - 


... in written and spoken English is essential. Attractive salaries (normally free of d A 


and соргы ун fringe benefits are offered to successful candidates. 


- Applications written in English (quoting REF. NO. HK32), with deta led c cur- oe 
| Чешит vitae, must be received by the Bank not later than 10 June 1 ish 
i be addressed to: 
. HEAD, EMPLOYMENT & STAFF RELATIONS - 
| PERSONNEL DIVISION - 
` ASIAN DEVELOPMENT BANK 
Р. о. ВОХ 789, MANILA, PHILIPPINES. 















g piece of nonsense- — and | ейи ipaigns. ] у. 

most Malaysians, especially іп the: news | other Chinese daily and arch rival of 
business, know it. He says: “The [ Singa- | Nanyang Siang Pau, Sin Chew Jit Poh, 
pore] government does not preve nt the | seems to have displeased the authorities. 
circulation of any magazine or newspaper | It was forced to merge with its competitor 
which declare themselves to be foreign | (resulting in теп | 
{controlled . . ." But the fact is that no | cally again, 
| Malaysian newspaper, however res pecta- merger wis 
‘ble, can be circulated in Singapore. His 
statement therefore is pure рар. { But it 
must be admitted that Singaporean news- 
papers are equally forbidden:from . being 
circulated in Malaysia.) | 
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is that the former chief of the Inter 
| Security Department was made chai 
Certain points raised by the Huo Bide's | of the paper. ; r 
letter need clarification: Singapore ; 
» The Singapore Herald and Easteirn Sun 
were closed because they both publ ished, 
lefendant had | liberally, letters criticising certain'a spects 
of military conscription. It may bie true 
that they had some foreign sharehc ders: 
‘| Hongkong residents and Malaysian: s. But Э 
then is not a large part of the Sing apore ae 50. огде 
leadership made up of ex-Malaysia ns (or | progressive. 
persons born in Malaysia)? It is nothing but plain ро! 
» The Chinese- -language daily, Na;1yang | which most countries. 
| Siang Pau, did not incite racial ten sions. preach. Singapore may be a tiny dot 
] | What it did, at a time of dwindling «znrol- | the world map but the role played. 
e -ment to the Chinese schools, was’ to re- | Prime Minister Lee Kuan Yew andhis col- 
| mind its readers: of the. importan ce of | leaguesin shaping such a proud nation will 
Chinese education. as a link to their | be recorded with gratitude by its multi- 
| (Chinese) heritage. For this, the p:iper's | racial citizens. 
editor-in-chief w was e petanen under the Ins Kuala Lumpar SAM RATHNAVEL 
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SELECTIVE PARCELS OF LANI 
ON AUSTRALIA'S; GOLD COL S | 

Here isa special opportunity to purchase prime Gold Coast real estate. with 

excellent development and investment pote mtial. Now is the perfect time to 


investi inthe future prosperity of Queens] and's most exciting and rapidly 
developing region—the sunny Gold оош 
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Fe „further information and detailed descriptions of the properties send this coupon 
or ontact the oo agents. 


| please send п me a brochui’e and further information о on 
“4 Selective Parcels of La nd on Australia's Gold Coast’’. 


let ‘Floor, 23 Orchid venue, | ; 
. Surfers Paradise, Qld. Aust. 42174 ADDRESS: 
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Australia supplies 
the decorative, 
functional, es:sential 
needs of horines, 


Lounge, dining and bedroom furri iture. Fabrics. 
Carpet. Wool blankets. Light fittin (js. Bathroom 
and kitchen fittings. Wallpaper. D«>or furniture. 
Window tints. Refrigerators. Соок ers. Water 
heaters. Air coolers. Stainless ste«! sinks and 
troughs. Housewares. 


In fact Australia can supply most t: hings for 
modern home living. Products thai t are competitive 
with the best. Made to sell with sty! le. With 
craftsmanship. Using superior ma: terials. And with 
a long-lasting reliability that bringt: repeat sales. 
Contact the Australian Trade Corr! missioner for 
details of Australian suppliers. 





For details of suppliers phone or telex the 
Australian Trade Commissioner: 

Kuala Lumpur, 423122, telex MA 30260. 
Hong Kong, (5) 227171-8, telex 73685. 
Singapore, 737 9311, telex RS 21238. 
Osaka, (06) 2717071, telex 5225334. 
Tokyo, 5827231-9, telex 2422885. 

New Delhi, 69 0336, telex 81312356. 
Manila, 87 4961, telex PN 63542. 

Seoul, 720 6490-5, telex K 23663. 
Beijing, 52 2331, telex 22263. 

Jakarta, 330824, telex 46214. 

Bangkok, 286 0411, telex 82621. 


гаў Ask the Australian 
Cj Trade Commissioner. 
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Ershad starts talks 
with politicians 

Bangladesh's chief martial-law 
administrator, Lieut-Gen. H. 
M. Ershad, opened his long- 
awaited dialogue with the 
country's political leaders on 


April 28, when he held formal 
‘talks with Ataur Rahman 


: . Khan, the respected leader of 


the small Jatiya League party. 
_ The aim of the dialogue, pro- 
` posed after riots in Dhaka in 
February, is to help bring the 
country back to normal and 
discuss constitutional issues 
such as the army's role in any 
future civilian government. 
Khan came away from the talks 


convinced of Ershad's “sincer- 


ity in restoring democracy." 
But Ershad and the army are 


demanding that the military 
` should continue to take part in 


government. This is rejected 
by most of the country's politi- 
cal parties. However, they are 
so torn by differences among 


themselves that they are un- 


likely to be able to form a unit- 


ed stand against the Ershad. 


formula. —5. KAMALUDDIN 


Australia spells out 

offer on Cambodia 

An offer from Australia's 
Labor government to facilitate 
moves towards a peaceful set- 
tlement of the Cambodia con- 
flict has received a mixed reac- 


` tion from Asean countries. The 


offer, which would involve an 
extensive round of talks be- 
tween Australia and parties 
with an interest in the Cam- 
bodia problem, was made by 
Foreign Minister Bill Hayden 
during visits to the Philippines, 
Thailand, Singapore апа 
Malaysia from April 24-28. 
Hayden said he was not dis- 
couraged by the responses. 
Thai Government officials re- 
portedly said the six-point Au- 
stralian initiative could be use- 
ful. But reservations were ex- 


pressed in Kuala Lumpur, 
where government leaders are 
worried the Australian move 
would be exploited by Vietnam 
for propaganda purposes. 

— MICHAEL RICHARDSON 


Indonesia tightens rules 
for civil servants 


Regulations governing the pri- 
vate lives of 2 million civil ser- 
vants have been tightened up 
by the Indonesian Govern- 
ment. A decree issued on April 
21 said they have to seek the 
consent of their superiors in 
order to obtain a divorce or 
take a second wife. The rule 
also applies to employees of 
government-owned companies. 
People such as ministers, am- 
bassadors, provincial gover- 
nors, the attorney-general and 
the governor of the central 
bank must obtain presidential 
approval. 

The new ruling is based on 
the 1974 Marriage Law, which 
requires that a man obtain the 
approval of his first wife before 
he marries for a second time. 

— MANGGI HABIR 

Mongolia rejects 
Chinese demands 
A strongly worded attack on 
China's efforts at the Sino- 
Soviet talks to obtain the with- 
drawal of Soviet military units 
from Mongolia “as a precondi- 
tion for normalisation of PRC- 
USSR relations" has been 
made by the Mongolian party 
and government newspaper, 
Unen. These units are 
stationed in Mongolia tem- 
аш, at the request of the 

ongolian Government, the 
newspaper said, and the 
Chinese demand was “an act of 
blatant interference in our 
country’s internal affairs.” 

Despite the tough language, 
the Unen article may be a sig- 
nal to Moscow as much as to 
Peking. Ulan Bator is con- 
cerned that Mongolia should 
not be the loser in any Sino- 
Soviet deal. — ALAN SANDERS 


Thai Foreign Minister Siddhi Savetsila with Hayden: a useful initiative. ™ 









BUSINESS 


Thai International goes 
back to the A300 
Reversing a controversial Sep- 
tember 1982 decision, Thai In- 
ternational on April 30 signed a 
US$89 million agreement to 
buy two twin-engined Airbus 
A300-600 for delivery in Sep- 
tember 1985. The move effec- 
tively ended an international 
controversy which dragged on 
for several months as Airbus 
Industrie «(a consortium of 
West European manufactur- 
ers) and Boeing of the United 
States competed intensely to 
sell their aircraft to Thai Inter- 
national. 

The airline decided last Sep- 
tember to cancel its plan to buy 
the A300-600, chiefly on the 
grounds that the manufacturer 
could .not deliver the aircraft 
with the stipulated engines in 
1984 as ordered. The official 
reason for the change of heart 
is that Thai would have to alter 
its cargo system at great ex- 
pense if it were to use the new- 
generation, — extended-range 
Boeing 767 (REVIEW, Jan. 6). 
But many observers believe in- 
tense lobbying by Airbus, in- 
cluding a US$10 million dis- 
count per aircraft and rep- 
resentations by embassies of 
the European governments 
concerned, influenced the new 
move. 

— PAISAL SRICHARATCHANYA 


New Zealand Prime Minister 
Robert Muldoon blamed 
*knockers" for the downgrad- 
ing of the country's credit rat- 
ing from AAA to AA+ by the 
New York-based Standard and 
Poors Corp. Muldoon said he 
was "angry and disappointed" 
at the downgrading, which 
could slightly affect interest 
rates on loans to New Zealand. 
The downgrading follows a 
period of high external-ac- 
count deficits which have 
forced borrowing up. At 
November 30, 1982, total offi- 
cial overseas debt was NZ$8.15 
billion (US$5.4 billion), or 
26.7% of gross domestic pro- 
duct. 

Standard and Poors asses- 
sors visited New Zealand in 
March and talked to both offi- 
cial and independent economic 
and business experts. Muldoon 
said improvements in the econ- 





omy since then were not taken 
into account. These included a 
cut in the inflation rate to 0.8% 
in the first quarter and higher 
prices for primary-products ex- 
ports which promised to cut 
some NZ$500 million off the 
projected external deficit for 
the year to June 30 

— COLIN JAMES 
Panin's insurance 
arm goes public 
PT Asuransi Jiwa Panin Putra, 
part of the Panin financial 
group, became the first insur- 
ance company and the 16th en- 
tity to be listed on the Jakarta 
Stock Exchange. Indonesia's 
largest private national life- 
assurance company is offering 
1.02 million new shares to the 
public at Rps 2,950 (US$3) a 
share. This amounts to 5196 of 
the common share capital. The 
rest will be held by PT Panin 
Investment Enterprise. In 1982 
the company's gross premium 
income reached Rps 4.3 billion 
while earnings per share were 


Rps 467 — MANGGI HABIR 
Trafalgar's parent is 
sued for HK$22.5 million 


Central Enterprises, the un- 
listed parent of troubled Hong- 
kong property company 
Trafalgar Housing, is being 
sued by three creditors for 
HK$22.5 million (US$3.2 mil- 
lion). On April 27, Westpac Fi- 
nance Asia and the Bank of 
Scotland issued a joint writ 
against Central for HK$15.3 
million. Lloyds Bank Interna- 
tional followed on April 29 
with a writ claiming HK$7.2 
million. 

Trafalgar’s financial prob- 
lems have been public know- 
ledge since the company re- 
scinded its dividend and prefer- 
ence payments just after they 
were announced in early April, 
a move which caused its stock 
to be suspended from trading 
for two days. Since then a 
document prepared by mer- 
chant-bank adviser Samuel 
Montagu showed that Trafal- 
gar and Central owe creditors 
almost HK$1.4 billion. Samuel 
Montagu has asked creditors of 
both companies to agree to a 
moratorium on both interest 
and principal payments until 
June 30. Trafalgar's survival 
hangs on the success of a mas- 
sive property development — 
to house 33,600 people — on 
Taipa island, Macau. 

— CHRISTOPHER WOOD 
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SLOW AHEAD 

Recent reports from Burma’s jungle 
battlefront indicate that for the first 
time since 1975 the Burma 
Communist Party (BCP) has crossed 
the Irrawaddy Plain and re-entered 
its former stronghold in the Pegu 
Yoma mountain range in central 
Burma. Reliable sources say the 
BCP does not have a substantial 
armed presence in the Pegu Yoma 
as yet, but they point out that BCP 
guerilla units have been providing 
protection for organisers 
penetrating the range. Another 
rebel group, the Karen National 
Liberation Army, also tried to break 
out towards the Pegu Yoma but 
suffered heavy losses at the hands 
of regular Burmese army units. It 
seems the BCP is following a 
strategy of “organisers first, troops 
later. | 


BERNAMA MAN BARRED 
Thailand’s puzzling policy of 
generally barring foreign 
correspondents from the Thai- 
Cambodian border took an even 
stranger turn when the 
representative of Malaysia's official 
Bernama newsagency was left off a 


list of newsmen permitted to cover 
Prince Norodom Sihanouk's latest 
visit to a Cambodian resistance 
enclave. What made the omission 
surprising was that Malaysian 


Ambassador to Thailand Datuk 
Shahuddin Mohamed Taib was 


CAMBODIA 

Ambassadors from China, North Korea, 
Malaysia, Bangladesh and Mauritania pre- 
sented their credentials to the president of the 
Democratic Kampuchea coalition, Prince 
Norodom Sihanouk, in a border enclave 
(Apr. 30). The Vietnam News Agency an- 
nounced that Vietnam had begun pulling 
some troops out of Cambodia (May 2). 


CHINA 

The Chinese Communist Party formally re- 
established relations with the Communist 
Party of India-Marxist, the official Xinhua 
newsagency said. Seychelles President France 
Albert René arrived on an official visit (Apr. 
27). A woman, Gu Xiulian, was appointed 
governor of Jiangsu province. Authorities 
jailed four Jesuit priests on charges which in- 
cluded collusion with foreign countries and 
subversion, Catholic sources in Shanghai said 
(May 2). French President Frangois Mitter- 

_ rand arrived on an official visit (May 3). 


HONGKONG 
Xu Jiatun was picked as head of the local 


among the five envoys who 
presented credentials to Sihanouk in 
the border enclave. ; 


HOUSE HUNTING 


Relatives in 
Manila of former 
senator Benigno 
Aquino Jr., now 
in exile in the 
United States, are 
looking for a 
house in 
anticipation of 
Aquino's possible 
return by September this year. 
Sources said that Aquino is prepared 
to face either arrest or detention, but 
a political arrangement may be in 
the offing under which he would be 
put under house arrest. Hence the 
need for a house. Aquino sold his 
house in suburban Quezon City 
when he left the Philippines in May 
1980 for a heart bypass operation. 


AN EYE ON JAPAN 


The administration of United States 
President Ronald Reagan will soon 
announce the appointment of a new 
“wise men's group” to study and 
advise on United States-Japan 
relations. The group's brief will 
include security issues together with 
trade and capital flow problems. The 
move reflects the emphasis given to 
Japan in Secretary of State George 
Shultz' Asia policy. It also indicates 
the administration's awareness of 


branch of the Xinhua newsagency, China's 
unofficial representive office in Hongkong 
(Apr. 27). 


INDIA 

A curfew was imposed in Patiala, Punjab, 
after clashes between Hindus and Sikhs (May 
2). Н 


INDONESIA 

Two MPs were under investigation for cor- 
ruption, Attorney-General Ismail Saleh said 
(Apr. 27). Japanese Prime Minister Yasuhiro 
Nakasone arrived on an official visit (Apr. 


JAPAN 

A former Tokyo-based KGB agent said in 
an interview that,two Foreign Ministry em- 
ployees had collaborated with him, it was re- 
ported (Apr. 27). 


MALAYSIA 

Australian Foreign Minister Bill Hayden 
arrived for talks with Prime Minister Datuk 
Seri Mahathir Mohamad (Apr. 28). 


litical hazards ahead: Democratic 

arty candidates are taking the field 
for the 1984 presidential faction 
with heavily trade-protectionist 
postures directed against Japan and 
appealing to unemployed voters. 


STRICKEN IN TIBET 

Tibet is suffering an epidemic of 
livestock diseases caused by bad 
weather, confusion over official 

farm policy, and a shortage of 1A 
veterinary drugs. Many Tibetansare | 

almost entirely dependent on their | 


livestock for a living, and the local | - 


authorities have issued urgent 
appeals for measures to cope with 
problems caused by drought last 
year, ewes snow in the winter and 
spring, and negligence. 


BYE BYE, REDEYE 

Several United States military 
experts have been privately critical | 
of the Thai army's choice of the US- | - 
made Redeye missile for battlefield |. 
air defence. Deliveries of the | 
shoulder-fired weapon were made 
recently as part of a speed-up of 
supplies already in the US logistics 
pipeline to Thailand. The criticism 
is based on the heat-seeking missile’s 
tendency to lock on to the sun, and 
the specialists argue that in a tropical 
climate this could cause serious 
operational difficulties. Vietnamese 
aircraft have yet to be involved in 
fighting along the Thai-Cambodian 
border. 


PHILIPPINES 

President Ferdinand Marcos ordered the 
release of veteran reporter Antonio Nieva 
who was under house arrest, a presidential 
spokesman said (Apr. 30). Three Roman 
Catholic priests, Brian Gore, Niall O'Brien 
and Vicente Dangan, were charged with the 
murder of a central Philippines mayor, a mili- 
tary official said (May 3). 


SINGAPORE 


Australian Foreign Minister Bill Hayden | E 


arrived on an official visit (Apr. 27). 


SRI LANKA 

Three prominent members of the ruling 
United National Party were shot dead by 
^ pu guerillas in Jaffna, police said (Apr. 


THAILAND 

King Bhumibol Adulyadej appointed Prem 
Tinsulanond to a four-year term as prime 
minister (Apr. 30). Japanese Prime Minister 
Yasuhiro Nakasone arrived on an official visit 
(May 2). 








Зу Susumu Awanohara 
Bangkok: 
swers, ‘lavish with praise and admiration 







nese Prime Minister 

ikasone seems to be obtaining. maxi- 

| mileage out of the relatively little he 

is in substance to offer during his current 

ar of Asean countries. 

ped by Tokyo’s unprecedented pub- 
ions effort, Nakasone is likely to 














ke a lasting and favourable impression: 


kasone is groping for diplomatic initia- 
s to take in response to the rising ex- 
ctation that Japan should play a more 
sitive political role in the region: The 
growth in Japanese economic cooperation 
has been modest this year compared with 
'revious years, but any cooperation is ap- 
reciated by Asean countries in these 
imes of recessionary difficulty. 
Nakasone is explaining Japan's defence 
juildup at each stop. He stresses that he is 
arrying on the same policies adopted by 
ast Japanese prime ministers and that the 
urrent buildup is for defence purposes 
nly — а move still consistent with Japan's 
onstitution- and the country | 
ar principle: Каз 
-sing that Asean waters w 
















clearest and most positive comment from 
uharto on the issue, though later he ex- 
ssed concern over unnamed countries 
anding their military’ capability 
eyond purely defensive needs. 
The Thai response was more surprising 
the Japanese, Prime Minister Prem Tin- 
lanond said he welcomed the Japanese 
uildup within the context of Japan's con- 

itution, and maintained tha 

tribute to thé peace arid st; 

region and was thus an ap 
However, concern ove 
expressed at a small anc 
demonstration outs 
bassador’s residenc 
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Ready with quick, cogent : 


others, at times humble and at'other 
times self-confident to the extreme, Ja-: 
Yasuhiro 































‚ Vietnamese troops occupying Cambodia, 
talking to another group of students from | ы еы i 


two of Thailand's leading universities: 
The Japanese leader also underlined 
Japan’s continued support. for Asean on 
the Cambodia: issue as well-as its: deter- 
mination not to resume aid to Vietnam 
until that country withdraws all its.troops 
from Cambodia and ensures self-determi- 
nation for. ће Cambodian people. In 
Thailand, Nakasone and his party expres- 
sed particular interest in Thailand’s plight 
as a front-line. state, Japanese Foreign 
Minister Shintaro Abe pointed out that 
though Laos — like Cambodia — dé- 
pended on Vietnam and the Soviet Union, 
the two states were dissimilar in other re- 
spects. Abe told his Thai counterpart, Sid 
dhi sila, that Japan wished. to. 
‘crease aid to Laos if that would help re- 
solve the Cambodia issue. Siddhi told the 
Japanese that Thailand and Laos were like 


























brothers. and that China, too, was in 


favour of the two countries establishing 
closer tiés: : ты 


react: some felt Hanoi would see the Ja- 
panese suggestion:as an attempt to divide 
the three Indochinese states, while others 
expected Hanoi to. welcome the sugges- 
tion, provided that it felt confident it could 
continue to control. Vientiane. Another 





Borderline diplomacy 


The Democratic Kampuchea coalition gets a b 


| By Rodney Tasker | 


Bangkok: It was a bizarre scene; six men, 
four in suits. and ties and two in national 
dress; surrounded by armed guards to pro- 


tect them from hostile forces only 40 kms 


away, sipped champagne and toasted each 
other in a jungle clearing. 

Five of the men were ambassadors, rep- 
resenting China, Malaysia, North Korea, 
Bangladesh: and Mauritania. The sixth 
was the president of the Democratic 
Kampuchea coalition, Prince Norodom 
Sihanouk. He was in the village of Phum 
Thmey, on the Cambodian side of the 
Thai-Cambodian border, on April 30 to 


receive the five envoys’ credentials. The | 


exercise was staged for its publicity value 
rather than to fulfil diplomatic protocol — 
clearly the sweating ambassadors had no 
intention of making regular trips. to such 
an unlikely "capital," under the noses of 








view was that 
Hanoi to soft 
conditions set by J 4 
construction aid to Hanoi: The offer: 
understood by Tokyo and Hanoi to be still 
in effect — on su ае i 

























i 
ted Tokyo's de- 
ste ond freezing aid to 
Vietnam and t x the long-standing 
stalemate on и A 
Some saw a message from Nakasone to 
Suharto — that the Chinese were eager to 
normalise relations with Jakarta — as 
another reflection of Tokyo's intention to 
play some regional political role. Tokyo 
officials deny this, however, saying that in 





| | view of Suharto’s recent statements on the 
Opinion varied on how Hanoi would | 


issue it is clear that Jakarta is not in- 
terested and that the Japanese have no de- 
sire to influence Jakarta’s opinion. They 
add that former. prime minister Zénko 
Suzuki played with theidea of serving as a 
bridge “between China and. Indonesia 
when he visited the Asean countries in 





EEN 








boostas 


ambassadors present their credentials in a jungle ‘capital’ | 





ut е shaky Democratic Kam- 
puchea coalition, such diplomatic recogni- 
tion may be more important than the mili- 
tary campaign its resistance forces are 
waging .with the futile goal of driving the 
Vietnamese from their land. © — 

The Vietnamese, whose. forces have 
been pummelling guerilla concentrations 
of all three factions along the border over 
the past month, also appeared to realise 
the importance of the diplomatic and pub- 
licity factors in the coalition's struggle for 
survival. It was.no coincidence that shortly 
before Sihanouk's arrival, Hanoi invited 
on short notice dozens of the Bangkok- 
Vietnam and 





























ШШ FOREIGN RELATIONS 





м. 
Nakasone toasts Suharto; talks with Prem: a welcome response. 


1981, but decided that the gap between 
the two was too great. Indonesia’s request 
for quasi-military economic aid was appa- 
rently gently turned down by the Japan- 
ese. 

In the economic area, Nakasone an- 
nounced Tokyo’s intention of raising the 
aggregate import ceiling under the 
Generalised Scheme of Preferences by 
50%, which he said should help Asean 
sales of textiles and sundry goods to 





one-day trip to the border to cover 
Sihanouk’s champagne jungle reception. 

Asean countries are anxious to keep the 
coalition in the international spotlight; a 
serious concern is to halt any tendency for 
the coalition to crack up. When Son Sann, 
leader of one of the two non-communist 
factions and the coalition’s prime minis- 
ter, visited Kuala Lumpur and Singapore 
in April, he was told of this Asean concern 
and urged to speed up cooperation among 
the three bickering partners. 

Sann was also urged to set up Demo- 
cratic Kampuchea information offices in 
several European countries to boost the 
coalition’s international standing. The 
proposed missions, though ostensibly also 
representing the third faction, the Khmer 
Rouge, will in fact be staffed only by offi- 
cials from the two non-communist fac- 
tions. 


» Patrice de Beer writes from Paris: 
When Sihanouk visited France last 
month, the elaborate manner in which he 
was received was probably as important as 
what he discussed with President Francois 
Mitterrand. Although France has no in- 
tention of recognising the Democratic 
Kampuchea coalition, because of the pre- 
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Japan. He also tried to sell the iclea of re- 
novating and upgrading existing industrial 
projects. In Indonesia, Nakason::: pledged 
soft-yen credit of ¥67.5 billion (1US$284.2 
million) for the current fiscal year, up 
from ¥63.17 billion, rice-aid anid several 
grant-aid projects. The yen-creclit pledge 


for Thailand this year was ¥67.26 billion, | 


up from ¥55 billion, and Bangkc 1k also re- 
ceived some grant aid. 
Nakasone pledged Japan's be st efforts 


sence in it of the Khmer Rouge, the prince 
was given red-carpet treatment: ja motor- 
cade, a presidential guard with drawn 
swords, an audience with the president 
and an official dinner. In short, ‘only the 
flags and national anthems were rnissing. 
Mitterrand's goals were obvious: he 
wanted to placate the Chinese be fore his 
visit to Peking by showing that Fre nch dip- 
lomacy was not leaning totally towards 
Vietnam. He also wanted to i2nhance 
Sihanouk's international status: lie refer- 
red to the prince as this "friend of 
France," the very “symbol of Khtner pat- 
riotism” and a true representativ e of the 





The Chinese ambassador presents his credentials: in the spotlight. 








to maintain at around 15% Indonesia's 
share of shrinking Japanese oil imports 
and expressed interest in Jakarta's desire 
to devise long-term and comprehensive 
plans for the development of Indonesia's 
ocean resources with Japan's cooperation. 

Nakasone explained to the Thais — and 
they understood — that Japan's projected 
demand until 1990 for liquefied natural 
gas (LNG) was already being met by exist- 
ing long-term contracts with other expor- 








D 





aspirations of “the land of the orphans,” 
In their efforts to mediate between the op- 
posing parties in Cambodia, the French 
would like to make use of a “Sihanouk 
card," as Paris believes that the prince is 
indispensable to a negotiated settlement. 

For his part, the prince acknowledged 
that France must be allowed an opportu- 
nity to help Cambodia regain its indepen- 
dence and freedom. He added: “When my 
late daughter was sick with leukaemia, be- 
sides French doctors, I also called for 
Khmer witch-doctors. In the situation 
where we are, we must accept good offices 
from everyone.” 
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ase purchases of the Thai product to be 
ed in Japanese food-aid schemes. 


human-exchange programmes was: well 
received, as was evident at his meeting 
ith the Thai university students, He for- 
ally announced Tokyo's new plan to in- 
vite 150 people, mainly young people and 
teachers, to Japan from each Asean coun- 
every year. Another of his proposals, 
hold a meeting at ministerial level on 
changes of science and technology, has 
also met with positive responses. 
Nakasone also said he was deeply in- 
terested in the North-South issue and 
volunteered to take Asean’s views to the 
| Upcoming summit of the industrial pow- 
“ers in Williamsburg, Virginia. Suharto. 




















Nakasone's offer, and Prime Minister Lee 


United States, should help restore health 
to the world economy for everyone's 
benefit, including Japan's. 


THAILAND 


By John McBeth 


Bangkok: И 15 a classic commentary ón 


Still belongs to a man who did not even 
standas a candidate: Prime Minister Prem 
Tinsulanond. Now reappointed for a ѕес- 
ond four-year term, the 62-year-old re- 


searching first-and foremost for a leader 
with the right mantle of legitimacy and the 
qualities necessary to make him the focal 
point of the power equation. 
** "This in itself isa reflection of Thailand's 
feadership crisis, born largely out of the 
‘country’s history of absolutism, which has 
allowed little room for the development of 
political institutions or.genuine political 
Г sponsibility. It also helps explain. why 
onstitution provides for ап appointed 
remier and a cabinet split between ap- 
pointers and elected MPs... à 
There never. was апу real question that 
an elected civilian premier would be ac- 
; céptable, given the influence of the mili- 
tary and the fact that no party. ‘emerged 
from the election with а workable par- 
liamentary majority. But Prem gave a sim- 


ple and apt demonstration of that. fact 
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p would try to avoid exporting surplus 
panese rice to compete with Thai rice on- 
orld markets, and that Tokyo would in- | By Ric hard Nations 
` Washirigton: Using Egyptian President: 
| Hosni Aubarak as an intermediary, North 


"Nakasone's proposal for expanded. 


and Prem expressed. appreciation оѓ. 





Kuan Yew of Singapore, Nakasone's next - 
host, was expected to dwell at length on - 
w the industrial powers, particularly the - 





the state of Thai politics that despite the © 
April 18 general election; the whip-hand: 


tired general epitomises the Thai norm of. 


when he announced ón Ар 26 that. he 








Korea’:; leader; Kim Il Sung, recently sent 


aprivat e message to Washington advocat- 
ing dire cct talks aimed at normalising rela- 
tions: F kim periodically. makes such over- 


tures to Washington, hoping to isolate 


Seoul.. However, the timing of this latest 
proposial is significant because it coincides : 


with: discreet signals directed at Pyong- 
yang b y United States Secretary of State 
George: Shultz, who seeks to ease the 
polaris. ation of diplomacy over the Korean 
questio n. 

The US State Department denies that 
Kim's rmessage was passed on to it by the 
Egypti ans following Mubarak's trip 10 
Pyongyang in early April, though officials 
privately concede. that Washington has 
been ir formed of the outlines of the prop- 
osal, w hich they say contains nothing new. 


Japane se Foreign. Minister Shintaro Abe, 


disclos ed the substance of the proposal at 
a press conference on April7 after a meet- 
ing wit h Mubarak, who stopped in Tokyo 
after viisiting Pyongyang. 


Д 


Back in the saddle | 


: Prime Minister Prem's sudden resignat ion and subsequent 
reappointment kills Chart Thai's bid for: hbase, power ' 


was dr орин out ‘of political life. It took 
only.2.4. hours for. him, or-for someone 
else, t.3:change his mind, but that brief 
space «of time was enough to put a whole 
new complexion. оп negotiations among 
the forar major parties — Social Action 
(SAP). , Chart Thai, the Democrats and 
Pracha:korn Thai — over the shape of the 
future coalition government. 

Most analysts saw it as a ploy to under- 
mine tihe blatant aspirations of the indust- 
rially based Chart Thai and put a firm end 


‘to the. confusion of post-election events. 


Just how well it succeeded was seen in 
Prem’:s landslide nomination in the House 
of Representatives three days later and a 
subsec quent royal decree setting the.seal 
оп another term as prime minister. for 


Prem. 


Cheırt Thai pressed its claim to form a 
new administration on the strength of its 
standi ng. as the largest single bloc in the 


324-se at lower house. The party captured | I 
¿Only 7 3 seats in the election, but withsome |. hi 
¿adroit engineering over the week that fol- |- 


lowed it added a further 35 seats — bring- 





: rently hoped: would trigger c 
| withdrawal from South Koi 
the conditions for such talks - 


‘Korean affairs.. 


+ Thai’ $ increased’ stren, 2 


| barely been debated 


the үсү win 








North Korean ей to. sp 
to: Washington on normalisatior 
to the fall of Saigon, which 









should not be represente and th 
should remove its forces from the 
are unacceptable to Washingto ich. 
has turned a deaf ear to Pyongyang. Al 
though. details. of, Kim's: latest propo: 
have not been ‘revealed: source 1 
is no indication he has дгорр‹ 
these conditions. . 

- While Washington 
malisation. talks Py 



























going to phe) 
with long: experien 

































Nonetheless, ther gr 
sees a danger ini gnoring completely Nort 
Korean diplomatic initiatives. After tak- 
ing office шы 1 шу 1 












also picked up опе seat fom. the SAP. 


- Former premier Kuktit Pramoj's SAP top- 


ped the poll with 93 seats, but while some 
independents brought the final tally up to 
101, it was still seven seats short of Chart, 















sumed: the: role. aor 









ministration, had bee dt believe he | 
held the inside track, perhaps sensing that | 
: were. blowing against 


“The menin green а 
ganising а: government ; and we are willing 
to participate." $ 


hart Thai, in fact, was more than will... 
ing, despite the fact;that it had joined . 
SAP and the Democrats in voting do 
army-backed constitutional amendmei 
in mid-March which would have extended: 








| the legislative powérs of the appointed Se- . 


nate and allowed serving military officers. 

and civil servants to hold cabinet posts. 

Just to show how willing Chart Thai was to . 

join forces with the men in green, one of | 

its first acts after the election was to throw 

in with Siom ; Democracy’ s 
he reti 










ing the Siam Democracy and Prachathai | private 


partie s into its fold and securing half of the | ader way wit 


24 suc cessful. ind 





dent candidate 





ongy p and 
ashington without & between Pyong ЕЕЕ 
in Seoul. These include: 

New guidelines for US diplomats in cer- 
tain Asian and European capitals which 
liberalise rules governing social contacts 

ith North Korean officials. 

A relaxation of rules governing the issu- 
ing of visas to North Koreans who are in- 
vited to visit the US by private organisa- 
tions. 

The issuing in March of a re-entry visa 
to North Korea's ambassador to the Unit- 
ed Nations so that he could attend à UN 
conference in Vienna and which also ena- 
bled him to attend the non-aligned summit 
in New Delhi. Denial of a re-entry visa or 
a delay in its issuance can effectively block 
a UN diplomat from attending a meeting 
outside the US. 

A decision not to veto the UN's first 
development project for North Korea 
(REVIEW, Mar. 3). 

The State Department denies that new 
guidelines on social contacts with North 
Koreans have been issued to US dip- 
lomats, or that any changes have been 
made to visa regulations. But these moves 
have been privately confirmed by both US 
officials and cabinet-level South Koreans, 
who say they were consulted before the 
changes came into effect. 

The new social guidelines, issued at the 


Prem: a 24-hour change of mind. 99 nens 


into the new parliament. Both changes 
have the effect of giving back to the mili- 
tary the initiative it lost when provisional 
clauses in the charter automatically lapsed 
on April 21, three days after the elections. 

What went wrong may have had as 
much to do with Chart Thai's undisguised 
ambitions as with the slim majority — 
perhaps five seats — it seemed prepared 
to live with in a mooted marriage with 
former premier Kriangsak Chomanan's 
National Democracy Party and the 
Prachakorn Thai Party machine of 
amendment supporter Samak  Sun- 
daravej. This coalition formula was being 
discussed just prior to Prem's resignation. 
Pramarn had already come in for sharp 
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their North Korean coun- |. 


terparts, but only in a social context. Pre- 
viously, US envoys were required virtu- 
ally to snub North Koreans. The Ameri- 
cans can also accept invitations. from 
North Korean diplomats to some social 
functions under the new rules — a policy 
that parallels that applying to Vietnamese 
and Cuban diplomats. 

These changes were initiated for two 
reasons, US officials say privately. First, 
they were made to open more channels of 
communication with North Korea. How- 
ever, the second and the more immediate 
reason for easing restrictions on contacts 
with the North, the officials say, is to make 
it easier for China to cultivate its unofficial 
relations with the South, which both Seoul 
and Washington have welcomed. 

There are, however, serious obstacles 
to any real progress towards improved 
Washington-Pyongyang relations. The 
State Department backed off sharply after 
news of the new diplomatic guidelines was 
leaked to the press in Seoul in February, 
triggering speculation about a new "smile 
strategy" towards Pyongyang. Although 
South Korean officials say the press re- 
ports did not take them by surprise, 
Washington is keenly sensitive to the 
South's fears that unilateral actions will 
only be exploited by Pyongyang to Seoul's 
disadvantage. Uu 


criticism from the Thai-language press 
over the way he had assumed the role of 
power-broker, and when Prem did his 
about-face on April 27, the. Chart Thai 
leader quickly denied reports that he had 
laid claim to the premiership. 

Equally disturbing and potentially 
damaging to the party was à claim by an 
SAP parliamentarian that Chart Thai sec- 
retary-general Banharn Silapa-Archa had 
offered him — post-dated cheques. 
Banharn's position was that the MP had 
approached him first and that he had of- 
fered the money to defray election costs. 

Prem, in first refusing to have any part 
of a fragile Chart Thai coalition and then 
playing out his “no I won't, yes I will” 
routine to confirm his personal standing, 
made it clear that either he or the army 
had grown impatient with the post-elec- 
tion merry-go-round. The parties had had 
their chance, he seemed to be saying. If he 
was to head the new government, then it 
would now have to be on his terms. 

It was a re-enactment of Thailand's old, 
depressing political syndrome. Although 
the elections saw a certain consolidation 
of support for the the major parties, the 
dispersal of seats and inter-party rivalry 
combined to produce a spectacle that was 
revealing even by Thai political standards. 
The military could be excused for saying: 
“I told you so." From its viewpoint the 
whole episode only served to illustrate the 
very reason why it continues to harbour a 
distrust of civilian politicians. Indeed, it is 
more than possible that the election after- 
math has strengthened the resolve of 
senior army officersto revamp the rules of 
the game. 


POSER: 


Paris: Pridi Banomyong, a former: 

prime minister of Thailand and one of i 

his countrys most controversial 
iticians, died at the age of 82 on 


ay 2 at his home in the Paris suburb’ И 


of Antony. Working until late at 
night, he collapsed and died of a heart 

attack. 
Born in the former Thai capital of 
Ayutthaya on May 11, 1900, Pridi was 
French-edu- 


who staged a coup on June 24, 1932, 
that ended the kingdom's absolute 


monarchy. He was appointed finance 
of social f 


minister, but the brand 


agating communism. He was sent 
briefly into exile in Paris until refor- 
mists within the ruling People's Party 
staged a coup against their more con- 
servative counterparts. 

When Japanese troops occupied 
Thailand in December 1941, Pridi 
was the only member of the three- 
man Council of Regents not to sign a 
declaration of war against Britain and 
the United States. He achieved fame 
for his underground activities — 
under the code name of Ruth — with 
the Seri Thai (Free Thai), which 
worked with the British Force 136 and 
the American Office of Strategic Ser- 
vices, which was the forerunner of the’, 
CIA. 

In the immediate post-war years, 
he and his supporters were able to use 
their popularity to mount a'chállenge 

to the army's control of Thailand. 

Certainly, the between 1944 
and 1947 marked a high point in civi- 
lian power. Pridi became prime: 
minister on March 24, 1946, but 
barely 10 weeks later the death of 
King Ananda Mahidol brought a sud- 
den decline in his fortunes. Historians 
say Pridi badly misjudged the 
penes feelings towards the monar- 

у. 

He eventually resigned, and when 
the army seized power again in 
November 1947 he was forced to flee 
the country to escape arrest. He lived 
in China for the next 21 years and then 
moved to Paris where he remained 
until his death despite a statement by 
Prime Minister Prem Tinsulanond in 
May 1980 that he could return to 
Thailand whenever he wished. 

Pridi was considered by many 
Thais as their country’s elder states- 
man and many made a point of paying 
a courtesy call on him whenever they 
were visiting Paris. 

— A CORRESPONDENT 
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Top officials of the government's Anti-Corruption Agency have 
s in high p 


By K. Das 

Kuala Lumpur: Two of three anti-corrup- 
tion cases heard in Malaysian high courts 
last month resulted in convictions of a 
former Sabah state finance minister, 
Datuk Dzulkifli Hamid, and a probatio- 
nary judge, Wong Kim Fatt. But it wasthe 
third case, involving the top adminis- 
trators of Malaysia’s Anti-Corruption 


_ Agency (ACA), which caused the greatest 


sensation. Their application to strike off a 


- writ and a statement of one of their subor- 


dinates, ACA officer Zakaria Mohamed 
Esa, charging them with harassment and 
intimidation, was turned down by Justice 
Mohamed Yusuff Mohamed. The judge 
ordered that the whole matter go before 
the court for trial. 

While the convictions of Dzulkifli and 
Wong made head- , 
lines, their cases 
were not regarded 
as unusual compar- 
ed with the sensa- 
tional trial of Datuk 
Harun Idris, a form- 
er chief minister of 
Selangor state. Ha- 
run was jailed for 
corruption and cri- 
minal breach of trust 
in a case involving 
the Hongkong and 
Shanghai Banking 
Corp. and the co- 
Operative, Bank 
Rakyat (REVIEW, 
Маг. 10,78). Hisar- 
rest and trial began 
in November 1975. 
It was the first major 
case the ACA was given after winning 
some independence of action in 1973. The 
ACA was then named the National 
Bureau of Investigation (NBI). Harun 
received a full pardon from the king in Au- 
gust 1982. 

The Harun trial set the tone for future 
corruption proceedings, and the number 
of annual corruption complaints reached 
8,500 by 1979, resulting in 128 people 
being arrested and charged. Of these, 86 
were public servants. In 1980, 178 arrests 
were made, and again the majority were 
public servants. While the majority of the 
public servants charged and convicted 
were middle- and lower-income workers, 
a number of important politicians and 
senior public servants also were either 
charged and convicted, or quietly eased 
out of office. 

Those charged and convicted included 
executive councillors — in effect, state 
cabinet ministers — Datuk Mohamad 
Muslim Othman of Kedah state, and 
Datuk Teo Ah Kiang of Johor. 


Ml 
Dzulkifli with counsel: a 
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Despite the NBI's added clout after 
1973 and despite additional powers given 
it last year at the time it was renamed 
the ACA, considerable restraint is exer- 
cised when a suspect is an important pub- 
lic figure. Both former prime minister Tun 
Hussein Onn and former attorney-general 
Tan Sri Abdul Kadir Yusoff are on record 
as saying that it is very dangerous to take 
on the “big fish.” Not surprisingly, big fish 
tend to be landed only after they have lost 
political power or when their political 
clout is on the wane. 

Dzulkifli, also once a Malaysian deputy 
defence minister, was arrested and 
charged only after he left office and his 
own political , the United Sabah Na- 
tional Organisation, had been virtually 





м | /N f 
fading ‘big fish." 


wiped out in 1980. He was charged in 1981 
with having a personal interest in the pur- 
chase of a M$4.41 million (US$1.91 mil- 
lion) computer destined for the Sabah 
state government while he was the finance 
minister there. 


Wis Dzulkifli argued that the cabinet 
decided on the purchase of the com- 
puter, the prosecution produced evidence 
that the ex-minister had derived “pecuni- 
ary advantage" totalling M$23,502 before 
the deal was concluded. The trial, which 
lasted two years, ended on April 19. The 
minister was fined M$2,000, or two 
months imprisonment in default. Dzulkifli 
is appealing against the conviction, which 
also means he would be barred from hold- 
ing elective office for five years. 

Wong, the probationary judge, was 
tried on charges of criminal breach of trust 
in a case involving M$15,000 which was 
committed to him when he was a lawyer in 
private practice. While Wong was not the 
first lawyer to be charged with this of- 
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comfort you've never experienced before. 
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Still out in the cold 


Poor treatment of communist defectors by Thai provincial 
authorities makes them think about returning to the jungle 


By John McBeth 

Sakhon Nakhon, northeast Thailand: 
Former Communist Party of Thailand 
(CPT) guerilla leaders who have defected 
under the Thai Government's open-arms 
policy are living a jobless and semi- 
nomadic existence, deeply worried about 
their security and at the way they have 
been treated by local provincial officials. 
Many say they will have no hesitation 
about returning to the jungle if they sense 
any further deterioration in their position, 
hinting that next time they will turn to 
Laos or Vietnam for assistance. 

The Thai army has done its part both in 
formulating the amnesty policy and per- 
suading disaffected remnants of the CPT 
to take the final step back into society. It is 
government agencies, in thé northeast at 
least, which have failed to follow through 
in any meaningful sense. Indeed, one 
senior army officer is privately furious 
over the attitude of officials, particularly 
those in the interior and agriculture minis- 
tries, who have ignored the needs of the 
defectors. 

In interviews with the REVIEW, former 
CPT secretary-general Sit Nuanchuntuk, 
54, and two other members of the CPT's 
now-defunct Nong Khai provincial com- 
mittee (known as Zone 222) — Vithit 
Chandawong, 41, and Samai Sichonthoh, 
40 — talked openly about their apprehen- 
sions and said it would only take the disap- 
pearance or violent death of one returnee 
to spark a stampede back into the jungle. 
All harboured fears for their safety and 
complained about the unfriendly atmo- 
sphere at district level and the lack of in- 
terest in their welfare. 

Vithit, son of executed northeastern 
leader Krong Chandawong and an unsuc- 
cessful last-minute candidate in the April 
18 elections, was guarded throughout his 
campaign by а shaven-headed member of 
an elite Ranger unit who volunteered for 
the job. In an ironic commentary on the 
way things have turned full cycle in Thai- 
land, the Ranger is the same man who, be- 
fore his defection six years ago, had acted 
as Vithit's bodyguard in the jungle. 

Special Branch security is also said to 
have been provided for five other former 
defectors standing as parliamentary candi- 
dates around the country. Underlining the 
dangers, a police spokesman explained to 
a Bangkok newspaper: "If anything unto- 
ward happened to them, it would defi- 
nitely affect the government's open-arms 
policy towards communist defectors.” 

The three ex-CPT leaders claimed that 
most of the 100 or so defectors in the im- 
mediate area have been unable to find em- 
ployment and must rely on friends and re- 
latives to give them shelter. 

Military sources say the problem is not 
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unique to Sakhon Nakhon. Further to the 
south in Mukdaharn province, a snag has 
developed with the Agriculture Ministry 
over the promised resettlement of 250 in- 
surgents and more than 700 of their de- 
pendents who gave themselves up last De- 
cember in the biggest mass defection since 
the CPT began to fall apart. The sources 
contend the ministry is dragging its feet 
because the land the army wants for the 
project is part of a forest reserve. 

Army officers acknowledge that, apart 
from a reception centre outside the 
Sakhon Nakhon provincial capital which 


JOHN меен 


Vithit with bodyguard: apprehensive. 


offers rudimentary vocational training, 
there is no established mechanism to take 
care of the jungle returnees, many of them 
15- or 20-year veterans of the CPT who 
have come back to nothing. 

As far as the defectors are concerned, 
the government's policy — essentially an 
amnesty programme based on the use of 
political persuasion prior to military force 
— does not appear to extend past the time 
the army persuades them to become so- 
called “participants in national develop- 
ment." Beset by fragmented or overlap- 
ping responsibilities and financial inhibi- 
tions, the bureaucracy is either unwilling 
or unable to play its part. 


yo says he was faced with two choices 
in the jungle and during a period of 
clandestine social study in Bangkok in 
1981-82: to surrender and continue the 
struggle within the existing political sys- 
tem, or cross into Laos and join Pak Mai 
(New Party), a faction which split from the 
CPT in the late 1970s. Of his ultimate deci- 
sion, he said: ‘This way I can do something 


. It is better 
fighting in the jungle." - 

The turning point for Vithit and other 
progressive leaders in Zone 222 came four 
years ago. They say 1979 was the deadline 
the provincial committee set for the reali- 
sation of the CPT's goals; when that year 
passed, so did their hopes for the eventual 
success of a party strategy founded on the 
dream ofa rural uprising. “The CPT [lead- 


ers] were like the back legs of an 
elephant," Vithit said. "They always. 
walked behind, never in front. They have 
never been able to keep up with the chang- _ 


ing situation.” 


But it was not until last year’s fourth 


party congress, a fragmented affair in 
which regional meetings were held in the 


northeast, north and south of Thailand, _ 
and also in southern China, that the crisis — 


point was reached, Disaffected politburo 
member Udom Srisuwan and 25 represen- 
tatives from various northeastern zones 
put together proposals calling on the party 
to discard its dogged adherence to the 
Chinese revolutionary model and instead 
adopt a new line more in keeping with the 
realities of modern Thailand. 

Central to these proposals was the 
changing of the CPT’s definition of Thai 
society from “semi-feudal, semi-colo- 
nialist" (similar to pre-1949 China) to 


“semi-colonialist, semi-capitalist." There _ 


were also those who preferred taking the 
transformation even further, seeing Thai- 
land simply as a "rapidly advancing 
capitalist country." As Vithit put it: “Our 
group's idea was that we did not want to be 
pro-China or pro- Vietnam. We wanted to 
be Thai." 

Despite an increasing flow of defections 
and what many analysts feel was a con- 
Moin vet i for change, the CPT 
leadefship rejected the proposals. It was 
this single act which finally severed the 
sinews of the CPT in the northeast. Vithit 
was dismissed from his post for refusing to 
attend the meeting, though he says now 
his reason for defying the party was not 
the broader ideological conflict as such, 
but more specifically the CPT's condemn- 
ation of Pak Mai as a tool of the Viet- 
namese. 

Udom gave himself up to authorities 
in Bangkok last September and was fol- 
lowed in from the cold by hundreds of 
guerillas and their dependents over the 
months that followed. It was only in 
March, however, that Vithit surrendered. 
What remains to be seen now is whether 
authorities have learned from their past 
mistakes. Formulating a policy that CPT 
defectors have been able to identify with is 
all well and good, but their leaders make it 
clear much also depends on future politi- 
cal and social developments. 

There are strong indications that those 
who remain in the jungle are there not 
only to watch the outcome of events, but 
also to preserve a sanctuary in case the de- 
fectors find it necessary to return. “I want 
to trust in [the government policy],” said 
Thongkham Sunthorn, 39, former com- 
mander of guerilla forces in Zone 222. 
"But if the government cannot make it 
work, I am ready to go back again.” ш 
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The history of one family exemplifies the changes in 
Thai insurgent policies and personalities 


Sawang Dan Din, northeast Thailand: 


Shortly after noon on May 31, 1961, a 53- 
year-old schoolteacher was led out on to 
an air force landing strip on the north side 
of this now-bustling district town and sum- 
marily executed on.the orders of military 
strongman Sarit Thanarat. A six-man 
police firing squad pumped 90 rounds into 
the blindfolded figure of Krong Chan- 
dawong and another condemned north- 
eastern leader — shots that are widely 


held to have triggered a decision by the 


Communist Party of Thailand (CPT) later 
in the year to launch an armed struggle 
against the government. 

Krong's eldest son, Vithit, was among 
an estimated 200 members of his so-called 
Samaki Tham (United in Dharma) move- 
ment rounded up in police raids across the 
northeast on May 6 of that year and during 


_ subsequent weeks, on charges of foment- 


ing rebellion in the arid, poverty-stricken 
region. Hundreds of other supporters fled 
into the jungle or across the Mekong to 
Laos, where they swelled the growing 
ranks of the CPT. Many were sent for mili- 
tary and political training in China, re- 
turning before the official outbreak of 


hostilities in August 1965. 


Vithit was released in late 1967 after 
serving six years and five months in a 


- Bangkok jail, but his feelings of insecurity 


persisted and eventually in September 
1973 — a month before the student-led 
overthrow of Sarit’s successors, field 
marshals Thanom  Kittikachorn and 
Prapas Charusathien — he disappeared 
into forested terrain behind Sawang Dan 
Din to join CPT guerillas. 

He was the last member of his im- 
mediate family to do so. Younger brother 


-Thamrong fled into Laos in the wake of his 


father's execution and was followed two 
years later by sister Kruankhrong, a pretty 
girl in her senior year at a Sakhon Nakhon 
Ка high school. She was to become 

tter known in the jungle as Rassamee. 
Their mother, Daeng-orn, was arrested in 
January 1963 for suspected communist ac- 
tivities and spent 10 months іп jail. Shortly 
after her release, she was contacted by 
CPT agents and escorted across the 
Mekong to join her daughter. 

All eventually became card-carrying 
party members. The two brothers rose to 
provincial-level positions — Vithit on the 
Nong Khai (known as Zone 222) commit- 
tee and Thamrong on the Udon Thani 
(Zone 777) committee. Dramatic stories 
circulated about the rifle-toting jungle 
exploits of Rassamee and her mother, but 
there is now every reason to doubt these. 

Vithit, according to his own account, 
was at the centre of ideological conflicts 
which split the party in 1981-82, but it was 
not until March 27 this year that he surren- 
dered at the 2nd Army Region headquar- 
ters in Nakhon Ratchasima. The timing 


was important and underlines the unique 
nature of the army's open-arms amnesty 
policy: March 28 was the last day for the 
registration of candidates for the April 18 
election and Vithit wanted to be in 
Sawang Dan Din in time to stand as an in- 
dependent. 

The only former CPT party member 
among the 1,862 candidates who con- 
tested the election, he fell well short of 
winning one of the two seats in the consti- 
tuency after a threadbare campaign or- 
ganised almost solely by fellow communist 
defectors and built around the use of five 
borrowed loudspeaker trucks, drums of 
donated petrol and Baht 800 (US$40) for 
printing a batch of crude posters. 

Days before the poll, a district official 
told the REVIEW: "In former times it 
would have been different, but now things 


Guerillas in the jungle: hundreds fled 





have changed and I don't think he will get 
much support.” Vithit did, however, 
garner 7,061 votes — enough to place him 
eighth among the 24 candidates in the race 
and also to prove that the Chandawong 
name is still remembered in the dirt-poor 
villages that lie along the district’s red lat- 
erite roads. 


Duns extensive conversations with 
the REVIEW, the 41-year-old defector 
made clear he was still bitter about the fate 
of his father, who was executed on Vithit's 
birthday. Although the CPT made Krong 
a posthumous member in an effort to use 
his standing with local residents to attract 
new recruits, his son denies he was a com- 
munist or that Samaki Tham was anything 
more than a loose grassroots organisation 
to promote self-help and development 
among northeastern villages. *My father 
tried to get the people to develop the area 
by themselves," he recalled. "But the gov- 





Even his critics acknowledge that as 
Sawang Dan Din leader of the Seri Thai 
(Free Thai) underground working against 
the World War II Japanese occupation, 
Krong commanded wide respect — as 
shown by his election to the House of Re- 
presentatives in early 1957. But after hav- 
ing served 85 days in detention in 1947 and 
four years of a 13-year sentence imposed 
in 1952 for alleged subversive activities, 
his abortive efforts in parliament to 
abolish the Anti-Communist Act no doubt 
reinforced suspicions held by the au- 
thorities. He was arrested for the third 
time and jailed briefly by Sarit in 1958, 
several months after Thailand's fourth 
successful coup. It was at this point that he 
is said to have started his Samaki Tham 
movement. 

Krong had met future Vietnamese 
leader Ho Chi Minh in northern Thailand 
in 1928 — which Vithit claims was nothing 
more than a perfunctory meeting — but it 
is no secret he enjoyed a close association 
with Prince Souphanouvong, head of the 
leftist Pathet Lao faction in Laos. 

Indeed, former. Zone 
222 secretary-general Sit 
Nuanchuntuk, a one-time 
rice farmer and Krong as- 
sociate who spent 22 years 
with the CPT, says the 
Sawang Dan Din teacher 
modelled many of his 
ideas on  self-develop- 
ment on the harmonious 
lifestyle he found during a 
visit to Ban Tha Doh Kum, 
a village under Pathet Lao 
control in central Laos. 
"Krong wanted to help 
the people," he told the 
REVIEW. *He was a man 
of peace and kindness." 

The government obvi- 
ously saw him differently, 
as a dangerous subversive 
who is reported to have 
openly advocated a union 
between Thailand's 
northeastern provinces 
and Laos. His motto, according to one 
book on his activities, was: "Where there is 
a lump of sticky rice, that is the kingdom of 
Laos." Glutinous rice is the staple food of 
the Lao-speaking populace of northeast 
Thailand, as itis in Laos. 

After Krong's execution, the Pathet 
Lao sent Sit a map and an accompanying 
message which simply said: “If you want 
to find a safe place, follow the directions in 
this map." The route led across the 
Mekong, and the then 32-year-old farmer 
joined the general exodus, returning three 
years later to fight with the CPT. Official 
testimony claims Krong had at least 2,000 
adherents spread through — Sakhon 
Nakhon and neighbouring Udon Thani 
and Nong Khai provinces. Whether that 
figure is accurate is uncertain, but Vithit 
and Sit indicate perhaps hundreds of his 
followers took to the jungle because of 
fears of arrest. 

The circumstances surrounding Krong's 
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death also hada profound effect on Samat | 1 ‘IN 


Back to bickering - 


Now that the presidential election is over, Muslim sah 
leaders are squabbling among themselves once aga 


Sichonthoh, who was destined to become 

\ a third member of the seven-man Zone 
222 committee. Then only 18, his political 
interest was aroused by the execution and 
soon led him into trouble with authorities. 
Followed by government agents, he fi- 
nally fled in 1963.. 

The 40-year-old former guerilla leader 
claims that two years after he joined the 
CPT a squad of 15 policemen surrounded 
his family’s home at Ban Sangkham in the 
Bungkhan district of Nong Khai province 
and opened fire, killing his parents and 
three other relatives. His father had also 
belonged to Krong’s network of adhe- 
rents, largely because of their wartime ex- 
periences together with Seri Thai. A 
senior army officer told the REVIEW he 
vaguely recalled the incident, but as he 
candidly explained: "It was like Vietnam 
then. The only thing people were in- 
terested in was a body count.’ 


ithit has not seen his mother, sister or 

brother since 1961, though he says that 
during his time in the jungle they com- 
municated by letter once a year. Brother 
Thamrong, he says, underwent military 
training in China in 1962-63 and became a 
member of the CPT's Udon Thani provin- 
cial committee in the 1970s. He is still 
thought to be in the Phou Hin Rong Kla 
area, a former mountain stronghold 
straddling the Phitsanuloke-Petchabun- 
Loei provincial borders which is now 
largely under government control. 

Rassamee spent a year in Laos after her 
flight and then went to China for medical 
training. She was apparently reunited with 
her mother in Kunming, but left her there 
when she journeyed south to join guerilla 
forces. in Thailànd's northern Nan pro- 
vince in 1965-66. Daeng-orn, Krong's sec- 
ond wife, moved to a newly opened train- 
ing camp known as A-30 in the Lao border 
province of Phong Saly in October 1973 
and is understood to have stayed there 
until Pathet Lao and Vietnamese troops 
ordered the CPT out of the country in 
1979 following the open split between 
Hanoi and Peking. She is now back in 
China. 

Vithit laughs at almost universally ac- 
cepted tales of how mother and daughter 
led CPT insurgents into battle against gov- 
ernment forces. By his account, Rassamee 
has remained in the CPT's medical corps 
and his 60-year-old mother has never re- 
turned to Thailand. The only opportunity 
he had to meet his sister was in 1978, but 

"he says a big army operation prevented 
him from reaching an arranged rendezvous 
point near the Bungkhan district town on 
the Mekong. 

Military intelligence reports indicate 
Rassamee, now 37 or 38, was in Bangkok 
last month and that she has now returned 
overland to China to bring back her 
mother. Her defection would effectively 
lay to rest a CPT legend — as Vithit’s elec- 
tion campaign has put the Chandawong 
name back on the open political stage. It is 
the story of a family whose fortunes have 
encapsulated the turmoil of the past two 
decades. —JOHN McBETH 
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By Susumu Awanohara 

Jakarta: The truce imposed to ensure a 
peaceful presidential election is now over, 
and the perennial wrangles within the 
United Development Party (PPP), the 
Muslim opposition coalition, have re- 
sumed with renewed vigour. Leaders of 
three component parties have signed a no- 
confidence declaration against PPP gen- 
eral chairman John Naro, who is the 
leader of the coalition's fourth party, Mus- 
limin Indonesia (MI). Naro's supporters 
are trying to recall these leaders as MPs, 
and the pro-Naro faction of one compo- 
nent party has already staged a coup 
against its anti-Naro leadership. The out- 
come of this naked struggle for power may 
influence the manner in which the PPP 


Naro: a struggle for power. 





adapts to the new national policy designat- 
ing the state ideology, Pancasila, as the 
sole political principle for all social-politi- 
cal organisations. 

Resentment against Naro exploded 
four days after President Suharto's 
cabinet reshuffle last month in which the 
controversial PPP boss failed to obtain a 
ministerial seat. Imam Sofwan, M. A. 
Gani and M. Tengku Saleh — leaders of 
PPP component parties Nahdlatul Ulama 
(NU), Syarikat Islam (SI) and Perti, re- 
spectively — issued the anti-Naro declara- 
tion in the name of the coalition's central 
committee. The first two signatories are 
PPP chairmen, but typically none of the 
three component parties officially discuss- 
ed the no-confidence motion. Nor did the 
PPP central committee. MI did not par- 
ticipate in the dump-Naro action. 

The declaration accused Naro of “au- 
thoritarianism" and criticised him for his 
alleged disregard for coalition party rules. 






Naro, the declaration charged, has made 
decisions for the party in the name of thè _ 
central committee without checking with 
the members; he has made changes in the - 
committee without authority to do so, and | 
he has violated the understanding that — 
when a member leaves, the vacancy - 
should be filled by another member from  - 
the same party. Naro'scritics then madea _ 

no-confidence motion and asked РРР рге» — | 
sident Idham Chalid — an NU leader - 

who, incidentally, is himself facing moves — E: 
within the NU to remove him — to calla _ 
PPP central committee meeting to resolve | * 
the issue. 

Ever since political parties formed the 4 
PPP in 1973 at the prodding of the govern- 
ment, which wanted to simplify and “de- _ 
ideologise” the country's party politics, — 
there has been no end to inter-group as | 
well as intra-group fighting. Although itis — 
difficult even for insiders to make sense of 
the multi-dimensional conflicts persisting ~ 
inthe PPP, there clearly has been a conflict. — 
between the biggest and most powerful — 
group, the NU, which has sought to main- _ 
tain its dominance, and the three other 
component parties, whichhavebeenseek- — 
ing to advance their own positions. | 









riefly, the NU is an association of Is- — M 
lamic scholars and teachers, based — | 
largely in Java, while Perti is a similar or- - S 
ganisation, but based in Sumatra. SI was, 
started by mainly Javanese urban Muslims, 5 A 
notably businessmen, and MI was meant 
to replace the former Masyumi move- · 
ment, led by modernist scholars and intel- + 
lectuals, which was banned in 1960 for in- _ 
volvement in regional Muslim rebellions. 
Conflicts made it difficult for the PPP 
even to reach decisions, thereby hamper- | 
ing its ability to represent Muslim interests 4 
Ў 





in parliament. Clearly the PPP needed а 
strong leader, and Naro is certainly that, — 
though opinion is sharply divided on whe- ? 
ther he understands Muslim aspirations. — 
His critics say Naro's special mission — as 
defined by the government, which gave 
him its blessing — has been to weaken the 
four component parties. Some of Маго? ' 
friends say the PPP leader believes the co- 
alition party can play a role in Indonesian 
politics only if it supports Suharto com- 
pletely. Thus he has vigorously eliminated 
anyone who was critical of the govern- 
ment. At the same time, he has tried to en- 
hance МІЗ position in the PPP, these ob- 
servers say. 

Others are more charitable towards 
Naro. Syarifuddin Harahap, a young and 
ambitious Naro backer from SI, says Naro 
is committed to the modernisation of the 
PPP, in particular through his advocacy of 
"total fusion" of its component parties and 
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Syarifuddin; the Kaaba symbol: time for a change? 


by his rejection of the idea that the PPP re- 
mains a federation of old parties. 

Although formally, NU, SI, Perti and 
MI were to become social-religious and 
non-political organisations after the estab- 
lishment of the PPP, they have in fact 
maintained a considerable degree of au- 
tonomy within the new political party. 
Syarifuddin notes that Naro, unlike other 
PPP leaders, has actively promoted 
younger-generation party members to 
positions of power according to an indi- 
vidual’s merits rather than to an indi- 
vidual's old affiliations, giving him the 
support of the party's youth. 

Clearly Naro had hoped for a seat in 
Suharto's new cabinet. Some observers 
are convinced that the no-confidence mo- 
tion would not have been made if Naro 
had made it into the cabinet. “It’s like a 
chief of a hunting tribe coming home 
empty-handed: The tribe is dethroning 
Naro," as one observer put it. 

Naro's opponents admit that they saw 
Naro's failure to become a minister as a re- 
flection of the government's waning sup- 
port for the man and that they were en- 
couraged by this. Naro, his critics say, 
needed to be punished for his arbitrary de- 
cisions, the most recent of which was his 
reshuffle of the PPP central committee in 
January, which he did not even announce 
until a month after the event. In the re- 
shuffle, Gani lost his chairmanship to 
Syarifuddin. Another chairmanship and 
one of four party vice-presidencies also 
changed hands — moves all made to en- 
hance the general chairman's position, the 
critics say. Naro's opponents do not recog- 
nise the reshuffle. 

A few days after the no-confidence 
declaration against Naro, Syarifuddin or- 

anised a meeting of SI leaders, replacing 
the head of the SI policymaking board, T. 
H. M. Gobel, with another Naro suppor- 
ter, Mahdi Tjokroaminoto, and substitut- 
ing the head of the executive board, Gani, 
with himself. This coup within SI is viewed 
as illegal by Gobel and Gani who, like 


other opponents of Syarifuddin, did not: 


attend the meeting. 
More recently, Syarifuddin announced 


that the PPP central committee was con- 
sidering recalling the three men who had 
signed the no-confidence declaration 
against Naro — Imam Sofwan, Gani and 
Tengku Saleh. If these men are recalled, 
they will lose their seats in parliament. 
The anti-Naro forces are saying that the 
recalling of a PPP MP must be done by his 
former party, while the Naro camp claims 
the PPP central committee is now able to 
do it. 

It is difficult for outsiders to predict the 
outcome of this infighting, given the un- 
certainty of who really is in charge of the 
PPP and of its component parties, and 
who really is enjoying essential govern- 
ment support. Some say the status quo will 
continue, with conflicting individuals and 
groups all claiming to be the rightful hol- 
der of the same positions — not a rare situ- 
ation in Indonesian party politics. Others 
predict that the government will take a 
position before too long. Observers are 
watching whether Naro will be reap- 
pointed as one of the vice-chairmen of the 
supreme advisory council, reporting to 
Suharto. Naro's reappointment, which is 
very likely, would signify the govern- 
ment's continued support for the PPP 
leader, observers say. The council is made 
up of prominent men from various walks 
of life and advises the president on vital is- 
sues. 


here is no question that Naro has sup- 

ported — perhaps too ruthlessly — 
Suharto's consistent policy of taking ideol- 
ogy, including religion in this context, out 
of politics. Suharto came to power after an 
ideologically motivated coup-attempt in 
1965 and the ensuing chaos, and has tried 
to prevent another division of the country 
into ideological compartments. The for- 
mation of the PPP in 1973 accomplished 
two things: it simplified party politics and 
dropped direct reference to Islam in the 
party’s name. 

At this stage the PPP had as its basis the 
two principles of Pancasila and Islam. 
Later interpretation held that Islam was 
only ar "identifying characteristic,” and 
no longer a principle. Now the PPP is al- 





lowed only Pancasila as its principle. The 
latest ruling is that the PPP can no longer 
have an identifying characteristic, but the 
general interpretation is that the party will 
be able to express its Islamic attitudes 
through its programmes. These argu- 
ments are obscure to outsiders, but they 
reflect a strong desire to turn ideology- 
oriented political parties into programme- 
oriented ones. Eventually the aim is to 
"open" the PPP to Muslims and non-Mus- 
lims alike. 

Naro and his supporters are likely to 
continue cooperating with government 
policy. Syarifuddin explained: *Mr Naro 
and І accept that the PPP is no longer a 
Muslim party, though we will continue to 
promote the interests of Islam through our 
programmes." On the tricky issue of the 
PPP's emblem — the holy Kaaba shrine 
in Mecca — Syarifuddin said he was wil- 
ling to give it up. "We've failed twice [in 
the 1978 and 1982 elections] with Kaaba. 
We will emphasise programmes," he says. 

Some of Naro's opponents claim they 
also would have little problem accepting 
Pancasila as the sole political principle. 
But they refrain from discussing details, 
saying these can be considered when 
amendments to specific laws — notably on 
political parties and mass organisations — 
are made in the next year or so to imple- 
ment the  Pancasila-as-single-principle 
idea. 

While most of the Muslim politicians 
who might have resisted moves to reduce 
the Islamic nature of the PPP have lost 
their parliamentary seats — thanks largely 
to Naro's choice of election candidates last 
year — some observers feel the remaining 
MPs opposing Naro are believed less 
capable than him of separating religion 
and politics. This means that Naro will 
continue to be useful to the government. 
The question is whether Naro will be able 
to represent the Muslims in parliament 
and if not, who will? More generally, 
some wonder whether ideology might not 
reassert itself in politics if economic condi- 
tions worsen and erode the successes of 
the programme-oriented New Order gov- 
ernment. 
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“There's not another engineering — 
construction company that has the — 
broad base Kellogg Rust has. No one 


can equal our diversification. 
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Kellogg Rust—a two year old organization built upon 
200 collective years of diversified песоси, соп- 
struction and project management success. Kellogg 
Rustisa [A e of Rust International and 
The M. W. Kellogg ee 

Kellogg Rust — created to manage megaprojects 
and to provide engineering, procurement, construc- 
tion and management services for projects of all sizes 
in almost every industry worldwide. 

Kellogg Rust — in Algeria. Kellogg transformed a 
fishing village into a large LNG processing and export- 
ing facility with a complete modern town for 5,000 people. 
InVirginia. Rust International turned waste into energy — 
efficiently. By designing and installing a wastewood- 
fueled boiler with no plant downtime, saving millions 
in паса á = 

ogg Rust — eve ere. In pulp and paper, energy, 
power, ааа, petrochenticals: pharmaceuticals, 
enhanced oil recovery, process work for off- 
shore platforms, oil refining, fertilizers, 
ferrous and nonferrous metals, food, 
tobacco and more. If you would 
care to know even more, 
please contact us. We have 
a lot to tell you. 









Robert W. NN CEO : 
Three Greenway Plaza East Houston, Texas 77046 
"Telephone (713) 960-2000 Telex 2556 


The M. W. Kellogg Company/Rus& International Corporation 
Kellogg Rust Synfuels Inc./KRI Coristructors Inc. 
Kellogg Rust Constructors Inc’ 
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Kellogg Rust is one of The: 
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Time to change the ugly Arab image 


“he massacre by Christian militiamen of 
M Palestinians in the Sabra and Shatila 
refugee camps of Beirut last year aroused 
world-wide concern. Politicians and 
leader writers in the Western media con- 
demned the brutality and acknowledged 
the plight of the Palestinians on a scale not 
known before. Even the most uncritical 
supporters of Israel wondered whether it 
was wise to continue to refuse to accept 
the Arab case on its merits. 

Israel's invasion of Lebanon in the 
months before the massacre was almost 
universally recognised as aggression and 
the massacre itself was seen as another 
link in the chain of violence resulting from 
the clash between the Palestinians' search 
for a homeland and Israel's claims to rec- 
ognition and security on its terms. 

The Third World, which in recent years 
has increasingly identified with the Pales- 
tinian cause, naturally reacted strongly to 
what it considered the latest addition to Is- 
rael and its allies’ record of ruthlessness 
against Arabs. Events in Lebanon were an 
eye-opener for Westerners who still have 
a commitment to Israel; for those in the 
Third World who supported Arabs to start 
with, they were only a confirmation of the 
Arabs’ position as victims while Israel 
reigns supreme through American sup- 

rt. In Africa and South Asia, in particu- 
аг, governments, opposition and media 
all share views on the Palestinian question 
and more or less support the Arab view- 
point. 

Southeast Asian reaction over the 
Beirut massacres and the Lebanon crisis 
was nowhere near as strong as in other 
non-Western countries. Governments, 
media and mass organisations came up 
with condemnations which showed con- 
cern without indicating involvement, as if 
they did not want to draw too close to the 
Arab and pro-Arab positions. As an Arab 
diplomat in the region remarked: “The 
media here have reported Beirut as they 
would a train disaster in India or a mine 
accident in Colombia. Official comments 
sound like someone saying, ‘It is sad and 
we hope something can be done about it.’ 
The Arab question simply does not arouse 
any sentiment here.” 

Analyses of response to the Beirut mas- 
sacres and the Lebanese crisis offer an op- 
portunity for a general assessment of 
Southeast Asian attitudes towards Arabs. 
For Arabs. and their close friends in the 
Third World, Palestine and Israel invoke a 
sentimental response stemming from a 
genuine sense of injustice. For East 
Asians, the issue is only one among many 
international questions and would proba- 
bly have even less significance if the Arabs 
did not have oil. While the geographic dis- 
tance between East Asia and the Middle 


East is significant, the cultural and politi- 


cal distance is far greater. With the excep- 


tion of the Muslims in the region, who 
share a religious bond with the Arabs, 
most Southeast Asians see them as aliens 
with whom they have little in common ex- 
cept limited economic interests. 

Southeast Asians seem to have inter- 
nalised Western stereotypes of Arabs 
more than other nationals of the Third 
World. The Arabs, who since 1973 have 
worked fairly hard to improve their image 
in the West as well as in the Third World, 
have largely ignored East Asia. The re- 
gion, therefore, continues to picture them 
as hawk-nosed sheikhs in robes, sitting on 
top of an oil-barrel, scimitar in hand. 

The image created by American and 
British cartoonists has stuck and is con- 
tinually reinforced by Western movies, 
novels, TV programmes and news stories 
subtly or unsubtly denigrating Arabs as a 
people. Most people feel no sympathy for 


believe іп stereotyping people and 
generalising about races and nations. 

But Arabs, like all peoples, are a 
heterogeneous group who cannot and 
should not be characterised as a whole. 
Criticism of their national goals and politi- 
cal stances should remain just that and not 
a condemnation of the entire people. 
There is both malice and ignorance in the 
West's perception of the Arab, though 
more and more people are recognising the 
mistake of this attitude and listening to 
other views, Arab influence, in the form 
of oil and petrodollars, has made Western 
opinion leaders realise that they should 
know more than the Arab caricature to be 
able to deal with and befriend them. 

To what extent Westerners are influ- 
enced by images of Arabs is illustrated by 
the *Abscam" scandal in the United 
States. That the FBI chose to test the hon- 


Kuwait City's old souk: internationally denigrated by the cartoonist's pen. 


the Arab so caricatured and governments 
do not go beyond the minimum level of 
cordiality necessary to safeguard specific 
interests. Thus, while others may have felt 
a deeper concern over events in Lebanon, 
the region's reaction went no further than 
a basic sympathy for human suffering and 
had little political significance. 


o one can deny that the West has seen 

Arabs in a bad media light for years 
and Western attitudes towards them are 
based largely on such conditioning. Pre- 
judice against Arabs goes back to the time 
of the crusades, and their image has al- 
ways been composed of unpleasant traits. 
Even Chaim Weizmann, who should have 
known better than to stereotype an entire 
people, wrote: “The Arabs, who are sup- 
erficially clever and quick-witted, worship 
one thing and one thing only — power and 
success." The “power-worshipping, swar- 
thy Arab” resembles the similarly 
maligned *money-grabbing, ugly Jew" as 
an object of hate in the eyes of many who 





esty of congressmen by making its agents 
pose as Arabs offering bribes in return for 
illegal favours is in itself symbolic. More 
interesting, however, are details such as 
the fact that the names chosen by the FBI 
for its characters and their business opera- 
tions, though Arab sounding, were not 
Arab at all. The American congressmen 
involved, however, ignorantly accepted 
the bribes because the proposition 
matched the Arab image. It did not matter 
to them whether the FBI agents posing as 
Arabs had any evidence of their Arab ori- 
gin or not or even if the names they gave 
were not really Arabic. 

In Southeast Asia, anti-Arab feeling 
has crept in through Western influence. 
Problems involving the region's Muslims 
(such as the secessionist movements in 
Thailand and the Philippines) have 
further aggravated the situation. Attribu- 
tion of economic non-performance to oil 
prices (for which Arabs are held responsi- 
ble) and experiences of overseas workers 
also add to unpopular images. 
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Stories of extravagant Arab princes 
(such as Florida’s Sheikh Al-Fassi) are re- 
peated and sensationalised in the media to 
such an extent that even in Muslim In- 
donesia and Malaysia, the Arab does not 
have the best representation. No one re- 
minds the public that individual rich ec- 
centrics are found in all nations, that occa- 
sional mistreatment of workers by some of 
its members is not sufficient reason to dis- 
like an entire ethnic group or that interna- 
tional relations should be based on mutual 
and international interests rather than ra- 
cial prejudices. 

Some people may argue that while such 
stereotypes and prejudices exist, they are 
not the major influence in Arab- Asian re- 
lations. The governments of Asean, for 
example, have made significant progress 
in developing ties with the Arab world and 
have also extended support over the 
Palestinian question. 

The fact is, however, that Southeast 
Asia’s ties with the Arab world are 
hamstrung by misconceptions, many of 
which are rooted in conventional ideas 
about the Arab people. Inter-governmen- 
tal relations are based on a degree of cyni- 
cism about the Arabs’ wealth and people- 
to-people ties are almost non-existent. 
Arab officials and diplomats tell numer- 
ous anecdotes about references to “dumb 
Arabs” picked up from the region's gov- 





ernment leaders, speaking English and as- 
suming they would not be understood 
without an interpreter's assistance. The 
Arabs, of course, are not so dumb and 
make no effort to intensify ties beyond a 
level of selling oil and importing labour. 

Asean's relations with Arab countries 
and the Palestine Liberation Organisa- 
tion are of a very basic nature, certainly not 
the stuff of which good friendships are 
made. There are few Arab embassies in the 
regionandtrade with Gulf countriesconsti- 
tutes only a fraction of those countries' in- 
ternational trade. All of black Africa en- 
joys numerous benefits in economic assist- 
ance from Arab oil producers because of a 
close overall relationship built through 
ties with North African Arabs. 


here is no parallel link-up with South- 
east Asian states, though major Arab 
countries are part of the Asian continent. 
Africans have identified themselves with 
Arab causes and sympathised with their 
status as victims of stereotyping and 
racialism, but Southeast Asians have 
failed to do so. Even leftist movements in 
the region have failed to make Palestine 
their cause, though opposition to Zionism 
has been embraced as an important ele- 
ment of the struggle of the Left world- 
wide. 
Southeast Asia has a lot to gain from en- 
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couraging Kain Arabs to develop an 
Asian identity just as African Arabs pars 
ticipate in the continent's affairs and even - 
drag in their non-African brethren. Ws 
can only bé done through a serious at- - 
tempt to see the Arabs, the question of 
Palestine and the subject of Arab-Asian — 
relations without the bias inherited from - = 
Western sources, The current policy of " 
some governments to build a superfi cial Ro. 
relationship with the Arabs for short- term 
gains in the form of contracts is hardly an – 
alternative to a genuine relationship e 4 
on mutual understanding. Above all is the - 
question of right and wrong, and the re 
gion's leaders should bring to an end the _ 
present indifference to the matter of jus 
tice in the Middle East. 

The Arabs, too, have to make an as y 
to reach out to East Asia. Centuries ago, - 
the Arab was a familiar figure in Southeast 
Asia and his ties with the region’s peop 
ran deep. It is understandable that an — 
Arab world in a hurry to catch up with ~ 
modern technological developments - 
should look towards Europe and the 
and concentrate on closer political, inel _ 
lectual and economic ties with them. _ 
There is, however, no reason the Arabs _ 
should not spend some energy on forging _ 
ties with their near-neighbours in the East 
with whom their ancestors maintained a — 
very close relationship. a 
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Hanoi considers a new eye of 're-education in place' 


as Amnesty Internationa 


By Michael Richardson 


Hanoi: Over the past year the Vietnamese 
authorities have freed hundreds of long- 
term political prisoners, though there are 
still some 10,000 remaining in government 
re-education camps, according to a senior 
Vietnamese official. In an interview here, 
Justice Minister Phan Hien also said that 
the council of state sent delegations to 
check conditions in the camps last year to 
ensure they were satisfactory and to 
review individual cases. Such checks had 
been occasional before 1982, but were 
now being made regularly. 
| Hien's claims were made before the 
- London-based human-rights 
- Organisation, Amnesty Inter- 
- national, announced in a press 
release on April 20 that it had 
sent a renewed appeal to Hanoi 
to release or bring to trial poli- 
tical detainees held without 
charge, including many intern- 
ed since the end of the Vietnam 
С war eight years ago. Amnesty 
Offered no estimate of how 
many political prisoners there 
were in Vietnam, but noted 
` that Foreign Minister Nguyen 
. Co Thach was reported last 
summer to have said 16,000 
people were in government 
. camps. Despite Hien's asser- 
— поп that there were only 
‘10,000 now, one diplomatic 
source here said he believed 
[there might still be 40-50,000 
who were being detained inde- 
finitely as suspected anti-com- 
munists. 

Those held are believed to be 
military personnel, civilian of- 
ficials, policemen, security 
agents and politicians associated with the 
defeated Saigon regime. But Amnesty also 
expressed concern over a second category 
of more recent internees, which included 
writers, artists, intellectuals, Roman 
Catholics and Buddhist monks detained 
for their political or religious beliefs. 

Hien, a former vice-foreign minister, al- 
leged that those still in detention had 
“served the cause of United States aggres- 
sion and committed serious crimes" 
against the state and people of Vietnam. 
Putting them in camps for “re-education” 
was a “humanitarian” solution, he as- 
serted. If brought before the courts, they 
would have been given life imprisonment 
or death sentences. 

Amnesty urged Vietnam to abolish de- 
tention without trial for these purposes. 
Hien said the government was considering 
a new method of reforming political pris- 
oners. If approved, it would mean that in- 
stead of being put into camps, they would 







reports on political detainees 


be able to live at home under official 
supervision and maintain regular employ- 
ment. Mass organisations, such as the Viet- 
nam Fatherland Front, the Ho Chi Minh 
Youth Organisation and the Women’s As- 
sociation, would be responsible for main- 
taining regular contact with the individu- 
als involved and applying a programme of 
political study. 

However, Hien said a system of “re- 
education in place” would first be tried on 
criminal detainees to gauge its effective- 
ness before being applied to political de- 
tainees. He gave no estimate as to how 
























Prisoners in re-education camp, 
Hien: the numbers game. 


long this experiment might 
take. “We do not want to 
keep detainees in camps for 
longer than necessary,” the 
minister said. “We want to 
improve the process of re- 
education. That is why we 
are considering re-education in place.” 

But Hien’s assertions on this system in- 
cluded more conditions than he men- 
tioned some months ago to US visitors. 
Foreign observers here said the Interior 
Ministry under politburo member Pham 
Hung, which runs the government camps 
and is responsible for internal security, 
was highly unlikely to agree to drop deten- 
tion-without-trial provisions for dealing 
with those judged political enemies. 
These sources said the ministry had proba- 
bly placed an effective veto on the system 
Hien described by insisting that it be made 
a matter for indefinite official considera- 
tion: 











У visited vO П 
camps and prisons and spoke privately 
with inmates — said in its recent an- 
nouncement that some long-term de- 
tainees had been released. “But others are 
still held without trial, sometimes in re- 
mote camps without adequate medical 
care, and in some cases suffering from 
malnutrition and denied visits.” 

Hien claimed those interned were held 
in a few dozen camps away from the cities, 
mainly in southern Vietnam. But reports 
compiled by the US Embassy in Bangkok 
and released last year alleged that at least 
46 camps were still operating in Vietnam 
in 1980-81, holding an estimated 129,000 
people. US officials said the reports did 
not cover all camps and the total number 
of political prisoners was probably around 
200,000. 









» Daniel Nelson writes from London: In 
addition to its pre-occupation with Viet- 
nam's detention-without-trial practices, 
the report submitted by Amnesty to the 
Vietnamese Government in April also voi- 
ced apprehension over the continuing ab- 
sence of legal safeguards to prótect de- 
tainees against possible abuses of power, 
the detention of people caught trying to 
leave the country illegally and “an increas- 
ing tendency by Vietnamese courts to 
hand down death sentences." The report 
was accompanied by a separate document 
containing 59 case histories of individual 
detainees, compiled to illustrate the or- 
ganisation's "concerns." 

Amnesty's report says the group does 
not believe that torture or ill-treatment is 
widespread or systematic ín Vietnam, 
though it has received "rare but regular" 
reports alleging the use of isolation cells 
and shackles as instru- 
ments of camp discip- 
line. But the case study 
of Vu Van Anh, press 
attache to South Viet- 
namese former presi- 
dent Nguyen Van 
Thieu, contains the 
only reference to sys- 
tematic physical brutal- 
ity, apart from medical 
neglect. Anh has re- 
portedly been beaten 
on a number of occa- 
sions and was held in 
solitary confinement in 
shackles in 1981. 

Amnesty is also worried at reports that 
"large numbers" of prisoners suffer from 
malaria, tuberculosis and malnutritional 
diseases. At the same time, the report wel- 
comed the release of prisoners since the 
set of recommendations it submitted to 
Hanoi after its 1979 visit. The organisation 
also noted recent indications that, in gen- 
eral, detainees' rights to visits and corres- 
pondence are being honoured. Family visits 
have been made easier, Amnesty said, by 
the transfer of many detainees to camps in 
southern Vietnam. More broadly, how- 
ever, Amnesty said that most of its earlier 
recommendations have not been im- 
plemented. 
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And daring. | 


That dramatic moment when 36 
pairs of hands join together in the midst 
of an azure sky is achieved by people 
inspired by a common purpose to work as 
one. People who work with confidence 
through proven experience. And daring. 
Bankers Trust was recently asked to fi- 
nance а first in world industry—a unique 
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BMW puts 
anew class of car 
onthe road. 


The new 

BMW 3-Series: 
automotive 
excellence acquires 
atotally 

new dimension. 


The new BMW 3-Series: the very best 


of BMW in an exclusive and completely 





new category of car. 

The outstanding performance. 

The exceptional safety. The unrivalled 
comfort. 

And the unmistakable, refined and 
exclusive styling. 

These, together with the most advan- 
ced and modern automotive techno- 
logies available on any car, are just a 
few of the qualities which have made 
the large 6 and 7-Series BMWs such a 
success all over the world. 

And now, with the new 3-Series, BMW 
introduces the same superlative 
qualities in their most streamlined and 
compact dimensions. 

Theresult is a completely new class of 
car: a compact car which offers you all 
the performance, technological 
sophistication and meticulous crafts- 
manship normally only associated 
with cars in the so-called luxury class. 


The new BMW 3-Series: mirror images 
of their upper-class relatives. 

At first glance, you'll immediately 
notice the family resemblance. You'll 








recognize in the pure, aerodynamic 
lines of the new BMW 3-Series 

the same familiar, internationally- 
renowned BMW styling and person- 
ality of the large BMWs. 

Only the dimensions are different. 
Even more important, you'll recognise 
in every detail that the underlying 
technical substance is exactly the 
same. 

The same engineering and finishing 
quality; the same refinement in the 
wide-ranging accessories and fittings; 
the sameall-embracing safety system; 
and the same emphasis on greater 
performance for greater active safety, 
which puts the new BMW 3-Series 
amongst the safest cars on the road 
today. 

In short, you'll recognise a new set 

of standards in the compact category 
of cars: standards which make the 
new BMW 3-Series models immediately 
reminiscent of their larger counter- 
parts. 


The new BMW 3-Series: it brings big 
car technology to the compact car. 
No other car manufacturer invests in 





the most modern and progressive 
technologies, or implements them as 
comprehensively and as systemati- 
cally as BMW. 





With the new 3-Series, BMW has 
achieved a remarkable transfer of 
technology from the top-line category 
of car to the compact class. 

As aresult, the same advanced 
features are now also available on the 
most compact BMW. 

Here are just a few examples of this 
new level of technological excellence, 
which in the new BMW 3-Series cre- 
ates a new dimension in driving per- 
formance, efficiency and enjoyment. 


Active Check/Control: the safety 
system that monitors all the car’s vital 
functions. 

SI Service Interval Indicator: your new 
3-Series car lets you know when it 
needs a service according to the way 
you drive. 

EC Energy Control: the unique and 
exact fuel consumption indicator, 
which tells you your precise fuel con- 
sumption at any time and in any gear. 
A new axle technology: 

for even greater safety and better road- 
holding. 


Why should you choose a BMW? 
Quite simple. What use is an exclusive 
car if it can’t offer you everything 

that technological progress can offer 
you today? 

The new BMW 3-Series is in a class of 
its own. 

And their owners will be too. 

Let your BMW dealer tell you more. 
Or just write to us for more detailed 
information. 

Model and equipment availability in 
the BMW international range may vary 
from country to country. 

















Japan: 

BMW Japan Corp., 12-24-4 Chome Nishiazabu, 
Minato-ku, Tokyo 106, Tel.: (03) 499-6811 

Hong Kong: 

BMW Concessionaires (H.K.) Ltd., 61-634, 
Waterloo Road, Kowloon, Tel.: 3-7145271-5 


Indonesia: 
P.T. Tjahja Sakti Motor Corp., Jl. Cikini Raya 70, 
Jakarta Pusat, Tel.: 348203/321375 


Malaysia: 

BMW Concessionaires (M) Sdn. Bhd., 42, 42-1, 
Jalan Sultan Ismail, Kuala Lumpur 05-12, 

Tel.: 413181 


Singapore: 
Performance Motors Ltd., 475, Tanglin Halt 
Road, Singapore 0314, Tel.: 6387 88 


Brunel: 

Performance Company Ltd., No. 1 Bangunan 
Gadong Properties, P.O. Box 2394, 

Jalan Gadong Bandar Seri Begawan, 

Tel.: 20383 


Taiwan: 
Pan German Motors Ltd. 349, Tun-hua North 
Road, Taipei, R.O.C., Tel.: (02) 7813101/7510173 


Thailand: 

Continental Auto Centre Co., Ltd., 

6 Rongmuang Soi 5, Bangkok 5, P.O. Box 5/210, 
Tel.: 214-2521-7 
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To other airlines, it's first class. To Alitalia, it's our spacious Business Class - up front in our 
new 747's. Other airlines seat you six across in Business Class. Or even eight On Alitalia, 
we seat you four across. Two wide seats on one side of the plane, and two on the other. 
With a huge aisle in between. So there's plenty of room to stand in, walk in or just 
stretch your legs in. You'll need it after we wine and dine you. It's a flying feast starting 
with cocktails and hors d'oeuvres, continuing through a superb Italian meal. And there's 
equally superb shopping from the Alitalia Boutique, featuring the best of Italian fashion: 
Battistoni, Ferragamo, Gianni Versace, Trussardi, Valentino and more at unbeatable 
prices. But you don't have to wait until you're on board to experience our Business Class. 
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BUSINESS CLASS ALITALIA 


It starts with a separate check-in where you can select your favorite seats. And an exclusive 4 2) 
lounge at many airports around the world. So, next time you fly, make sure you fly Alitalia Al i ۴ ta { iz 
Business Class. Because at Alitalia, more than any other airlines, Business comes first. 4 





e APART from the personal triumph, 
produced by acombination of diplomacy 
and hard work, of Indian Prime Minister 
Indira Gandhi at the non-aligned sum- 
mit in New Delhi in March, the most im- 
pressive performance was, surprisingly, 
that of Pakistan's President Zia-ul Haq. 
He is still very much an army officer (he 
was so taken with the flamboyant regalia 
of the men of India's Border Security 
Force who were guarding the delegates' 
hotels that he was presented with a com- 
plimentary Jy a tic ar uniform) and he 
imposes strict Islamic discipline at home. 

However, during his years in power. 
he has developed into a considerable 
politician, In New Delhi he had, of 
course, to raise the matter of the Indo- 
Pakistani dispute over divided Kashmir, 
but he did so in such a tactful manner 
that only the most extreme Hindu 
nationalist could have objected — and 
Zia made it plain that he did not feel that 
the dispute should halt progress towards 
an eventual reconciliation. 

It is worth noting too that, since the 
Soviet invasion of Afghanistan, China's 
strident support for Islamabad has soft- 
ened, and that Peking has realised the 
importance of Subcontinental stability in 
the light of the occupation of Afghanis- 
tan. Peking's own negotiations with 
Moscow have further improved the envi- 
ronment for a progressive Indo-Pakis- 
tani detente. 

Zia revealed a new light and humor- 
ous touch in his dealings with the 2,000- 
odd pressmen covering the summit, in- 
cluding this Traveller. [t was an impres- 
sive demonstration of a man growing 
into a job. 
€ BUT no amount of discipline or cen- 
sorship can prevent the flow of sardonic 
stories, particularly those reflecting the 
resentment felt by the ordinary Pakistani 
citizen against the armed forces and their 
power under martial law. One concerns 
a man standing in a very crowded bus 
who turned to the fellow next to him and 
asked whether he was an army officer in 
civvies. "No," he replied. The first man 
then went on to ask whether he had a 
brother, a father, a son or a cousin in the 
army. “No, no, no, no," said the man, 
“but why are you asking me these ques- 
tions?" The answer came: "If you are not 
in the army yourself, and you have no re- 
latives in the army, move over — you're 
standing on my foot." 
€ ANOTHER tale concerns the mili- 
tary tribunal trying an alleged assault on 
an army officer by three men, the first 
two being father and son, the third a 
neighbour. Asked to explain his action, 
the father replied that the army officer 
had made insulting advances to his wife. 
The court agreed that this was sufficient 
reason for violence. Under examination, 
the son explained that he had seen the in- 
cident and gone to the help of his father. 


That explanation was also accepted. But 
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how did the neighbour explain his par- 
ticipation? *Well," said the neighbour, 
“1 walked round the corner and saw 
these two beating up an army officer. So 
I joined in because I reckoned martial 
law must have ended." 
€ AND then there was the one about 
Zia's barber, who used to chat with the 
president while cutting his hair, continu- 
ally talking of elections — in India, in the 
United States, in Europe, anywhere. Zia 
became angry. “Why do you go on 
|babbling about elections?" he de- 
manded. The barber apologised: *It was 
just that I noticed that every time I men- 
tioned elections, your hair stood on end 
and was so much easier to cut." 
€ INDIRA herself — a widow — is, of 
course, not immune. Who is to blame for 
the years of the Emergency? Answer: 
The British Raj. Why? Because it 
abolished the practice of suttee. 
€ INDIA is rapidly acquiring a new 
(and again somewhat surprising) reputa- 
tion for organisational ability. Its hosting 
of the Asian Games last year was gener- 
ally agreed to be almost perfect, while 
the hosting of the non-aligned summit, 
with delegates from 100 nations plus the 
press corps — all at only two months' 
notice — was a masterpiece of a bando- 
bust, as the old colonial hands would say. 
Of course, there were hitches: for the 
first week of the conference, pressmen 
were convinced that the central com- 
puter through which they had to make all 
their applications to interview delegates 
was either not working or was a deliber- 
|ate device to prevent any contact be- 
tween the delegates and the. press, 
perhaps an example of the new world in- 
formation order which Unesco and so 
! many of the non-aligned nations so fer- 
vently desire. 

But gradually, as answers came trickl- 

ing back (they were mostly negative), as 
fleets of cars and buses shuttled dele- 
gates and pressmen between the confer- 
ence centre and their far-flung hotels 
and as the authorities and security 
guards dealt swiftly and tactfully with 
many a potentially embarrassing inci- 
dent, the full scale of the organisational 
skills which had gone into hosting the 
conference became apparent. 
e ON the other hand, it is true that the 
Indian authorities had taken every step 
to ensure that the summit received a 
good press. All journalists covering the 
event were allowed to purchase an 
enormous quantity of duty-free items — 
| 11 bottles of Scotch whisky, three bottles 
of brandy or liqueurs; two cases of im- 
ported beer and several cartons of 
cigarettes. 

It seemed probable that similarly 
generous allowances were made to the 
delegates, judging by the number of 
empty seats in the main hall and the large 
proportion of delegates present who ap- 
peared to be asleep (the poor Indian TV 


cameramen, panning over the audience, 
had to hunt desperately to find a clump 
of representatives who appeared to be 
awake and taking some interest). And, if 
some of the speeches made at the sum- 
mit seemed fuzzy and if some of the press 
dispatches filed appeared hazy, the fuzz 
and the haze might just have been al- 
cholic. 

ә AFTER several days listening to the 
rhetoric of the Summiteers, and reading 
the lengthy press reports and columns of 
commentary, followed by a week of in- 
terviewing ministers and officials and en- _ 
gaging in long hours of conversation (de- 
bate? argument?) with those who in- 
habit the highly politicised environment 
of New Delhi, it was, I admit, with some 
relief that I climbed aboard the plane to | 
Hongkong and thereafter to Japan. I was 
grateful that my job and my marriage 
(not necessarily in that order) had 
brought me to East Asia, where the task 


of actually getting things done nearly al- | 


ways takes precedence over the tio 
of whether the task is ideologically cor- 
rect, where conversation and gossip re- 
volves more around business matters 
than the generally unilluminating pri- 
vate lives of politicians, where consensus 
and syncretism rule, where relatively lit- 
tle time is wasted, energy fruitlessly ex- 
pended or rancour created by politics. 

€ A CIRCULAR recently dropped 
through the letter box of a resident of the 
United Nations village in Seoul. He 
thinks it advertises a new dry-cleaning 
service, but cannot really be sure: 


Opening enterprice free invitation 
card. 


Washing laundry company, to adv- 
ertise opening co, on this time, is 
to give washing clothe freely with 
gentleman clothe of one pair to 
person that is taking the invitation 
card in order to certificate the 
effect. 


Wonderfull quality of Siloam clean 
ing. 


1. Checking, evasion liquid, check- 
ing, returning on water, dry, 
keep off from air. 


. Washing time is to fast. 


Dirty and spot has washed comp- 
letely and colour of resourse is 
to stir up again. 


. not to give damage to erg 
is soft, light, alway is to be feel 
of new clothe. 


Sterilizing power and strong mold 
is not to born. 


Smelling is nothing. 
No poison, no air damage, 
no squence. 


. the effect is more large as to 
supper clothe, 













Gandhi's 
legacy — 


and the 


unlearned 


lessons 


By Derek Davies 


New Delhi: As the audience emerges into 
the Indian sunlight after watching Sir 
Richard Attenborough's Oscar-garlanded 
film Gandhi, the fiercest emotion is the 
sense of shock and rage that such a man, 
whose life had been devoted to the cause 
of non-violence, should have been so brut- 
ally slaughtered by the bullets of a religi- 
ous fanatic. Once the heat created by the 
drama has cooled, however, it is possible 
to wonder cynically whether the 
Mahatma's death was not both fitting and 
timely. It tragically illustrated that mere 
mortals found it impossible to accept and 
to live up to the standards he demanded. 
Had he lived on, he would have provided a 
perpetual reminder of the gap between 
‘the unselfish idealism which a justified re- 
volution can inspire and the tawdry series 
of compromises which those who run a 
country have to make day by day. 

While any comparison between China’s 
Mao Zedong and Gandhi may be invidi- 
ous (Mao killed, Gandhi did not), it was 
China’s tragedy that Mao lived on for 27 
long years after he had successfully pre- 
sided over the establishment of the 
People's Republic. He brought to power a 
hatred of compromise and a poetic vision 
of the society into which he wanted to 
mould the Chinese people. 

Although realists like former president 
Liu Shaoqi and prime minister Zhou Enlai 
managed, during the early 1960s, to take 
over the daily running of the country, dur- 
ing the years Mao was in actual command 
he twice caused untold suffering and 
enormous economic damage to China by 
launching huge experiments in social en- 
gineering, attempting a short-cut to rural 
communism with the Great Leap Forward 
and attempting to stamp out selfishness 
and create a New Socialist Man in the 


The image: a larger-than-life hero. | 





furtherance of the Cultural Revolution. 

In India, the politicians had already 
broken Gandhi's heart by failing to grasp 
unity — the precious prize which the Raj 
had imposed on India. They had insist- 
ed on partition and the creation of Pakis- 
tan, making inevitable a bloodbath in 
which Indians killed countless thousands 
of their countrymen. Also before he 
died, Gandhi had seen India go to war 
with Pakistan over Kashmir. He did not 
live to see the conquest of Goa, the 1962 
war with China, the second war with 
Pakistan, the armed intervention which 
led to the creation of Bangladesh or the 
annexing of Sikkim. Nor did he see the 
launching of programmes which led to the 
explosion of a nuclear device in the Rajas- 
than desert in 1974 and the recent firing of 
a rocket capable of carrying a nuclear 
bomb. If he had lived to see an India re- 
garded with fear and suspicion by all its 
neighbours, how many times would he 
have fasted in protest, how many satya- 
grahas would he have led against his own 
government? 


he gap between ideals and reality exist- 

ed within Gandhi himself, and the 
film — like the followers of Gandhi in 
India today who nurture only the memory 
of his saintliness — skates over many of his 
human faults. He was capable of conceit 
and hypocrisy, stepping off a train a mile 
or so before a station in order to walk into 
a community and give the impression that 
he had walked across India. 

His guilt feelings about sex, reportedly 
aroused by his father's death while Gan- 
dhi was making love to his wife in another 
room, caused his family much pain, and 
his habit of lying down with pubescent 
girls to test his vow of celibacy was curious, 


to say the least. While he adjured the In- 
dian people to use only the traditional 
Ayurvedic medicine, he went himself to 
modern hospitals when ill. His economic 
policies, with their insistence on a return 
to a rural utopia of self-supporting vil- 
lages, would have slowed India's progress 
and modernisation even more disastrously 
than Mao's policies harmed China. 

A few weeks ago, the sight of striking 
Indian civil servants demonstrating in 
their underwear to demand uniforms 
made of synthetic cloth provided an irónic 
commentary on Gandhi's apotheosis of 
the spinning wheel and homespun khadi 
cloth. Gandhi was a human mixture of 
saint and banya, or merchant, using both 
his moral authority and his inborn gift for 
haggling to drive the British out. 

But though his physical présence was 
removed so prematurely, his inheritance 
remains. Too often the weight of his me- 
mory appears to condemn India to adopt a 
high moralistic tone in its policy pro- 
nouncements at variance with India's ac- 
tual policies. “I wish,” a senior Indian dip- 
lomat remarked recently, *that the world 
would stop expecting India to behave un- 
selfishly and morally and accept us as a 
modern state, a powerful one, pursuing its 
own self-interest as all states must — we 
hope in a reasonably enlightened man- 
ner." Why, asked one of Prime Minister 
Indira Gandhi's aides, “аге we expected 
to live up to Gandhiji when no one blames 
the West for falling short of Jesus Christ's 
Sermon on the Mount?" 

They are fair questions, but they are in- 
spired not so much by others’ memories of 
Gandhi as by the propensity of India's 
politicians and officials to go on justifying 
self-interested policies in Gandhian 
terms. Many in the West have long since 
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The reality: an 


been alienated by the sanctimonious 
rhetoric employed in blaming the West 
for all the world’s ills. Even fellow mem- 
bers of the Third World are becoming in- 
creasingly out of sympathy with the 
socialist shibboleths continually invoked 
by India to justify both its domestic and 
foreign policies. 

The seeds of such contradictions were 
sown early in the “Free India” movement 
and the foundation of the Indian Con- 
gress. Gandhi was both a nationalist and 
an-internationalist, even retaining a cer- 
tain affection and regard for the British 
themselves, a degree of charity not shared 
by many of his followers in Congress. 
Gandhi hoped that a free, united India 
would pursue foreign policies which 
would bring “a message of peace and 
goodwill” to the world. He wanted an in- 
dependent India to disband its army and 
pursue a policy of non-violence in its 
foreign affairs. 


ut it was Mrs Gandhi's father, India’s 
first prime minister, Jawaharlal Nehru, 
who laid the foundations of India’s foreign 
policy. During the 1950s he was the main 
force in creating the concept of non-align- 
ment, working with Yugoslavia’s Josip 
Broz Tito and Egypt's Gamal Abdel Nas- 
ser. From the 1955 Afro-Asian conference 
at Bandung to the first non-aligned sum- 
mit in Belgrade in 1961, he pushed his con- 
cept of a Third World grouping which 
would be an area of peace, of nations 
which were anti-imperialist and anti-col- 
onialist but, more importantly, wished to 
distance themselves from the Cold War 
and the deepening confrontation between 
the superpower blocs. 
It was Nehru who embraced China in a 
spirit of brotherhood, though at the time 
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of the 1954 India-China agreement Peking 
was firmly in the Soviet camp. Only two 
years after Peking broke with Moscow in 
1960, when China had freed itself from its 
close links with one of the superpowers, 
India and China went to war. 

The 1962 conflict struck at the heart of 
both Gandhi and Nehru's idea of brother- 
hood among nations freed from foreign 
domination. It broke Nehru's heart, as 
Gandhi's had been broken by partition, 
but Nehru continued to cling to the con- 
cept of non-alignment until his death in 
May 1964. Unfortunately his departure 
did not lead to any radical re-examination 
of the principles on which he had built his 
foreign policies. Non-alignment remained 
not only as a positive refusal to join in mili- 
tary blocs, but as an anti- Western move- 
ment. 

As Nehru had said of the Bandung 
meeting: “The common factor was against 
Western domination. Everybody agreed 
about that." Thus India has regarded fel- 
low socialist nations as natural allies. As 
Nehru had said: *I hope India will stand 
for socialism . . . I do believe the whole 
world will have to go that way." 

It was hardly surprising that India, in 
common with many other states which had 
won their freedom from colonial domina- 
tion, should have embraced socialism. 
Socialist and Marxist ideologies had given 
the leaders of independence wars their 
ideological justification, and socialist and 
communist states had encouraged and 
aided the freedom fighters. 

But while other nations from Singapore 
to Sri Lanka and from Indonesia to China 
learned the bitter lesson that socialism 
brings neither prosperity nor equality and 
have either rejected its doctrines or are in 
the process of readjusting them, India 


clings to its ideological inheritance. The 
outworn slogans which comfortingly can 
still place the blame for today's continuing 
economic failure and poverty on a selfish, 
imperialist West are endlessly repeated. 

Neither has there been any radical re- 
examination of what the anti-imperialist 
and anti-colonial principles should mean 
to New Delhi in 1983, compared with what 
they meant to the Afro-Asians when they 
gathered at Bandung. The present prime 
minister struck yet again the note which 
has characterised so many Indian policy 
statements when she wrote a foreword to 
the special edition of The Working Jour- 
nalist last February, prior to playing hos- 
tess to the recent summit of the non- 
aligned nations in New Delhi: “Col- 
onialism in the shape of direct foreign rule. 
has retreated only to be replaced by more 
subtle efforts at domination of one kind or 
another. 

"Inequalities among nations continue. 
The technologically advanced nations 
have enormous economic and military ad- 
vantage; even worse, they also influence 
cultural relations and communications. 
Many people in the once subject nations 
still look at international and even na- 
tional events with the prejudices of their 
erstwhile rulers. 

"Western media are quite impervious to 
the heroic endeavours of the non-aligned 
and other developing countries to build 
their societies against tremendous odds. 
They seem interested in reporting only 
our inadequacies, That is why we want a 
change in the information systems now 
prevalent. There is urgent need to evolve 
ways by which there could be greater 
mutual knowledge of happenings and 
trends in other countries." 


hile the nations of the South have 
made an overwhelming persuasive 
case against the generally negative cover- 
age of the poorer nations by Western 
media, Mrs Gandhi's simplistic assertion 
that they are all *quite impervious" to the 
poorer nations' efforts to build up their so- 
cieties is demonstrably inaccurate rhetoric. 
Her statement that “colonialism in the 
shape of direct foreign rule has retreated" 
is true of the collapse of the British, 
French, Portuguese and Japanese empires 
in the aftermath of World War II and of 
signs (despite President Ronald Reagan's 
own rhetoric, and his actions in Central 
America) of a greater unwillingness on the 
part of the United States to play the role of 
world policeman and blatantly attempt to 
dominate the policy of other countries. A 
claim that colonialism is in retreat is cer- 
tainly not true of the Soviet empire, in 
which Moscow's rule is either directly en- 
forced by the presence of the Red Army in 
countries of East Europe, or indirectly by 
massive political and economic pressure, 
as in Poland. And colonialism was hardly 
in retreat when the Soviet army marched 
into Afghanistan. 
As Mrs Gandhi said again in an inter- 
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view prior to the New Delhi summit of the 
non-aligned movement: “Anti-imperial- 
ism and anti-racialism are the very bases 
of the movement. One of the criteria of 
membership . . . is that the country con- 
cerned should have consistently sup- 
ported the freedom struggles of peoples 
under colonial domination." According to 
such logic, Mrs Gandhi can hardly accept 
that Afghanistan is under occupation. 

At her press conference after the sum- 
mit she thus had to deprecate any attempt 
to rouse world opinion against this variety 
of imperialism. "The hue and cry did not 
help bring about a solution," she said ab- 
ruptly, perhaps forgetting that it was the 
hue and cry raised by the Mahatma that 
forced the British to leave India. 

Asked at the same press conference 
how Afghanistan, whose representatives 
were at the summit delivering eulogies to 
the Soviet "support" they had received, 
could claim to be independently  non- 
aligned, Mrs Gandhi replied: “If a small 
country invites in foreign forces, that is its 
prerogative . .. At the same time we made 
it clear we do not want any interference 
and intervention in any country." 

After employing such euphemisms for 
invasion and occupation — which the 
Mahatma would never have permitted 
himself — she denounced both nations 
and journalists who indulged in “double 
standards" and indirectly equated the 
Soviet action with those of the US, refer- 
ring to "interference, destabilisation, re- 
moval of elected leaders and the putting 
up of puppet regimes . . . in other parts of 
the world." 


ietnam, whose own troops occupy 

Cambodia, also took part in the non- 
aligned summit though neither the Heng 
Samrin regime, (described by Mrs Gandhi 
as being in full control of the country and 
fulfilling the criteria of international rec- 
ognition) nor the anti-Samrin forces in 
exile were there. Asked how Afghanistan 
(or indeed Cambodia) could prove itself 
capable of managing its own affairs under 
occupation, Mrs Gandhi dismissed the 
questioner. “I am afraid this gentleman's 
knowledge of the situation is inadequate," 
she said brusquely, inviting another ques- 
tion from the floor. 

It is India's muted double-standard 
reaction to the Soviet presence in Af- 
ghanistan which most puzzles and affronts 
outside observers. The British Raj was 
acutely conscious of Moscow's desire to 
expand south. The Raj in the shape of 
Lord Curzon regarded the brightest jewel 
in the Empire as surrounded by a double- 
layered buffer zone, the inner layer being 
within the British sphere of interest and 
the outer layer being inviolate — meaning 
that any foreign intervention would be 
met by force. India today is bereft of these 
buffers. 

As one of Mrs Gandhi's closest aides 
told the REVIEW: “First we lost Tibet to a 
China whose troops actually crossed our 
frontiers in 1962. We have lost the Indian 
Ocean, which is today patrolled by the 
navies of the US and the Soviet Union. 
We are faced with a hostile Pakistan 





which, despite the presence of Soviet divi- 
sions just across its northern frontier in 
Afghanistan, has moved none of its troops 
still facing our armies along its southern 
frontier. 

“Now we have lost Afghanistan too. We 
have still to normalise relations with 
China. We have still to establish any real 
trust in our relations with a Pakistan aided 
and armed by the US, which is selling Pre- 
sident Zia-ul Haq Е165. Would you wish 
us to alienate the third nation, the Soviet 
Union? As long as we are faced by the 
twin problems of China and a US-aided 
Pakistan, we need [the Soviets'] friendship 
and support — which they have given us. 
They have shown no hostile intention to 
this country." 

He went on to argue that the US 
blocked India's options and that Moscow 
would welcome an Indo-Pakistani recon- 
ciliation if it curtailed Chinese and Ameri- 
can influence in the Subcontinent. 

Such arguments make sense. New 
Delhi's reaction to Afghanistan was much 
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Nasser on a visit to Madras: how non-aligned are the non-aligned? 


the same as India’s reactions to the Cuban 
crisis and the Vietnam war — a sad recog- 
nition that India could do little to influ- 
ence the superpowers and had its own self- 
interests to pursue. But such self-in- 
terested realism hardly harmonises with 
the rhetoric of non-alignment — the rejec- 
tion of superpower imperialism and sup- 
port for all peoples under foreign domina- 
tion. 

Such contradictions abounded during 
the non-aligned summit. Among the na- 
tions represented — apart from Vietnam, 
which in 1979 signed a treaty of friendship 
with the Soviet Union, providing for 
mutual consultations if either is attacked — 
was Cuba, heavily dependent on Soviet 
aid, with its own troops in Ethiopia and 
Angola, and which, during its past chair- 
manship, had badly damaged the move- 
ment's credibility (not least by its claim 
that Moscow is the natural ally of the non- 
aligned). 

Also there was North Korea, whose re- 


presentatives appeared affronted that the 
whole conference was not devoted to a 
paean of praise for their aging dictator; 
Iran and Iraq, themselves locked in a bit- 
ter war (and unable to agree on the word- 
ing of any reference to it in the statements 
issued by the summit, accepting only an 
appeal by Mrs Gandhi for peace), Af- 
ghanistan and Laos. 

New Delhi witnessed the incongruous 
sights of a detachment of Iraqi commandos 
marching from the airport to their own 
embassy (presumably as an advance guard 
for their leader — who in the event failed 
to arrive, probably because his hold on po- 
litical power at home is too tenuous for 
him to risk being away). It saw a uni- 
formed Fidel Castro haranguing the dele- 
gates on Moscow's virtues and the West's 
crimes for three hours. It saw the Palestine 
Liberation Organisation's Yasser Arafat 
hailing Mrs Gandhi as “our leader,” of a 
conference unanimously condemning Is- 
rael for a long list of crimes including “the 
systematic onslaught perpetrated by Israel 





against Palestinian camps in Beirut which 
had assumed genocidal proportions," 
while welcoming. Lebanon's own Presi- 
dent Amin Gemayel, whose Phalangist 
militia had actually massacred the re- 
fugees. 

A hint of the direction in which the 
movement is drifting and of its increas- 
ingly tenuous claim to true non-alignment 
lies in the fact that the next summit will, as 
things stand, be held either in Iraq (which 
is where the recent summit would have 
been held, but for the war with Iran), 
Nigeria, Libya or North Korea. 

The extent of such contradictions within 
the non-aligned movement and the dip- 
lomatic hypocrisy necessary to embrace 
them in the cause of reaching a consensus 
were rammed down the summit's throat 
by the delegate from Singapore, Deputy 
Prime Minister S. Rajaratnam, in a speech 
he did not bother to deliver but merely ta- 
bled. He said the movement's “past is one 
of which we can be justly proud." But he 
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another divide in the minds of those who 
entertain the suicidal, if Gandhian, idea 
that there is virtue in poverty and that the 
achievement of material success denies 


He said that the peoples of the world 
would view the summit as "merely a 
foregathering «of. lead whose pro- 
nouncements and rhetoric) | 
extra grain of rice into the 
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Rajaratnam to a resentment felt by one 
who has donned.a moral mantle against 
someone who presumes to lecture her on 
real life, fortified by a deeper resentment 
on the part of a leader faced with problems 
of fearsome scale against a tight little is- 
land whose people have proved amenable 
to a degree of discipline unthinkable in the 
Subcontinent. 

Apart from the aberrant years of the 
Emergency, India has remained a proud 
democracy with remarkable freedom of 
T speech and of the press. Despite the con- 
sensus decision Бу eviden cessions democracy demands, India has 
of Moscow's growing influence. - © | matched the growth of Maoist China, has 
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| coverage of the Third World). 
technology Moscow supplied . for 
heavy industrial plants was outdated e 
before it was installed and has not Веј 
India in its drive to upgrade its prod! 
and achieve competitive prices for its 
| ports on world markets. Е 
The Soviet Union has also proved а 
unsatisfactory trade partner. In the | 
Moscow has made purchases of consum 
goods, tobacco, cashew nuts, shoes 
textiles, which India has supplied, ofte 
the detriment of markets elsewhere 
cently these purchases have shrunk ala 
ingly: as the Soviet Union has turnec 
other suppliers (for example, Africa 
tobacco and ironically, China for texti 
and India's warehouses are full of rottir 
cashews and unsold footwear. ~ 
Above all; the images assiduously cu 
vated by New Delhi of a penny-pinching 
West contrasting with a Soviet Union as a 
genérous friend hardly bears exam 
tion. It is founded upon the fiction that 
poverty, three-and-a-half decades after | 
independence, is still directly due to” 
post-colonial exploitation. This, at 
is Moscow's explanation for its minus 
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built an impressive infrastructure of heavy 
made to refute its forceful arguments; in- | industry and technology, has achieved its 
stead Singapore was dismissed as a US | own Green Revolution and has made 
puppet, as a country which had anyway | some progress in ironing out regional dis- 
not even fought a war for its own indepen- | parities, bringing social amenities to. the 
dénce (and was thus unworthy of atten- | most backward areas. Its education prog- 
tion) and.as enjoying a current prosperity | rammes have rendered it better able today 
relfecting a materialism at odds with the | than China to absorb the technology 
fine ideals of the non-aligned. Nor were | needed to update some of its less modern 
such- newspapers: alone. Asked for her | industries. And in recent years Mrs Gan- 
reactions at a press conference after the | dhi has moved to encourage industries 
summit, Mrs Gandhi responded dismis- | with export potential and to facilitate 
sively: “I don't think such remarks need | foreign collaboration — (interéstingly 

'anycomment." us enough, a relatively large number of US 
“Many dangerous implications range | firms have successfully applied to partici- 
themselves: behind this reply. The argu- | pate in such joint enterprises). 

. ments of Rajaratnam certainly merited a Just as it is easy to identify areas’ of 
thoughtful rejoinder and her contemptu- | economic failure, so it is easy to dwell on 
ous dismissal of a man and of a state which | the many hypocrisies revealed at the sum- 
have both lived through and evolved | mit and the contradictions between the 
beyond a sincere belief in socialism was at 
odds with her oft-expressed ideal of con- 
sensus-building among the non-aligned. 

° It marked a cultural gulf too — between 
the highly politicised atmosphere of New 
Dethi, where the air is thick with ideologi- 
debate and doctrinal squabbles, and 












































pes Opec countries out: receipts 
by US$88 million and similar repayments 
to the Soviet Union and East Europe led 
to a net outflow of US$8 million. In the 
following year (1981-82); bilateral net aid 
transfers from the West dropped to 
US$360 million (of which Britain contri- 
buted US$121 million), while the Soviet 
bloc contributed only US$3 million and 
repayments to Opec again led to a net out- 
flow of US$64 million. Thus, both as a 
market and as a source of assistance, the 
Soviet bloc has proved unreliable and un- 
generous — though this fact could hardly 
be divined from most relevant Indian 
commentaries. About 90% of Soviet aid 
to the Third World is confined to four 
“friends” — Cuba, Vietnam, Mongolia 
and Afghanistan. 

The Soviet Union and its allies have 
proven only reliable suppliers of arma- 
ments. The favourable terms offered by 
Moscow, which eased India's foreign-ex- 
change constraints by offering rupee-rou- 
ble barter trade and red credits at only 
2.5% interest, have led New Delhi to ac- 
quire a formidable arsenal of Soviet 
weaponry — more than 1,000 tanks, with 
600 T72s on order; 47 naval vessels, with 
another four on order; nearly 500 military 
aircraft, with more than 100, including 62 
MiG23s and eight MiG25s on order — and 
so on. But while India can obtain Soviet 
arms with a minimum loss of foreign ex- 
change and at a cost about 25% lower than 
Western competitors, New Delhi is deter- 
mined to avoid exclusive dependence on 
Moscow. Soviet tanks are balanced by 
further purchases from Britain and plans 
to upgrade the Vickers-designed tank 
made in India under licence; Soviet MiGs 
are balanced by supplies of the British- 
designed Jaguar and a recent order for 
French Mirages, while naval vessels and 
missiles are also purchased from the West. 


Ithough Mrs Gandhi's criticisms of the 

Soviet presence in Afghanistan may 
sound inexplicably mild to Western ears, 
her aides are adamant that in private she 
has made plain her disapproval and her 
wish that Soviet troops be withdrawn. 
After his visit to Moscow in June 1982, 
Indian Foreign Minister Narasimha Rao 
stated clearly that it was no longer possible 
for Moscow to argue that it had gone to the 
aid of Kabul for a limited period and that 
the importance of a political settlement 
was paramount. For the three years since 
the invasion, in fact, Moscow has been 
held at arm's length. India regards itself as 
the largest and most powerful state in 
South Asia and resents and fears any chal- 
lenge to its regional authority. To New 
Delhi, the Soviet troops are as much an in- 
cursion into its proper sphere of influence 
as are Chinese and US support and mili- 
tary backing for Pakistan. While such at- 
titudes often translate into a lordly and 
dominating attitude towards smaller 
neighbours and a slow and suspicious re- 
sponse to their successive proposals for a 
South Asian Forum (at odds with Mrs 
Gandhi's oft-repeated support for South- 
Soüth cooperation), the progress made 
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of the need for a settlement and a realisa- 
tion that the stability of Pakistan is an es- 
sential ingredient of India's own security. 
The constraints which have forced India 
into friendship with and reliance on the 
Soviet Union are not simply the products 
idealism and Nehru’s 
socialism. Much of the blame must be laid 
at the door of the West, and of the US in 
particular. The US, from the time of late 
secretary of state John Foster Dulles, has 
used its relationship with the Soviet Union 
as a touchstone for its relations with third 
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In Dullesian days, 
anathema and non-alignment immoral. 
Then, with typical suicidal instinct to back 
military dictatorships rather than social 
democrats in its anti-Soviet crusade, in 
1971-72 Washington deliberately “tilted” 
towards Pakistan (ironically in the process 
of searching for a detente with China). 
Washington's further propensity to at- 
tempt to dominate the foreign policies of 
friendly countries and Moscow's readiness 
to capitalise on New Delhi's narrowing 
options led inexorably to New Delhi and 
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Moscow sharing mutual interests, how- 
ever ill-matched the pair, while the gulf 
between the two democracies widened. 
The process was no doubt helped by the 
fact that, while the US State Department 
teems with China specialists, it boasts not 
one man who by most standards could be 
accounted an expert on India. Strained re- 


New 


Washington today reflect a massive 
foreign policy failure on the part of the 
US, while the closeness of the links be- 
tween the world's greatest democracy and 
its most ruthless dictatorship represents a 
massive failure on the part of the West asa 
whole. It is an unnatural relationship. 
Mrs Gandhi's masterful chairmanship 
of the non-aligned summit must be seen in 
the light of a growing suspicion in New 
Delhi of Moscow's intentions and a desire 
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hosting the conference at two 


in tone (except on such predictable issues 
as apartheid and Israel). 

During the conference, the more radi- 
cal nations managed to sharpen and make 
more contentious many of the paragraphs, 
and to insert several specific criticisms of 
the US, duly given exaggerated impor- 
tance by the US media (despite the claim 
of the US ambassador that even the final 
statements would give Moscow no great 
pleasure). 


natriumph of personal diplomacy, some- 

times involving negotiations until the 
early hours of the morning, Mrs Gandhi 
defused potentially disruptive issues (such 
as the US base on Diego Garcia and the 
Iraq-Iran war). Gently she saw to it that 
the movement appealed for greater 
generosity from all the developed coun- 
tries, not just the West — thus by implica- 
tion reminding the Soviet bloc of its short- 
falls. 

The summit met setbacks, principally in 
its failure to persuade Opec countries to 
provide the seeding finance for a Third 
World Monetary Fund to finance develop- 
ment and South-South cooperation. 
Nevertheless, the final economic declara- 
tion was a sensible document. Its criti- 
cisms of the Bretton Woods institutions, 
of the unforgivable failure of the US Con- 
gress to keep its promises to fund the 
World Bank’s vehicle for concessionary 
loans and of the inadequacy of the global 
banking system to deal with the problem 
of Third World indebtedness were en- 
tirely justified. While Mrs Gandhi refused 
the summit's suggestion that she should 
tour world capitals holding out a beg- 
ging bowl for aid, she agreed to go as 
the non-aligned movement's representa- 
tive to the UN General Assembly meeting 
next September. 

She will be a worthy representative. De- 
spite the contradictions within the move- 
ment, its vulnerability to the voices of its 
more radical members and the lack of di- 
rection and thrust inherent in creating a 
consensus of 101 members, she suceeded 
in undoing much of the harm caused dur- 
ing the years of the Cuban chairmanship. 
She claimed with some reason at her final 
press conference that she stood straight, 
not tilting, and that the movement was 
“back on the rails.” Already, somewhat to 
Reagan's surprise, she has proved herself 
a non-confrontationalist. 

She signalled this yet again after the 
non-aligned delegates had departed, with 
the publication of a masterly worded 


document— the “New Delhi Message” — 
which, while it yet again rehearsed the 


movement's political hobby horses, called 
for a further international economic sum- 
mit in the most reasonable, non-confron- 


tational of words, Gandhi-style (page 48). 


The fact of global interdependence is 


beginning to penetrate the minds of even 
the most conservative and the most 
socialistic of world leaders, (though unfor- 


MAY 12, 1983 e FAR EASTERN ECONOMIC REVIEW 


киналу и па» а» уса шачс ICW иноаму 
into the thinking of the US Congress). If, 
amid signs that the long years of recession 
may be bottoming out, a consensus can be 
created among the leaders of the non- 
communist world which could conceivably 
lead to the establishment of a new global 
economic order, Mrs Gandhi is probably 
the best, most realistic politician who 
could represent the Third World vis-a-vis 
the West. 

Mrs Gandhi's tragedy is that she has 
failed to produce such a consensus for 
growth within India itself. The largely dis- 
credited and corrupt rump of the Congress 
faction she rules has lost control over the 
states of South India (REVIEW, Apr. 7). 
Secessionist forces threaten the Union 
from the Punjab to West Bengal and re- 
ligious and communal tensions present in 
every state have led to a bloodbath in 
Assam. These massacres were deeply em- 
barassing to her chairmanship of the sum- 
mit, when publications carrying. photo- 
graphs of the pogrom were banned. While 
Indians suspect that she plans to prolong 
the Nehru dynasty by grooming her son 
Rajiv for the succession, and while she con- 
ducts unedifying family squabbles with 
her daughter-in-law Maneka, Sanjay's 
widow (involying the publication of scur- 
rilous allegations about the two ladies’ sex 
lives), her other main rival for power, 
leader of the Janata Party, Chandra 
Shekhar, is resorting to the methods of 
Mahatma Gandhi to protest against her 
rule. 

Setting out last January on a 4,000 kms 
march from the southern tip of India to 
Delhi, his walkathon is drawing large 
crowds whom he harangues on the grow- 
ing gap between rich and poor, the central 
government neglect of the rural areas and 
the continuing discrimination against the 
Untouchables. “How long can a society 
remain peaceful and orderly,” he asks, 
“when a mere 5% of the rich continue to 
suppress 95% of the poor?” Thus Mrs Gan- 
dhi is continually reminded of her political 
roots. 

In one sense Mrs Gandhi is not only a 
victim of the insensitivity of the West and 
the non-Gandhian compromises inherent 
in the exercise of power, she has fallen 
foul of the democratic system which is 
India’s proudest achievement. To win 
votes she has had, year after year, to make 
commitments she could not keep, bribing 
the poor with promises. Bound by her 
socialist inheritance, she has proved un- 
able to give the Indian traders, indus- 
trialists and entrepreneurs the space they 
need to create wealth (even if it is to be re- 
distributed later). The danger is that, hav- 
ing appealed to the masses of India for so 
long, she will transfer the unrealistic 
rhetoric of the poor from the hustings of 
India to the international arena. 

But in the light of the lessons she has 
learned from the Soviet occupation of Af- 
ghanistan and the moderate realism which 
she brought to her chairmanship of the 
non-aligned summit, she might yet pro- 
vide the catalyst for a new understanding 
between North and South and the creation 
of a new international economic order. 
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Gandhian idealism is- 
praised, not practised 


By Salamat Ali 

New Delhi: Some of Indian Prime Minis- 
ter Indira Gandhi's critics argue that the 
long gestation period of Sir Richard At- 
tenborough’s film, Gandhi, was at least 
partly due to Mrs Gandhi's fear that the 
film might prove embarrassing if released 
during her previous tenure as the coun- 
try's chief executive. The period of the 
Emergency, which resulted in severe cur- 
tailment of civil liberties, would not have 
been the best time for such.a screening, 
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Mrs Gandhi's critics say. The contrast, 
they point out, between lip service to the 
Mahatma and the actual implementation 
of his ideals would have been too glaring 
to pass unchallenged at that time. 

The critics further argue that Jai 
Prakash Narayan, the foremost advocate 
of Gandhian politics, was active during 
the Emergency, armed with the fer- 
vour of a late convert. More importantly, 
he was. busy forging a coalition in opposi- 


tion to Mrs Gandhi оп the platform that 
the prime minister was abandoning Gan- 
dhi's high ideals and those of the indepen- 
dence movement. The film, the critics say, 
would have boosted this campaign. But 
Narayan's death, and Mrs Gandhi's return 
to power after a brief interlude, removed 
the reasons for not finishing the project, 
the critics claim. 

These charges seem a little unfair'since 
Mrs Gandhi, was not the first post-inde- 
pendence leader to de- 
viate from Gandhi's dis- 
ciplined idealism. Most 

litical leaders who fol- 

wed Gandhi were not 
practitioners of his 
idealism, though they may 
have extolled its merits. 
Even most of Gandhi's 
closest associates did not 
share his austere lifestyle, 
his opposition to moderni- 
sation or his empathy with 
India’s masses. And the 
demands and limitations 
of governmental authority 
have not always enabled 
even Gandhi's philosophy 
of non-violence to prevail — at home or in 
India's relations with foreign govern- 
ments. 


he delay in making the epic was more 

due to financing difficulties than to any 
delay in acquiring administrative clear- 
ance from New Delhi. Since the days of 
her father, Jawaharlal Nehru, Mrs Gandhi 
had been interested in and associated with 
the project. In the final phase, when At- 
tenborough was having difficulty lining up 
rupee financing, it was Mrs Gandhi who. 
secured a third of the total cost from a 
public-sector body. 

However, not even Mrs Gandhi's 
severest critics can argue that she has so 
far exploited the film. to. promote her 
domestic political fortunes. Never slow in 
capitalising on any achievement, Mrs 
Gandhi has not yet even claimed credit for 
promoting the highly successful film on 
the so-called father of the Indian nation.. 
The opposition, which had hoped to catch 
her wasüng public money, has been si- 
lenced by the film's roaring commercial 
success abroad and the profits that India is 
to earn through its one-third equity in the 
project. 

Any domestic political gain for Mrs 
Gandhi is ruled out by the very nature of 
the film. Although praised for its artistic 
and entertainment value, the film has had 
little impact on India. Gandhi's message 
of love, peace, non-violence, simple living 
and. high thinking has long been ignored 
by India's people as well as its leaders. 
Gandhi's principles have been found too 
impractical by nearly everyone. Neither 
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` Gandhi's basic political style. 
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tion conduct their affaii S 
‘would have met Gandhi 

But the film, which was monitored at 
every stage of production by the Indian 
Government, is likely to boost India’s 
image abroad. It subtly traces the roots of 
India’s current foreign-policy stance to the 
Gandhian ideals of the independence 
movement, and it helps explain the coun- 


` try's present policies of non-alignment, 


advocacy of nuclear and general disarma- 
ment and its propensity to moralise in in- 
ternational affairs. 
India likes the world to see links be- 
tween features of its foreign poat and 
andhi be- 
lieved in finding a consensus among the 
elite; India also prefers consensus to a 
straight vote in its international dealings. 
Gandhi advocated justice for the dep- 
rived; India espouses causes such as Nami- 
bian independence; a homeland for Pales- 
tinians and the anti-apartheid campaign 
being waged against South Africa. Gandhi 
preached passive resistance and the avoi- 
dance of bitterness towards the opposi- 
tion; India avoids taking hard positions 
between rival points of view, even on such 
seemingly clear-cut issues as the Soviet 
military intervention in Afghanistan and 
the Vietnamese military intervention in 
Cambodia, and prefers a conciliatory 
rather than a confrontationist approach. 


n the Subcontinent the film caused a 

brief stir and was promptly forgotten. 
Commercially it did not rival the song- 
and-dance extravaganzas that often run 
for months in the theatres of all major In- 
dian cities. And the debates that it gener- 
ated were not on any contrast between 
Gandhian ideals and prevailing political 
norms, but on its artistic merit and alleged 
falsification of some historical events. A 
great deal of confusion was caused by a 
misunderstanding that the film was in- 


‘tended to be a record of India’s indepen- 


dence movement. It was not. 

The trouble the film faced in Madras 
when it first opened there symbolised the 
current realities of the Indian political 
panorama, which is afflicted with the caste 
system, communalism, linguistic pro- 
blems and the issue of centre-state rela- 
tions — a far cry from Gandhi's ideal so- 
ciety based on peace, love and non-vio- 
lence. The Untouchables in Madras were 
angry because the film ignored the role 
played in the independence movement by 
their leader, Dr B. R. Ambedkar, who 
later represented the Untouchables in 
India's first cabinet. The Madras protes- 
ters made their point by letting loose a few 
harmless water snakes, creating a panic at 
the film's first showing. 

The film was banned in Pakistan be- 
cause the government there objected to 
the portrayal of Mohammad Ali Jinnah — 
the so-called father of Pakistan. Pakis- 
tan's response to the film has been to 
make its own about Jinnah, and it has 
asked a British company to undertake the 
project. The ban on Gandhi led to the 
clandestine sale of the film on video cas- 
settes in major Pakistani cities. 
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ow that China’s 25-year-old com- 

munes are limping back to the party 
“cooperative system,” it should be re- 
corded that party boss Deng Xiaoping — 
back in those 1958 days when he was sec- 
retary-general — was strangely more ac- 
tive and voluble than Mao Zedong Him- 
self in originally promoting the cause of 
the communes. 

Colleague David Bonavia (REVIEW, 
Apr. 28) recalled the development of a 
Henan cooperative then called Sputnik 
(now back to its pre-commune name of 
Qiliying) as one of the first communes, 
which at once attracted Mao's attention 
and provoked his party shout: *Com- 
rades! You have at last persuaded me. I 
pledge that the party will let you have 
your wish and will give you your com- 
munes." 

It is now forgotten that Deng argued 
in September 1958 that the commune 
system achieved the two main objectives 
of the communist regime: to organise 
production and to organise living. He 
stressed the potential value of re- 
gimented versatile labour — jacks of all 
trades, literally — working locally on a 
self-supporting basis and available for 
coordinated contribution to master 


plans of national rehabilitation. 


From the outset, Deng committed 
himself in public to the extension of the 
communes to the cities with a boldness 
that matched the claims of then presi- 
dent Liu Shaoqi and surpassed the 
known opinion of Mao. “It will not be 
difficult now to solve the housing prob- 
lems in rural villages," he declared, for 
example. “The people can bake the 
bricks and tiles themselves and build the 
houses with their own hands." Timber? 
Well, they should, in the communes, 
begin to plant more trees in order to 
build wooden houses and make their 
own furniture. 

“Population in a commune should be 
concentrated at certain points to facili- 
tate mass movement from homes to dis- 
tant points for community projects," he 
argued. *Goods and services available in 
the cities should also be made available 
in rural communes. There must be no 
differences in our society." 

The university was also allotted its 
productive role in' the new Chinese 
world of communes. *A new university 
is simply a new factory," Comrade Deng 
declared. “The major tasks of a univer- 
sity from now on are three: the first is 
study, the second is production, and the 
third is scientific research. The three are 
inter-related and mutually promoting, 
and none of them should be neglected in 
our commune system." Presumably, 
Comrade Deng would prefer that that 
support for the communes should not be 
recalled today. 





I personally remember, also, support 
for the Peking-based commune move- 
ment in my first and only visit in 1957 to 
Urumqi, capital of Xinjiang, China's 
largest and most remote province, an 
Oriental *Wild West" bordering China, 
the Soviet Union and Tartary. (Xinjiang 
was formerly known as High Tartary or 
Chinese Turkestan, and had its own re- 
volution, with the creation of a pro- 
Soviet East Turkestan state and its own 
army, five years before Mao's “libera- 
tion.") 

For the first and only time, I shared 
sour and heady mare's milk with durable 
Mongolian party member Ulanfu (now 
79) and a wrinkled, intelligent, non- 
communist Tartar, Kasim Sasimbayn, 
who was then the headman of Xinjiang's 
first commune, "Marching Forward," 
registered in loyal affiliation with the Pe- 
king commune movement. 

Comrade Ulanfu (just back from 
celebration of the coronation of King 
Mahendra in Nepal) happened to be in 
Kasim's yurt (tent- 
home) when I sud- 
denly arrived to 
ask stupid foreign- 
devil questions. 
He listened — 
amused and ap- 

roving — when 

asim told me 
that, as a non-Han 
and non-commu- 
nist, he was sure 
that life and living 
in Xinjiang was improving since the 
Chinese commune cadres had moved in. 

Ulanfu himself pointed out — Kasim 
respectful and approving — that a com- 
mune “imposed only 2% tax and that the 
head of each yurt contributed only half 
of his new stock to the commune pool 
and kept the other half for himself." 

Kasim burst in with a non-capitalist 
Tartar reply to my question about com- 
mune-shared money. “Money!” he 
shouted grandly, spitting through the 
open yurt door with precision at.a tree- 
stump, 12 ft away. "What is money? 
Only something to spend. Look, we 
have the cattle. And women . . ." he 
added, as some pretty girls passed by. 
Ulanfu clapped in agreement. 

I must say I liked Ulanfu. He was 
clearly a Mongol first and a commune- 
backer second. Maybe, like Deng, he 
has learned from experience and now 
disapproves of communes, while still ap- 
proving of communism. 

(May I respectfully acknowledge that 
most of these quotes are from a dull but 
documented book written by someone 
called Richard Hughes, The Chinese 
Communes, the Bodley Head, London, 
1960, reprinted 1961.) 
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“Iam the worlds first 
real traveller yet 
Inever dreamed such 


wonders could exist? 
Marco Polo 





ARCO POLO was the world’s first real traveller. 

He discovered the best of East and West. 

And his secret is now ours. 

So, for the real traveller, there is only one airline. 
One that takes the best the world has to offer, 
the best of East and West, and fashions it uniquely. 

Cathay Pacific. 

The independent British airline with its head- 
quarters in Asia. 

The airline that has chosen Marco Polo as its 
inspiration. 

He knew that Asian hospitality has no rival. So 
your travelling companions aboard Cathay Pacific are 
chosen from the grace and beauty of nine Asian lands. | 

He would pee journeying in such experi- 
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by the dependability of Rolls-Royce engines. 
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in order to better manage our worldwide growth, 
and chose to retain the Victor name. 

With our change of name, Victor compu- 
ters will be sold and serviced worldwide. 

Which means that your business in 
Bangkok and your branch in Bonn can 
use the same machines, communicating 
between computers over normal telephone lines. 


MORE FOR LESS. More main memory for 
your investment (up to almost 1 million characters). 
More memory storage (up to 11.2 million characters 
with our optional hard disk). 


Ergonomic design. Full communications and net- 


working capabilities. 

Two operating systems that allow you to take 
full advantage of Victor's full library of software. And 
more... for less: typical price $4000 ex VAT (price may 
vary according to country). 


YOUR LANGUAGE, NOT OURS. Victor 
computers come with a wide variety of keyboards that 
are specific to the world's major nations and languages. 


FRIENDLY. Victor's hardware and business soft- 
ware programs have been specifically designed to give 
you a simple yet powerful working environment. 

A computer that can be configured your way. 

A computer that offers business, professional and 
commercial software programs in your language... not 
the computer's. 

It's so friendly, it can even talk to you. Ask your Victor 
dealer fora list of the more than 900 available programs. 
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QUALITY WITH SERVICE. For 66 years, the 
Victor name has been a synonym for the highest quality 
in business and office machines. 

Now it has become a synonym for the price and 
performance leader among 16-bit desktop business 
computers. Worldwide. 


SEE FOR YOURSELF. Visityour Victor dealer 
or distributor. Ask for a complete demonstration of the 
business computer that offers unequalled price and 
performance. 
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How Sadat sealed his own fate 


Autumn of Fury: The Assassination of 
Sadat by hamed Heikal. Andre 
Deutsch. £10.95 (US$17.25). 


WHEN president Anwar Sadat was gun- 
ned down by Islamic army officers at a 
military parade on October 6, 1981, many, 
especially in the West, expressed concern 
that Egypt would go the way of Iran. The 
fact that the country is more stable now 
highlights what may come to be seen as the 
almost peripheral nature of the Sadat re- 
gime. It was long on gesture but short on 
substance. 

Such is the verdict of this forcefully writ- 
ten book. The author, a former close con- 
fidant of Egyptian leader Gamal Abdel 
Nasser and described correctly in the 
cover blurb as the Arab world’s most in- 
fluential living journalist, chronicles how 
Sadat, the hero of the West after his his- 
toric visit to Jerusalem, became com- 
pletely isolated within his own country. 

As a hatchet job it succeeds. Yet Hei- 
kal, though he was personally rounded up 
in the mass arrests which Sadat ordered 
just a month before his death, never lets 
bitterness intervene. The tone is rather al- 
most condescending as he describes how 
this ultimately vain man, with an actor's 
sense of the dramatic, increasingly re- 
treated into his own fanatasy world. The 
neglected second son from humble origins, 
acutely self-conscious of his negroid ap- 
pearance, who grew up to compare him- 
self with the pharaohs, is well and truly cut 
down to size. 


On Sadat’s political record, Heikai can 
see little gained and much lost. In his first 
major international act — the expulsion of 
the Soviet advisers in 1971 — Sadat acted 
alone, not wanting to share the limelight. 
Heikal quotes Henry Kissinger's later 
comment: “Why didn't he tell us what he 
was going to do? We would have paid well 
for it." The initial military success of the 
October 1973 war against Israel took 
Sadat by surprise as much as everybody 
else., But instead © of 
capitalising on his advan- 
tage faced with a united 
Arab world and the West 
quaking under the oil 
threat, Sadat threw away all 
his cards in his rush to do a 
deal with the United States, 
resulting in the Camp David 
accords, about which Hei- 
kal is particularly scathing. 

Sadat, by his action, he 
argues, managed to split the 
Arab world just at a time 
when the oil weapon had 
made it more powerful than ever before. 
Yetintermsofhard Realpolitik asopposed 
to media coverage Sadat gained little, save 
Sinai, and Israeli Prime Minister Mena- 
chem Begin gained a lot. Israel's main 
enemy was effectively neutralised, allow- 
ing Begin to consolidate his position to the 
north. 

Heikal is surely right when he argues 
that Israel would never have dared to 
commit 100,000 troops to the invasion of 


Sadat: little gained. 





Lebanon unless it had been sure of its — 


southern border. And the fact that the 
Arab countries. ‘proved so impotent 
against Begin's naked aggression showed 
just how Balkanised they had become. 


But perhaps Heikal's most telling point i$ - 


Sadat's plain naivety. He seemed to hope 
that the US would put Egypt's interests 
before Israel's. Heikal writes: “By switch- 
ing to America as Egypt's source of arms 
Sadat ensured that there would never be 
any alternative to negotiating with Israel." 

Domestically, Sadat bequeathed a le- 


gacy of economic mismanagement. Oil - 
money fuelled a speculative boom and in- — — 


flation while the national debt mounted. 
International Monetary 
Fund-prompted retrench- 
ment in the form of cuts in 
food subsidies led to the 
food riots in January 1977, 
and Sadat, badly shaken, 


people had died. 
friends — the regime saw an 
increasingly overt Ameri- 


resentment, especially in re- 


NANO TIMES 


kal devotes one chapter to five case his- 
tories of individuals who got rich quick by 


exploiting their contacts during the Sadat _ 


era. One of these is Esmat Sadat, the pre- 
sident’s own brother, now in prison with 
three of his sons. Given such abuse, a 
reaction from Islamic fundamentalists was 
perhaps inevitable, and it was from this 
quarter that Sadat's fate was sealed. 

— CHRISTOPHER WOOD 





A tribute to those who stayed behind 


Tapotchau by Don Jones, translated by 
Sasamu Nakamura. Shodensa Pub- 
lishing, Tokyo. Y 1,000 (US$4.25). 


THIS is the tale of a Japanese “war hero" 
in Saipan, written by his former enemy. 
The hero, Capt. Sakae Oba, led 150 sol- 
diers and protected 180 civilians on the 
highest mountain of the small tropical is- 
land called Tapotchau that is part of the 
Saipan group. According to the author, 
Oba and his force continued to fight Ame- 
rican troops for 16 months after 30,000 
other soldiers of the Imperial Japanese 
Army were crushed by the Americans in 
the summer of 1944. 

Jones was a young United States 
Marine sergeant there, and could not 
forget the courage of Oba, who initially 
led a medical troop in a rear staging area. 
He was ordered to move to the front as an 
infantry unit and to join the final charge. It 
was a massacre more than a battle. Of his 
original contingent, Oba escaped with 


five. He found other stragglers and civi- 
lians hiding in the jungles. 

Gradually, he organised them into a ter- 
ritory four miles by five miles, eventually 
recruiting 300 Japanese. It took four 
months for American guards to realise 
there was an organised band of Japanese 
soldiers and civilians in the area. A large 
mopping-up operation in November 1944 
captured only 17 civilians. The Americans 
resorted to starvation tactics, and a bounty 
of US$3,000 was put on Oba's head. 

Oba eventually ordered Japanese civi- 
lians to surrender in March, but his own 
troops remained in the jungles. A month 
later he lost 100 men in a major battle with 
an American mopping-up party. He con- 
tinued to struggle, however, until he re- 
ceived an order from a Japanese general 
to surrender. 

On December 1, 1945, Oba and his sur- 
viving 46 men marched single-file down a 
mountain path, singing war songs as they 
stacked their weapons. Jones writes that it 


was "an exciting show" for the US sol- 


diers. Why were Jones and other Ameri- 
cans in Saipan so impressed with Oba? 
Probably because he stood in sharp con- 
trast to their view of the enemy in, for 
example, banzai attacks. They also ad- 
mired his courage and will to survive 
against great odds. 

However, Jones does not adequately 
describe for readers how serious an enemy 
Oba and his band may have been for the 
Americans then. There is little about the 


had to back down after 160 _ 
Asinlran—theshahand - 

Sadat were, of course, good | 

can presence, and resulting — 


ligious circles. There was | 
also gross conspicuous consumption. Hei- - 


strategies behind the US mopping-up op- — — 


erations, persuasive tactics or tricks to 
trap Oba and his men. In addition, Jones 
stresses fictional descriptions too much, 
particularly in trying to sketch the 
psychological motivation of Oba. 

Jones, currently a press attache at the 
US Embassy in Islamabad, claims he is at- 
tempting to inspire young Japanese, who 
may know Saipan only as a coral-and-sand 
honeymoon haven, to recall their national 
pride and to honour the courage of a Ja- 
panese soldier. Generally, though, he 
does not succeed in his effort. 

— KANJI TAKAMASU 
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_ By Richard Nations 
_ Washington: The North-South dialogue 
took an unexpected turn here last month 
~ whena new agenda — and perhaps a more 
feasible one — emerged which may guide 
. negotiations between industrialised and 
. developing countries towards sustaining 
E. the recovery of the world economy. The 
| Occasion was the 21st semi-annual meeting 
— (April 28-29) of the so-called Develop- 
‘ment Committee, a group of 22 of the 
— world's finance ministers brought together 
| under the auspices of the World Bank and 
_ the International Monetary Fund and this 
year chaired by Pakistan's Finance Minis- 
ter Ghulam Ishaq Khan. 
... The Development Committee is a com- 
` promise group between the narrow group 
Of world leaders who met at the Cancun 
ummit and the rather unwieldy United 
— Nations. It comprises representatives of 
. both sides — some of them representing 
- groups of countries rather than single na- 
. tions. Hitherto the committee has been a 
.. minor actor in North-South politics. But at 
_ the latest meeting it placed itself in the 
. mainstream of international economics 
| with a new mandate from its member gov- 
 ernments to coordinate the policies of the 
IMF and General Agreement on Tariffs 
. and Trade (Gatt). 
= Behind the move is a search by the ad- 
- ministration of United States President 
— Ronald Reagan for a wider strategy to 
4 reinforce the world economy through link- 
- ing global trade and finance policies, 
hitherto dealt with almost independently 
. of one another at the international level. 
. There is a growing awareness among 
— Reagan officials that the tentative re- 
. Covery of the US economy — on which the 
— 1984 elections will probably turn — re- 
| mains vulnerable not only to Third World 
— debt crises but also to the sclerotic effect 
. on international trade of creeping protec- 
tionism. 
= The imperatives of domestic politics 
. have thus obliged the White House to 
_ study the mechanisms of global inter- 
. dependence. This marks an almost total 
= reversal of its outlook two-and-a-half 
=~ years ago, when the present administra- 
tion took office. 
The Development Committee's new 
mandate is spelled out in paragraph 12 of 
-. the communique, which charges the IMF 
. and the World Bank “to collaborate with 
— Gatt in keeping under careful review . . . 
` the progress made, including inter alia the 
.. dismantling of [trade] barriers." As a re- 
sult, Khan said, “the committee will be 
|. playing an active role in the areas of those 
critical linkages between trade, debt and 
capital flows." 
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The language of this paragraph, how- 
ever, is so close to that of recent policy 
speeches by Reagan administration offi- 
cials that it is hard to escape the impression 
of Washington's overriding influence in 
formulating the committee's new man- 
date. “The inter-relationship of trade and 
finance issues has been ignored for too 
long,” US Deputy Secretary of the Treas- 
ury R. Tim McNamar told the US Council 
of Foreign Relations on April 13. “It is un- 
fortunate that the severe debt-servicing 
problems of many developing countries 
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Khan: an active role. 


have had to serve asa catalyst to remind us 
of the importance of this linkage." 

Washington wants very urgently to put 
the relations between less-developed- 
country (LDC) debt and trade liberalisa- 
tion on the international agenda. Recently 
US Treasury Secretary Donald Regan an- 
nounced a joint meeting of trade and fi- 
nance ministers from the seven major in- 
dustrialised nations to be held after the 
Organisation for Economic Cooperation 
and Development ministerial meeting on 
May 9-10. This is designed to prepare the 
ground for the Williamsburg economic 
summit at the end of May at which the US 
plans to propose measures to promote 
greater Gatt/IMF/World Bank coopera- 
tion. (While North-South issues will re- 
ceive attention at Williamsburg, discussion 
is likely to be dominated by international 
monetary issues such as interest and ex- 
change rates.) 

The idea of giving the IMF/World Bank 
a greater say in Gatt policies makes sense 


Getting the message 


from Washington's point of view for a 
number of reasons: 

» The Reagan administration was frus- 
trated to discover at the Gatt ministerial 
meeting last November in Geneva that the 
"one  country-one vote" principle 
minimises the influence of the conserva- 
tive industrial powers; in contrast, the 
weighted voting system of the IMF/World 
Bank better reflects international 
economic power. 

» The loans that the fund and the bank 
make to developing countries give these 
institutions leverage over LDC policies 
which Gatt — a forum structured along the 
lines of the United Nations General As- 
sembly — does not have. 

» The fund and the bank seem more in 
tune with the Reagan administration's 
free-trade doctrines, while Gatt is viewed 
here as fostering what Washington sees as 
the protectionist tendencies of LDCs. 


y comparison with earlier Reagan ad- 

ministration statements on North- 
South problems, McNamar’s speech ap- 
peared to be a model of sanity and realism. 
The intricate interdependence of the 
global economy jeopardises a sustainable 
recovery, he said, unless adequate atten- 
tion is paid to the relationship between 
growth of world trade and financial flows 
to the Third World. The industrialised 
countries should not practise protectionism 
because this would impede recovery; in- 
stead they should encourage exports from 
the. developing countries because this 
alone sustains the creditworthiness neces- 
sary to attract commercial finance. 

y the same token, the LDCs should 
not try to adjust to declining credit flows 
from the commercial banks by restricting 
imports from the industrialised countries. 
It is in everyone's interest to maintain 
open markets and substantial credit flows. 

No one can fault the logic of this ap- 
proach. But delegates from some Asian 
countries are concerned that the Develop- 
ment Committee's new role is simply an 
attempt by Washington to revive efforts to 
liberalise the trade in services, communi- 
cations, high technology and agricultural 
commodities in which the US enjoys a 
clear comparative advantage. 

This programme ran into a stone wall of 
opposition from Europe and the Third 
World in Geneva last November and there 
is apprehension that now it may be forced 
on the developing world with the sanction 
of World Bank and IMF loans. Develop- 
ing countries enjoy no corresponding 
leverage to prevent governments in the in- 
dustrialised countries from yielding to pro- 
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tectionist lobbies against imports of foot- 
wear, textiles and electronic goods from 
more efficient Third World producers. 
"The developing countries have found 
to their cost that while the virtues of free 
trade are preached to them, the practice is 
often that their access to markets of the de- 
veloped world are increasingly being re- 
stricted." The Indian representative, M. 
Narasimham, told a closed-door session of 
the Development Committee on April 28. 
“I cannot conceal our apprehension that 
the projected involvement of the fund and 
the bank in the area of trade policy might 
create the potential for further asymmetry 
in trading relationships.” This is because 
the IMF and the World Bank have little in- 
fluence over the industrial countries, while 
they have “indeed the capacity and lever- 
age to focus оп policies in the developing 
countries if for no other reason than that 
they provide them financial support.” 


The non-aligned summit: a moderate message. 





in supporting this aspect of the New Delhi 
declaration which was in fact quietly set 
aside at the so-called Group of 77 —a UN 
body now actually comprising some 130 
countries — meeting in Buenos Aires in 
April. Many of the big-debtor Latin Ame- 
rican countries (which were not present at 
the New Delhi summit) fear that political 
posturing among the Third World coun- 
tries will upset the delicate balance of the 
world financial markets at amoment when 
US banks are only reluctantly maintaining 
a limited exposure in South America. The 
Development Committee did not even dis- 
cuss the New Delhi initiative and declared 
instead that the IMF-led mechanism de- 
veloped to forestall Third World defaults 
was good enough, 

Restructuring of the international 
monetary and financial system aside, there 
is increasing common ground between the 
non-aligned movement and the developed 








Not everyone, however, views the new 
linkage between trade and finance as 
necessarily to the developing world’s dis- 
advantage. Some observers point out that 
it opens up real opportunities to bring the 
North-South dialogue down to earth and 
improve both commercial and conces- 
sional credit flows, one of the developing 
countries’ principal concerns. 


Е developing-country finance minis- 
ters expressed little faith in traditional 
Third World prescriptions for global re- 
form, despite the recent call by the New 
Delhi non-aligned summit (REVIEW, Mar. 
24) for a new “Bretton Woods” meeting to 
restructure global debt. Ideas for a debt 
moratorium are “floating around at an in- 
tellectual level,” Khan remarked with un- 
usual asperity. “But tell me if it would be at 
all possible to create some agency that can 
handle US$700 billion” of Third World 
debt. 

The Third World is far from unanimous 
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countries on the way to tackle global reces- 
sion. The recently released “New Delhi 
Message" following the March non- 
aligned summit is largely devoid of 
rhetoric in its comments on the world 
economic crisis. ‘ 

Its assertion, for example, that the 
“economic revival of the North is simply 
not possible without the economic survival 
of the South,” echoes the sentiments 
which World Bank president A. W. (Tom) 
Clausen’ has emphasised in recent 
speeches. Likewise, the . non-aligned 
group's demand that "special emphasis be 
placed on enabling developing countries 
to solve their acute balance-of-payments 
problems" is in line with the Development 
Committee's realisation of the need to link 
trade and finance issues. 

There is a certain logic in the Develop- 
ment Committee's idea now of linking 
trade and finance, which holds out the 
prospect of a."new deal" in North-South 
relations, one observer noted. The US 











wants the Third World to reduce barriers 
to its service industries and the European 
Economic Community to remove sub- 
sidies to its agricultural exports. But the 
LDCs together with many European coun- 
tries are urgingtlie Reagan administration 
to be more flexible on concessional flows 
— Official aid, special drawing rights 
(SDRs) allocations and support for the 
World Bank's soft-loan window, the Inter- 
national Development Association (IDA ). 


egan gave no hint to the Development 

Committee that he wishes to encourage 
such a new North-South deal, and indeed 
Third World delegates found his remarks 
as discouraging as ever. But World Bank 
officials point to unexpected gains from 
the Development Committee meeting car- 
rying the Reagan administration's indirect 
endorsement: 
» The World Bank got the green light to 
propose next September both a capital in- 
crease in the 50% range as well as a new 
five-year plan for 5% a year increase in 
spending beginning 1985. 
> Negotiations. over the seventh re- 
plenishment of the IDA will be conducted 
in the light of China's needs as well as the 
desperate condition of sub-Saharan Africa 
— a new formulation which restores some 
hope fora real increase over the US$12 bil- 
lion pledged for IDA 6. 
» The communique recognised a need to 
maintain positive net financial flows to the 
developing world, a commitment read by 
officials here as a renewal of the type of 
pledge made in the early 1970s. 

These may be nothing more than straws 
in the wind and it remains to be seen whe- 
ther they portend a shift by the Reagan 
administration away from orthodox 
monetarism towards reflation of the global 
economy in order to support the recovery 
in the US. Certainly, recent public state- 
ments by Reagan officials betray increas- 
ing apprehension that the simultaneous 
deflation of too many Third World 
economies reduces the demand for indus- 
trial-country exports and thus threatens 
their prospects for recovery. 

“Fully 8.4% of the US gross national 
product is devoted to exports and 27% of 
that goes to the LDCs,” McNamar said on 
April 13. “Europe and Japan are even 
more dependent on such exports.” 

Morcover, Reagan recently told a con- 
gressional committee that the US is now 
prepared to consider the Third World de- 
mand for an SDR allocation, a move 
which many argue would stimulate world 
trade; and there are indications that the 
US may reconsider itsearlier opposition to 
the fund borrowing on private markets to 
increase its resources. Such moves could 
point towards a new willingness to liberalise 
financial flows to the LDCs both to sustain 
world trade and reward open markets. 
Otherwise, the. Development Commit- 
tee's new mandate may hold little promise 
of anything concrete for the developing 
world. 





4 con ntracting parties, t 

eral" problem. This provision was in- 
vokéd by the EEC in'a move that sur- 
prised тапу since. the community itself 
| has always been considered the most pro- 

tectionist of all industrialised economies. 

In. agreeing to a ceasefire, the Japanese 
and: EEC ambassadors to 'Gatt stressed 
the need to strengthen the trade body by 
sticking to the decisions.of the November 
Gatt ministerial session rather than divid-: 
ing it over issues that can best be handled 
bilaterally. However, the EEC's request. © 
for the multilateral probe has not actually 
been withdrawn. While the community 
has agreed to bilateral talks under a mutu- 
ally acceptable procedure, it reserves the 
right to ask that its shelved request be put 
back on the agenda at any time. u 


EEC agree | lo helve its bid for a multilateral body 
robe eom ; jnetrating the Japanese market 
















ssels: The expected outbreak of hos- | cially in the light of Tokyo's recent series 
es between the European Economic | of measures aimed at providing foreign 
omrmunity: and Japan over the Euro- | goods with better access to its market. The 
ans’ earlier bid to have the General | community had complained that expor- 
greement on Тагі айа Trade (Gatt) | ters have failed to benefit from бай 
uncil convene a multilateral group to | negotiations fora freer global trade. It ar- 
into complaints that the Japanese | gued that though Japan had taken part in 
t is inaccessible to. non-Japanese | these talks, it remained difficult to pene- 
oods has been averted, trate as a market for exports. The EEC, 
ust before the Gatt Council opened a | nursing a trade kasd which has averaged 
ng on the issue in Geneva on April | US$10 billiof a-year over the past three 
the two parties agreed to continue in- | years, views this with great concern. 

ead their bilateral discussions — espe- The EEC Mind bilateral consulta- 
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ia mports. Chemical Bank sees the US re- 
‚| Malaysian branches í a 5 бус | covery as being both broadly based and 
ate customers. In : .| sustainable, апа .expects Singapore's 
REVIEW, Apr..14) and the subsequent juash: "s тош : manufacturing sector to ca 
ring up of the Singapore dollar by the $50 million from foreign- ange re-..|-rapidly than in other projection 
nétary Authority of Singapore (MAS). e | currency | Because Singapore p rodu; 51 
е devaluation — 27.6% against the US -é 1 
dollar — will have a tnajor impact on the t 
sizable (but largely undocumented) trade - : .| patterns and: thus feels bot the 
between the two countries. The im- future. stetan see itd e point i iH land negative effects mo: 
mediate effect, analysts estimate, will bea | exercise. According to the © т ign- gh there are no figür 
decline in Singapore’ s export competitive- : change manager of a-n tional | ces point to à pronou 
ness within Indonesia while imports from | bank: “The MAS policy is ee to keep | new export orders by Ame ca an 
here (with the exception of crude. oil) [movements of the] Singapore dollar 
should increase substantially. ged to the US dollar or slightly belo | t 
< As Singapore's trade deficit widened by | gapore has everything to gain from a |. 296 inctease in the amount of 
4% to a record $$16 billion (US$7.66 bil- | healthy, sound. currency and a lot to lose: || ind advances to the manufacturing 
on) in 1982 the devaluation was, overall, | from being perceived as an unstable cur- | sectoroverthe first two months of the year 
"popular: Perhaps the most disconcert- | rency in which to invest." as against the final two months of 1982. 
g effect will be on Singapore's enormous What is becoming increasingly clear is 
uris industry, which has already taken а Ithough there are more optimistic | that Singapore can no longer depend on à 
onsiderable batterin the recession. forecasts, Singapore will do well to | resilient domestic sector to pull the econ- 
ourism is reported to be down over the | match last year's modest inflation-adjusted | omy along as it did in 1982. Construction, 
‘two months of the year by 5.596, large- | growth rate of 6.3%. The figure men- | the major factor in the domestic sector, 
owing to slackening Indonesian arrivals | tioned most often in economic forecasts is grew at the astounding rate of 36% and its 
ch declined 25% over the same period. | 4-595. But both official and private-sec- | contribution to overall growth jumped to 
is decline is thought to be a direct result. | tor analysts pin economic expansion on | 26% from 8% in 1981. Although construc- 
f Indonesia's increased exit tax. Figures | the viability of the United States recovery | tion activity is expected to be considerable 
о not as yet reflect the devaluation. while taking into account continued stag- | in 1983, building starts should peak by 
n the other side of the coin, Singa- | nation in Western Europe. Economic | mid-year and decline during the latter 
'pore's direct investment in Indonesia is | growth in the US must average 4% forthe | half. Work on the mass rapid transit rail 
projected to expand, particularly in the | year to prevent Singapore from slipping system should begin too late in the year to 
more. тароша ау industries which | beneath last year’s level. have any noticeable impact. ^ 
At the samé time markets will have to As for government finances, in view of 
be found to make up for the shortfall of | the official. expectation of slower 
European Economic Community exports, || economic growth, revenue is projected to 
; се | | which suffered а growth-rate d of |- decline by 4,8% in 1983. Government ex- 
3.9% in 1982 í 5 or materi 11.1% in 1982. Unless a worldwide re- | penditure for fiscal-1983 (which began in 
<input costs. р З ae sponse to the US recovery is generated April): will: increase by. а considerable 
cts | quickly, this will be difficult. 118.4%. If government forecasts prove ac- 
There are certain positive indications | , this will result in a budgetary de- 
1 oft thi or i : ' $3.7 billion compared with S 
pore dollar by anywhei 5% to 15%: | ri proje 4f these are sus- | billion in fiscal DM ^C JON SIKES 
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a уса ofa dichüivement: The Group 
is soundly positioned both in. 
capital and capability to take 
| advantage of any upturn.” — 
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| ts with the con- - 
heréby Japanese private funds 
ea ng overseas usually end up in foreign 
nd markets while foreign private funds 
usually invested in Japanese equities. 
1e growth of foreign interest in Japan- 
onds is readily apparent. In fiscal 
9, foreigners accounted for only 3.3% 
trading in medium- and long-term 
ds as reported by Japanese brokerage 
ousés. Also prior to 1979, foreigners 
ere prohibited from participating in the 
saki (bond repurchase) market which ` 
ong with the certificate of deposit (CD) 
arket, represents Japan's. closest ap- 
roximation to trading іп short-term in-- 
ruments. By contrast, foreigners now ac- 
эш for more than 10% of gensaki mar- 
trades and (in the first half of fiscal 
82) 7.1% -of medium- and Төнен 
ond trading in Ја 





central bank, would purchase bonds from 
:the banks within one year of their issue, 
, But when government issues began to 
surpass a tolerable growth in the money 
supply, the central bank quit purchasing 
new bonds automatically and would take 
‘only a certain amount at its discretion. 
City banks were then allowed to sell gov- 
ernment bonds, ip the secondary market 
after a certain holding period (currently 
three months). There was no problem in 
this arrangement as long as the yield on is- 
sues approximated the yields in the secon- 
dary market. Е 

Underwriters, especially banks which 


absorb 80-90% of long-term (10-year) 
government bonds, began to object 


'strongly when (as bond prices fell) secon- 


| dary-market.. yields... rose -substantially 


above the levels at which the Ministry of 


- Finance was seeking to make new issues: 


Recently, banks had to take large losses 


on their portfolios of government bonds | 
when the prices.of these declined sharply 


1d: in trading. In fiscal 1979 and 1980, for 


apan’s market tt 
Britain while remaining some 1 






















(US$237.7 73 billion) while that of ген 
s ¥280 trillion (US$1.17 trillion) and | 
at of the US was roughly US$8 trillion in 
1982. From a relatively late start, the Ja- 
government-borid, . “market is: 
aturing quickly. 

he market has been a strained mar- 


led by the government and a secondary 
ket. essentially determined by supply 
demand. The two operating. simul- 
eously have created distortions in in- 
rest rates and peculiar contours in the 
supply and variety of bonds: This has been 
a major deterrent to foreign investors as 
€y compare different bond markets for 
ld, variety of instruments, resaleability 
id volatility. 

»e source of much of the trouble is the 
government, which insists on keeping con- 
rol of the primary market partly out of a 
desire to finance its own debt cheaply. 
Each month the government negotiates 
(confidentially) the terms and conditions 








ge between a primary market-mainly | 









its bond issues with financial institu- 

jons led by the so-called “city” (commer-- 
il) banks. The government holds the. 
per hand in these negotiations, the 





с time banks ¢ 
whatever iss 
ht, bécause th 





example, the bonds held by allbanks were 


| written down by more than- X800 billion 
'| with the permission of the tax authorities, 


In February, there was an uncharac- 
teristic revolt: the ест іп yield pe 


Negotiations | for subsequi nt 


| months were also protrac 































first time the banks ‘began to retail long- 





Jess than. one 








| А view from: the window: 


1 was significant because 


term government bonds to the general 
public. 

The influence on the secondary market: 
of this arrangement between the govern: 
ment and banks is complex, asthe govern- 
ment also has a hand in setting other in- 
vestment rates such as time.deposits and. 
post-office. savings accounts. As things 
stand, the banks act as a buffer between. 
the two markets, absorbing distortions by: 
their. considerable resources — resources 
that are augmented by government regu- 
lations protecting the banks’ cost of funds - 
and their lending markets. Without this 
arrangement the government would have 
to sell its bonds bya auction. i 





he government i is. also the key to the: 
limited range of bonds, especially in 

short-term bi tissue bonds of 
urity except in ex- 
treme! rare саѕеѕ and only in denomina- 
tions attractive-mainly to foreign central , 
banks. Analysts at- Nippon Kangyo . 
Kakumaru | » suggest that, if the. 
government floated issues with less than. 
one-year maturity, similar to US treasury 
bills, there would be a rapid drain of bank. 
time deposits as well as a crowding-out of 
debentures issued by certain types of Ja- 
panese banks. The ‘availability of short- 
term bonds would also makeit difficult for 
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Banks. аге: eager for the extra business. bond sales- 
will bring, though the profit margin will be low 


Tokyo: As from April 9, Japan’s 13 city 
banks (principal: commercial banks) 
were finally allowed to sell long-term 


(10-year) government bonds to the gen-. 


eral public through their teller windows. 
By the end of this year or early next year, 
it is highly probable that banks will also 
| be able to sell medium-term bonds (two- 
to-five years) and, perhaps in two more 
years, deal in the secondary market. 
This marks the elimination of one of 
the most. significant. barriers between 
banks and securities houses and it should 
mean a much wider propagation of 
bonds among segments of the Japanese 
public that still cling to bank time depo- 
sits and postal savings accounts as their 





















allow the government to tap a larger 
market for its bonds and will also lead 
perhaps to greater individual participa- 
tion in the secondary market, with the 


primary means of investments. 1t will. 


| 









dows carries a 7.596 coupon at a price of 
98 giving a yield of 7.857% a year. Banks 
have not made a big fuss about the occa- _ 
sion, though in the first 12 days of trad- 
ing they sold ¥33.6 billion (US$142.1 


million) of bonds to the public— slightly С 


above target. There are an estimated 
20,000 bank branches around the coun- 
try compared to only.about2,000 forsec- _ 
urities houses. Banks also carry a better _ 
image of safety. This image and the.con-. . 
venience of locations should give banks 
an overwhelming edge in their tug-of- 


"war with securities companies for the 


bond-retailing business. - n 
Initially, the banks do not expect 
much profit from the 1 issi 






sales of long-term govern 





































instruments would 
of subscribers in m: Ses, o 
The system works, hough i ima skewed 
manner, because. distortions in one area 
are compensated by warps in another. 
One example is the niche to which the six 
banks allowed to issue debentures have 
become accustomed. These include the 
Industrial Bank of Japan, the Long-Term 
Credit Bank, the f Tokyo and the 
Norin-Chukin В; of which serve a 
specific. purpos s providing credit 
to farmers or financing trade. 
Such banks are authorised to issue dis- 
count and coupon-bearing bonds, includ- 
ing those with one-year maturity. Their 
bonds are floated and traded sometimes at 
coupons (nominal yields) below govern- 
ment bonds — 10maly, since it is usual 
for government bonds in an economy to 
have the lowest yields, reflecting their 
safety. These bonds have been popular 
because of the sez rcity of bills with one- to 
five-year mat . Another part of their 
allure is the by tax dodgers to remain 
anonymous. 1 collecting interest. In- 
stead they simply pay withholding tax of 
16% upon purchase. Without the govern- 
ment's moderation in entering the one- to 
five-year maturity market and its toler- 
ance on the tax angle, the debentures of 
these banks would lose favour. 

Wherever the government. has un- 
leashed. free-market forces in the bond 
market, the private sector has quickly got 
into the act. "wo examples are the growth 
in the markets for medium-term govern- 
ment bonds and gensaki. The government 
introduced medium-term bonds (two- , 




































scriptions by banks will be absorbed by | 
individual bank customers. At least this | 
is an improvement over the earlier situa- | 
tion in which banks were unable to pass | 
on any part of their subscription until : 
three months had passed, and only then | 
to the more demanding secondary mar- | 
ket. | 

For now, the main reason banks are | 
happy about being allowed to sell gov- | 
emment bonds despite the initial low | 
profitability is because it keeps custom- | 
ers and their funds within the banking | 
system and away from securities com- | 
panies. The securities houses themselves | 
liave not profited greatly from retailing | 
bonds in small lots at their branches, but | 
` they have promoted bonds to attract cus- | 
‘tomers from banks. 

As one broker said: “Selling bonds al- 
lowed us to open contact with an inves- 
tor. It gave us an opportunity to per- 
suade him at some point to shift his funds 
* perhaps to the stockmarket.” For banks 
there is the possibility that there may be 
a major shift from time deposits to bonds 
sold at another window — at substantial 
loss to bank profitability — but this kind | 
of danger existed anyway as long as | 
securities companies posed a threat by | 
their marketing of bonds. | 

— HIKARU KERNS | 
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three- and four-year maturities) for sale 
by auction in 1978. These were especíally 
appealing to securities companies who 
found ready clients among individual in- 
vestors. In the past eight months, secu- 
rities companies have aggressively outbid 
the banks, subscribing on average to more 
than 9075 of issues. Since the first flotation 
of ¥1 trillion in 1978, the outstanding 
amount of medium-term government 
bonds has grown to ¥7.8 trillion in 1983, 
while the outstanding amount of long- 
term. government bonds over the same 
period has not quite doubled to reach 
X 6.225 trillion. 


he second example is gensaki, 

most convenient and widely available 
short-term money market. It is actively 
used by brokers to fund their positions and 
by foreigners to park their money for cur- 
rency investment. Generally free of gov- 
ernment determination of rates, gensaki 
trading in the 1970s accounted for more 
than 50% of total bond trading, rising 
from ¥20.48 trillion in 1974 to a peak of 
¥ 156 trillion in 1980, according to Daiwa 
Securities. (Recently, their popularity has 
declined slightly in favour of the CD mar- 
ket because of the burden of a transaction 
tax.) Gensaki transaction rates have fluc- 
tuated greatly. In the past three years, 
gensaki rates fluctuated between monthly 
averages of 6.38% to 12% for three- 
month agreements. By comparison, gov- 
ernment-bond yields generally stayed in a 
range of 7.5- 1095. 

Meanwhile, big changesare taking place 
that are pulling the Japanese market to- 
wards standards found in New York and 
London. For one thing, the government 
will be unable to sustain an artificial in- 
terest-raté structure and limit the variety 
of instruments as long as it continues to re- 
quire ever increasing amounts of money 
from the market to fund its budget deficit. 
The gap between yields in the primary and 
secondary markets may not be tolerated 
much longer by financial institutions, 
which have limited capacity to absorb the 
loss this implies, at least in opportunity 
cost. In the current fiscal year it is esti- 
mated. that the government. must float a 








the |. 


next five’ years, and i that time 
ernment will probably need to float 
bonds simply to retire those matui 
There have been stop-gap incentives 
' much negotiation to placate city 
but it is inevitable that the gover 
will hàve to pay more forits funds and pe 
mit greater flexibility in instruments. 
| - In the past few months there have! 
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CONSIDER THESE BENEFITS: 
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old before maturity initially the bonds- 


06% a year, a higher rate than the 


er ment wanted to pay banks. This: 


ibility is probably an irreversible trend 
| could lead in time to the virtual lifting 
its controls over interest rates. 
| mplaint often heard in the Ja- 
inese bond market concerns the lack of 
Пану, or marketability, of all but the 
- popular long-term government 
This applies also to non-govern- 
nt bonds суеп though most corporate 
ds.have mortgages attached, and 
erwriters or sponsoring banks infor- 
ly back the creditworthiness of issuers. 
ow-coupon bonds are avoided by insur- 
nce companies, which are among the. 
irgest bond investors, because of their 
eference for interest income and their 
serve requirements on capital. gains. 
here is also a curious Japanese bias 
gainst bonds traded over par value. 
mong the least liquid are so-called 
"Trading in them is particu- 
thin even though foreign investors do 
ave to pay the 10% withholding tax 



































































okyo: Samürai bonds — yen-denomi- 
ated issues made in Japan by foreign bor- 
‘owers — have long been a thorn in the 
overnment's side. This segment of the Ja- 


Asian Development Bank (ADB) in 1970 
and thereafter, with much debate at each 
tage, expanded to accommodate. other 
Oreign institutions.. After 1976, govern- 
ents from Southeast Asia and. Latin 
merica were particularly active borrow- 
ers. Following charges of discrimination, 
in which it was pointed out Japanese com- 
panies were issuing bonds overseas, the 
apanese Government in 1979 allowed 
oreign corporations, too, to issue unsec- 
red bonds in Tokyo. 

: The conservative wing of the Ministry 
of Finance: (MoF) would like to restrict 
en bonds greatly (or abolish them al- 
together except.for multilateral-agency 
borrowers such as the. DB or the World 





ie trials of the samurai - 


The controversial market in yen bonds issued by foreigners 
oes through a sticky patch as country-risk fears grow 


anese bond market was opened to the | 





1.1 American bonds remains 10 бе seen, but 
| for the past few months there have been 
F- almost no transactions.in them. Occasion- 


| Analysts say a reali 


The tax can be avoided by switching" 
— selling and repurchasing — bonds be- 
fore the coupon (interest payment) date. 
Brokers would not normally deal in 


amounts under ¥1 billion, however, and 


‘on amounts up to ¥10 billion, the cost of 
brokerage would be greater than paying 
the tax. 


Ax factor in the liquidity of the Ja- 
panese bond market is the special at- 
titudes of Japanese brokers, who have 
great influencé on movements. The so- 
called lemming effect means Japanese 
brokers аге unusually conservative about 
taking contrary positions against the flow 
of market sentiment. As one observer put 
it: *No Japanese broker is criticised for 
wrong decisions as long as he does what all 
the others do." This can make selling in a 
negative. or flat market extremely dif- 
ficult. 

Another problem. for foreigners (with 
less than ¥20-50 million to invest) is the 
spreads that brokers charge. Depending 
on the broker and the size of the order, 
spreads can easily reach 1-1.5%. Confi- 
dential documents obtained from one 
major brokerage house show the broker 


market has become an adjunct of the 
trade-friction problem. 

The international outlook of some Ja- 
panese Government officials and pressure 
from foreign issuers prevailed over finan- 
cially isolationist instincts, at least until 
the recent debt crisis. In 1982, yen-based 
bonds issued by foreigners totalled about 
¥820 billion (US$3.45 billion) making 
Japan roughly equal to West Germany as 
ап international — foreign-borrowing 
centre. The pace of foreign borrowing had 
accelerated especially in 1982 when Ja- 
panese interest rates were half those in 
many Western countries. 

Decisions about yen bonds have always 
been part of diplomatic and trade objec- 
tives. Many say the rash of bonds floated 
by Latin American: апа some Southeast 
Asian.countries in the past six years had as 
much to do with public relations and de- 
veloping trade relations as with finance. 

The situation has changed considerably 
now that Latin American bonds are dead 
in the water. The ultimate fate of the Latin 


ally, an asking price of well below. par 


quotations, but duces no takers. 
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| from clients on 7.882% yield at a price с | 














value (typically 80 or 82) тау appear on` 


99.75 and sell the same bond for 6.027% 
yield. For 7.7% coupon with four years re- 
maining, the house will buy on 7.53% yield 
at.100.15 and sell for 6.634% yield. 

There are other special features in 
Japan, One is the Japanese method of cal- 
culating yield. In contrast to the. com- 
pound yield formula used by Western 
countries, Japan uses by custom the sim- 
ple yield formula, so that the yield curves 
between Japanese bonds and foreign 
bonds are somewhat different. Another is 
that settlement dates are negotiable on 
domestic bonds and if long enough сап 
lead to a form of shorting, though the 
norm is settlement in a week. — 

The secondary market is also influenced 
by the usual factors present in other mar- 
kets — among them, the supply of bonds 
for sale, other interest rates, movement of 
yen against other currencies, the policies 
of the central. bank, international fund 
movements, positions and strategies of 
brokerage houses, the inflation rate, and 
the policies of institutional investors. Yet 
despite such uncertainties, the Japanese 
bond market is оп (пе whole an attractive. 
place for investment and is becoming 
more so. a 






a half to two-thirds par value (or 50-66) for 
bonds maturing. in two to three years, 
though this is still considered speculative. 

Having minimised the question of coun- 
try risk previously, Japanese underwriters 
are now bringing country risk — not to 
mention the risk of corporate issuers — to 
the negotiations almost obsessively. 
There is much more haggling about terms 
and conditions, while numerous planned 
issues are being delayed. One broker 
noted that he had a “terrible time” dispos- 
ing of Malaysian bonds, but for “political 
reasons relating to Japanese-Malaysian 
relations” underwriters had to sell or ab- 
sorb them. 

But foreign issuers will probably not re- 
lent in seeking entry.to the Japanese capi- 
tal market. Already the Japanese have be- 
come. as defensive about accusations 
against their allegedly closed capital mar- 
ket as they have been on trade barriers. 

One theory is that Japanese interest 
rates would rise if foreigners were able to 
bid more openly for Japanese capital, 
thereby raising debt costs to Japanese ex- 
porters and diminishing Japan's interna- 
tional.competitiveness. This theory prob- 
ably had relevance when Japanese corpo- 
rations. were starved of capital, but re- 
cently there has been a surfeit of liquidity 
in the system. with many major Japanese 
to. fund. capital require- 
earnings or reserves. The Ja- 
panese also point out: that. capital flows 
arising from greater foreign access to the 









bond market would tend to make t 
- weaker and further lower the price. 
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My boss told me to put this shipin this bottle. 
How сап 1 2 


Let us introduce you to а new 





mode. And then reduce this copy one You've done it in a few easy steps, 


concept in office paperwork manage- more time while using the EPSOORE's апа in less than a minute. When you 


ment. The next time you're faced with built-in manual feed table to feed 
a thorny copying problem, turn to the through the bottle copy face up. 


Minolta EP300RE. It can turn this 
young lady's problem into a boss- 
pleasing opportunity. 


Using the EPSOORE's enlargement 
mode, simply enlarge the A5 bottle to 
Ад and set this copy to one side for a 
moment. Now reduce the A3 ship to 
A4 using the EPSOORE's reduction 


See the EP3OORE at these Minolta subsidiaries ond distributors. 


Taiwan: Aurora Corporation 8th Floor, No. 148, Sung Chiang Road. Taipei 
Phone: 563-9971 
Hong Kong: Minolta Hong Kong Ltd. 67-71 Chatham Rood South, Oriental Centre, Kowloon 
Phone: 3-676051 
Singapore: Minolta Singapore (Pte) Ltd. 110, Middle Rood, # 07-01, Chiat Hong Bldg 
Singapore 0718 Phone: 3365441 
Malaysia: City Marketing Sendirian Berhad Lot 3. Jaion 223, Petaling Jaya, Selangor 
Phone: 577476 
Thollond: Technical Supply Co.. Ud. 1808-1812 Kosemrot Road Klongtoei Bangkok 10110 
Phone: 391-0215 
Philippines: TOPROS Inc. Topros Bldg. Banawe Сог Atok St, Quezon City, Metro Manila 
Phone: 49-49-21 


You now have your ship-in-a bottle 


take it back to the boss, you can also 
take full credit for superior copy 
quality, as the EPSOORE's Micro- 
Toning System provides incredible 
copy quality, even reproducing 
, halftones with a sensitivity and 
consistency unknown to most 
other plain paper copiers. 
Neat and easy with the 
EPS3OORE, wasn't it? Phew! 


EP3OORE 









MINOLTA CAMERA CO, UD., Business Equipment Division, 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka 541, Jopor 


Indonesia: РТ. Perdana Nirwana Abadi Co. 678, Л, Krekot 
India: Methodex Systems Pvt. Lid. 607-8 Meghdoot 94 
Phone: 682475, 682476 
Pakistan: Allied Equipment Ltd. First Floor, Ne 
GP.O. Box 680, Karochi-1 Phone: 210 

Bangladesh: Brothers International Ltd. G P.O 
Montijneei CA. Docca Phone 

New Zealand: Viko Holdings Lid. MS! Bldg. CNR Khyber Poss ond Nugent Str, P.O. Box 220 
Auckland 3 Phone: 796-294, 796-295 

Australia: Océ Copying Equipment Pty Lid. 89 Tulip St. Cheltenham, Melb. 3192 Phone: 584-1011 
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The Grand Palace in Bangkok 





At 218,400 square metres, The Grand Palace is one of the biggest and 
most lavishly decorated of its kind. Built by King Rama 1 in 1782, its magni- 
ficence draws thousands of visitors each year. 

AAR 


Great Landmarks 
of the world. 















A Landmark Room at the Dusit Thani in Bangkok 


At 56 square metres, the Landmark rooms at the Dusit Thani Hotel 
are the largest in Bangkok and certainly amongst the largest in the world. | 

Each room is elegantly furnished with twin double or king-size beds, | 
huge lounge area with sofa, desk, coffee table, easy chair and marble bathrooms. | 

The Dusit Thanialso features six superb restaurants, enormous 
shopping arcades, bars, disco, swimming pool, tennis and squash 
courts, an executive centre and health club. 

The only things that aren’t on a grand scale are the prices. 
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Everything is on a grand scale at The Dusit Thani 


The Dusit Thani Hotel, Rama IV Road, Bangkok 10500, Thailand, Phone: 2331130. Telex: TH 81170 & TH 81027, Cable: Dusitotel 
Prestupous Hot ^ Dynasty / i Т, Hotel Lotte ‘Seoul, The Mar Hotel; Manila, The Ritz/ Taipe 
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The 


Giant Panda 
needs your help 
to survive 


ONCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

'The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to. 


WWF International, 1196 Gland, 
Switzerland. 





WWF acknowledges the donanon of this space by 
tern Economic Review 
зга public service by Ogilvy & Mather 








Advertisement prepare 


OMAD Missionmaster 

has taken a legend and put 
wings to it.The result is a military 
STOL aircraft of extraordinary 
versatility. 

The Missionmaster can be 
used to transport up to twelve 
fully-kitted men and is eminently 
suitable for para-dropping. 

Or it can be quickly 
converted to a stores transport. 

While its unsurpassed visibility 
makes it a natural for battlefield 
surveillance or patrol missions. 

And Missionmaster’s STO 


capabilities are perfectly suited 
to short or unprepared airfields. 

And as the jeep would accept 
alternative powerplants, similarly, 
Missionmaster’s G.M. Allison 
engines are compatible with those 
of Bell and Hughes or M.B.B. 
helicopters. 

Missionmaster comes with full 
technical and spare-parts back- "S 
up through the wide resources of 
the Australian Government and 
its aircraft factories. 

Missionmaster. We took 


а legend and D wings tO 


For further information on 
Nomad Missionmaster, write to: 
Nomad Marketing Group, 

226 Lorimer Street, 

Port Melbourne. Vic. 3207. 
AUSTRALIA. Telex: DEPRODY 
AA 30252. 


NOMAD 


MISSIONMASTER 





The international 
banking services 
youexpect, 


Corporations doing business with 
us benefit from dealing with an inter- 
nationally integrated commercial and 
merchant bank. 

We help you trade through our 
network of branches spanning the world’s 
main trade routes. We provide the 
finance, settle payments across the 
exchanges, handle the documents and 
keep you informed. 

леп you need domestic banking 
Overseas, turn to us for a first class 
service. We are experienced, and have 
one of the widest ranges of local 
currency available from an international 
bank. 

Through our experts in the inter- 
national banking centres, you gain 
access to their markets for syndicated 
eurocurrency lending and eurobonds. 
If you are promoting a major capital 





froma single 
integrated source 
-Lloyds Bank 


project, come to us for the design of 
finance and assembly of funds. We can 
handle the most complex international 
financing schemes. 

When we work together ona financing 
problem, you will find our professional 
advice realistic and responsible, our 
solutions precise and perceptive. 

An integrated approach internation- 
ally sets us apart. 

Wherever you deal with us you lock 
into a geographic network and range of 
services matching the best; you tap a 
fund of expertise and reserve of know- 
ledge second to none; you secure 
the fast and sure response that 
gives you the edge. 
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Hospitality can hurt 


Developing Asia-Pacific countries incur revenue losses 
from tax holidays they offer to foreign investors 


By Paisal Sricharatchanya 
Bangkok: Developing countries in the 
Asia-Pacific region may have been overly 
hospitable to foreign investors. Losses in 
the form of waived tax revenues have 
grown so big that government claims 
about the real economic returns of foreign 
investment have become open to chal- 
lenge. 

At the recently completed 39th session 
of the Economic and Social Commission 
for Asia and the Pacific (Escap) in 
Bangkok, discussions focused on possible 
reforms to maximise the effectiveness of 
fiscal policies regarding foreign invest- 
ment. Delegates spoke at length on the 
progress they have achieved in integrating 
fiscal policy in their countries’ develop- 
ment-planning processes. Not one, how- 
ever, was prepared to admit past flaws in 
policy relating to foreign-investment 
promotion. 

From the discussions it became clear 
that excessively liberal incentives — spur- 
red by intense competition in the region to 
attract foreign funds and technology — 
deprive host countries of revenues that 
would otherwise help them to overcome 
the adverse effects of declining export 
earnings and growing balance-of-pay- 
ments constraints resulting from the 
global recession over the past two years. 
But the Escap session failed to reach a 
clear-cut conclusion and ended with only a 
vague resolution that appropriate studies 
should be undertaken to assist member 
governments in the region to harmonise 
their foreign-investment incentives sys- 
tems. 

However, given the divergent interests 
and varying policies of countries in the re- 
gion, the call for harmonisation — sup- 
posedly to avoid competition and thus re- 
duce disadvantages — seems a tall order. 
In an interview after the session, Escap 
executive secretary S. A. M. S. Kibria 
would not be specific about the next 
move, apart from saying that the sec- 
retariat, pending consultations with 
member governments, had yet to decide 
definite subjects on which to base further 
detailed studies. That may start with a 
general review of investment laws in each 
member-country. 

It is perhaps wishful thinking to expect 
the commission to come up with any clear- 
cut solutions on such a complex subject — 
let alone to get them implemented. As an 
inter-governmental forum under the Unit- 
ed Nations umbrella, Escap was formed to 
act as a catalyst to stimulate discussions on 
vital economic and social problems facing 
the region. Whether these discussions 
lead to concrete action on reforms de- 
pends very much on individual member 
governments. In this context, the commis- 
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sion may find some satisfaction in its par- 
tial success at the last session. Although 
future directions to arrive at the resolved 
goal are blurred by the complexity of the 
subject, there was, nonetheless, a consen- 
sus among participants that the subject 
was important and warranted serious in- 
vestigation. 

While the prospect of regionwide coor- 
dination to cut revenue lòsses through lib- 
eral investment incentives is far-fetched, 
separate reviews by individual countries 
of the region are more likely. In Thailand, 
for instance, there is a growing awareness 
that the overall foreign-investment prom- 
otion laws, in force since the 1960s, are no 
longer appropriate. 

Other countries eager to attract foreign 
funds and technology appear to have gone 


Kibria: what next? - 


through similar experiences. An Escap 
study on 13 selected developing member- 
countries shows they have offered tax 
holidays for up to 10 years, exempted tax 
on dividends and given varying degrees of 
import-duty exemption on plant, machin- 
ery and raw materials for selected types of 
investment. There is no conclusive aggre- 
gate figure for revenue losses, but a docu- 
ment on fiscal policy for development 
(which is one of the two main components 
in Escap's 1982 annual economic and so- 
cial survey of the region presented before 
the session) spells out the ineffectiveness 
of tax incentives in several member coun- 
tries. 


he report says: "A number of studies 
on Malaysia suggest that investment-tax 
incentives are largely redundant. A study 
on the impact of Pakistan's tax holiday has 
found that ‘there is no evidence that the 
pace of industrial development was quick- 


"1 dence to show that the tax holiday ў 
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attract industries to the less-developed re- | 
gions’.” A survey of the results of studies. 
conducted in 28 countries, including nine. 
developing Escap countries, concludes — — 
that “the evidence of these studies does. 
seem to point towards the ineffectiveness, — 
of these [tax-related incentive] schemes in 
inducing new investment. The most that 
can be said is that their impact is either 
slight or unknown." 

Yet the costs of such tax incentives in. 
terms of revenue forgone are considered — 
substantial. The report cited as an exam- _ 
ple taxes forgone on investment given. 
pioneer status in Malaysia, which were es~ 
timated at M$252.8 million (US$110 mil- 
lion) from 1963 to 1971, assuming 10096 
incentives redundancy. This was equal to _ 
a 36% subsidy of the pioneer sector's capi- 
tal stock. It is estimated that if these funds 
had been invested in public corporations, 
they would have produced a M$166.8 mil- 
lion value added and provided employ- _ 
ment for 38,000 people in 1981. In another — 
case, Pakistan abolished its tax holiday in 
1972-73 and the government earned an ad- 
ditional Rs 60 million (US$4.6 million) re- 
venue that year. But a five-year tax-holi- — 
day scheme was subsequently rein- —— 
troduced in the country’s less-developed — — 
areas. | 

In Thailand, the tariff exemption ex- 
tended to promoted firms is estimated to 
have amounted to 1.9% of total govern- 
ment revenue in 1973. Thereafter, the 
magnitude of the revenue losses from this — 
source declined, but they remained sub- — 
stantial. The cost implicit in Thailand's 
tax-holiday scheme would appear to be _ 
considerably higher. In the Philippines, 
the report says, tax exemptions under the 
Investment Incentive Act were estimated 
at P318 million (US$33 million) in 1975 
for 126 firms, equivalent to 2.1% of total 
tax revenue. This act was, however, only 
one of several providing privileged treat- 
ment to certain types of investors. 

The report underlines the heavy cost 
borne by developing Escap countries "for — 
an activity that might not even require - 
such subsidisation." It argues: “To the ex- 
tent that the absence of tax incentives 
might block some private investment, it 
must be recognised that the additional re- 
venue collected from the investment that 
continues under a full tax regime provides 
a source of alternative public investment. 
In addition, harmful consequences for 
growth may be generated by investment- 
tax incentives by way of cheapening the 
relative price of capital and thus encourag- 
ing the adoption of inappropriate technol- 
ogy and also possibly by way of distorting 
the allocation of investment insofar as tax 
incentives provide for discriminatory 
treatment among different types of invest- 
ment." 

The debates on foreign-investment in- 
centives were part of the session's broader 
discussions on how developing countries 
in the region may attain their develop- 
ment goals with effective fiscal policy, _ 
seen amid the present recession as impor- 
tant instruments in raising domestic finan- 
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(TNC; in the. social 
evelopment of most 











tions in the form of capital, 
nology, market access and manage- 
expertise: The Asia-Pacific region 
€ fastest growth in the flow of 
direct. investment during the 
. Its share in the global developing- 
stock of such investment rose 
7% in 1971 to about 27% by the end 
decade. 

ithout a-unanimous conclusion, pat- 
ts generally agreed that the TNCs’ 
utions to host-country develop- 









































































п, émployment and exports — needed 
о be maximised while the adverse effects, 
uch as heavy outflow of payments and 
control over manufacture dnd export ac- 
ivities, should be minimised. : ü 





By Malcolm Subhan 
russels: Pakistan. can expect an in- 
crease of US$250 million to some US$1.4 
illion in the amount of foreign aid it will 














ts request at the April 18 meeting in Paris 
| of the aid consortium -organised by the 
World Bank. Even so, real net aid flows 
have been declining by some 20% a year, 
spite debt relief, according to Pakistan's 
elegation leader and' Minister for Plan- 
ng and Development Mahbubul Haq. 
He also said that because aid is tied (pur- 
chases from the financial assistance must 
be made in specified: countries) projects 
become more expensive Бу 30-50%. 
The World Bank and the Asian Deve- 
lopment Bank will bé providing US$340 
llion and US$275 million, respectively. 
‘he United States is expected to contri- 
bute another US$275 million, an increase 
f US$25 million. Two other major con- 
~tributors, Japan and West Germany, indi- 
cated their contributions would: be at 
existing levels. 
request for US$330 million for the те- 
f of Afghan refugees. in Pakistan’ was 
discussed by consortium mbers, most 
“of whom: apparently were i 
make fresh ‘commitments 
Several expressed gr 
ever, іп а US$20 million 
;.come-generating p 
other things, would p 
replanting forests: 
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“region as well as their | 


tefforts — in their effects on produc- . 





centives to export-oriented industries are. 


eceive during fiscal 1983-84 which starts. 
July 1..The higher sum corresponds to | 





| being offered to oil-exploration 
g | panies and to conserve dapi by 
ugees to E | ' : 


Bangkok: The notion that piper к 
sing zones (EPZs). are. reliable develop- 
ment projects in opening new employ- 
ment opportunities is questioned by a new 
document released by the Economic and 
Social Commission. for. Asia and the 
Pacific (Escap). The documentis based on 
a 1982 survey of benefits from EPZs. 

The first of these zones established in 
Northeast Asia düring the boom years of 
the 1960s and 1970s were successful and a 
number of Escap developing. countries 
tried to emulate their success: One of the 
first was Singapore, which promulgated 
the Pioneer Industries:Ordinance in 1967 
and effectively turned the whole island re- 
public into an EPZ for preferred types of 
industrial activity. By extension, Hong- 
kong: could. also bé. considered ап EPZ. 


‘found in Malaysia, the Ph 





Today, EPZs offering a wide range of in- 


Consortium members cl. апу. 
pressed by Pakistan’ ѕ econ 


rate of more thi 6% a year on 
reduction in the inflation rate from 16% to . 
5% and the emergence of a modest food . 
sürplus. 

There was a general feeling, however, 
that Pakistan. had seriously neglected the 
human factor in development. This was 
reflected in low literacy levels, high infant 
mortality and rapid population growth. 
Haq detailed the sixth five-year plan, to be 








launched on July 1, which will place great- 
er emphasis on private investment, set to 
rise by nearly 16% a year. Steel- and agro- 
based industries will be reserved for the 
private sector while major projects such.as 
the Karachi-Peshawar highway, for exam- 
ple, are to be financed through bond is- 
sues. 

The plan foresees expenditure of up to 
US$2 billion a year on energy develop- 
ment. However, energy shortages are ex- 
pected to continue in the medium term, 
underlining the need to improve the: terms 


prices. ; 
The Planning С 










‘open up job opportunitie at reasonable cost 
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Lanka, China and Thailand. More are 
planned or developing in. Bangladesh, 
China, India, Indonesia and Pakistan. © 
."But Escap does not seem impressed . 
with the EPZs’ ability to generate employ- 
ment.-Describing them as a costly public 
outlay in support of private enterprise,- 
Escap estimates only 750,000 workers are 
employed at EPZs, mainly in the older es- 
tates of Northeast Asia. 

Singapore's. pioneer industries ас- 
counted for 38% of manufacturing em- 
ployment, or 12% of the labour force in 
1980.. Malaysià's EPZs employed. about 
81,000 in: 1978, equal to..11% of. total 
manufacturing labour'ot:1.696.0f the total 
labour force: In Sri Lanka, the EPZ pro- 
vided employment (о nearly 15,000 
people іп:1980, а minuscule figure in com- 
parison with the natio al labour force of 













December review the sith plan. Im- 
mediately afterwards, Pakistan will pre- 
sent the investment opportunities offered 
by the plan to bankers trom around the 





= | world. 


Pakistan is to get usst E billion from. a World Bank-led group, 
but much of the money is tied to 4опог-сдагтгу. Supplies " 


» Mohammed Aftab writes. i беш b- 
lamabad: Nearly. two-thirds —- or ‘some 


| US$800 million — of the fresh aid will go 


into repaying old debts. Total foreign debt 
‘now stands atsome US$9 billion. Pakistan 
contracted US$350 million in commercial 
loans during the fiscal year ending June 


| 1983. It is currently negotiating with Bank 


of America; Citicorp, Chase- Manhattan 
and Grindlays Brandts Ltd for US$200- 
250 million credits. which it requires in 


1984. The new commercial credits will be 
| used to repay the loan utilised in 1983, out 


of the amount contracted in that year. 

From fiscal 1985, Pakistan will 
repaying instalments of the total US$1.7 
billion it has received since fiscal 1981 out 
of the Extended Fund Facility of th : Inter- 
national Monetary Fund. 90% 

In: Paris, Pakistan did not ask or re- 
scheduling ofits old debts — it stressed in- 
stead the need for more funds to.buy.com- 
modities and: more quick-disbursing aid. 
*Our economic performance is [so] good 
[that] we: cannot turn round and tell the 
donors that we are in such abad shape that 
we need our debts rescheduled,” said.an 
official who attended the consortium: sês- 
sion. 
In. terms. of specific. use, the new aid 
package is broken down thus: project aid, 
US$835 million; commodity: 
million; technical aid,-US$63 million; 
food, US$105 million; other pane US$20 





















about 6 million, of which some 15% was 
unemployed; And the first Philippine 
EPZ in 1980 provided jobs to about 28,000 
people, similarly a fraction of the coun- 
try’s total labour force. 

The aggregate costs of putting up EPZs 
in the region are not known but the docu- 
ment estimates total accumulated invest- 
ment expenditure in the Philippines (as of 
1976-77) and Sri Lanka (as of end-1981) at 
P705 million, (US$70.8 million) and Rs 
302 million (US$13 million), respectively. 
These figures permit rough approxima- 
tions to be derived of the two govern- 
ments’ costs per EPZ manufacturing job 
created, 

In the Philippines, the government in- 
vested more than US$4,000 per job over 
the first eight years of operation, while in 
Sr Lanka, the figure came to approxi- 
mately US$1,200 after about three years 
of operation. These estimates exclude the 
continuing government outlays in the 
form of administrative costs, service sub- 
sidies and tax expenditure. About half the 
EPZ labour force in the developing Escap 
region is employed in the electronics in- 
dustry and an additional eighth works in 


the textile and garment industries. These 
industries and others that predominate in 
the region's EPZs are renowned for being 
footloose. 

"They seek out cheap labour markets, 
require low-skill workers, pay relatively 
low wages, base their production on high 
import content and generate low domestic 
value-added. Being mobile, they are able 
to exert maximum pressure on govern- 
ments by threatening to pull out unless 
maximum benefits are provided," the 
document argues. As a result, the EPZs 
tend to generate inferior types of employ- 
ment and provide minimal other benefits 
to domestic economies at maximum gov- 
ernment expense. 

Calling on countries in the region to 
undertake careful reappraisal of their 
growing commitment to the EPZ competi- 
tion, the Escap document concludes: “In 
the final analysis, considerable doubt 
comes to rest on the proposition that 
EPZs provide an exciting new departure 
in the continuing effort [of developing 
Escap countries] to generate employ- 
ment-promoting industrialisation." 

PAISAL SRICHARATCHANYA 





Afghan refugees in Pakistan: no tresh commitments. 





long, porous border with Afghanistan, 
now the home for more than 100,000 
Soviet troops fighting Islamic insurgents. 

As for the sixth plan, the commission is 
talking about spending Rs 525 billion 
(US$40 billion) during the plan period. 
But the plan size may be trimmed consid- 
erably in view of limited availability of 
domestic resources. Its final size will be 
determined, to a great extent, by the 
amount of aid which-may be forthcoming 
from Western sources and Japan over the 
next four to five years. 

During the first year of the plan, the 
development and expansion of energy 
projects will get high priority, following a 
severe shortage of electricity and gas in 
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the past two winters which badly affected 
industrial production, farming and ser- 
vices. Other priority sectors include trans- 
port, telecommunications, farming and 
water resources. 

The Paris consortium pledged more aid 
to enable Pakistan to make à reasonably 
good start in the first year of the sixth plan. 
Islamabad had circulated a list of more 
than 250 projects which it wants to finance 
with the assistance. Proposed spending 
under the plan is: US$350 million as the 
foreign-exchange cost of the energy sec- 
tor; US$325 million on transport and com- 
munications; US$225 million on food and 
farming; US$173 million on industry, and 
US$76 million on education and health. 





Make your money 
really work 


Large investment institutions and wealthy 
individual investors often earn a 45 % 
return on their investments. This is our 







Put our power 
behind you 
Now, small and medium sized investors 
can earn similar returns. The idea is simple. 
Ltd 







First Overseas Investment 

provides the essential inside expertise and 
buying power to boost you into the 
multi-million dollar league. 


Maximizing returns 
at minimum risk 
First Overseas Investment Services Ltd 

trades in options. Our Stock Option 
Syndicates enable you to control 
blocks of securities profitably negotiable at 
a fraction of the price of individual stock 
purchase. And to minimize the risk by the 
spread of investments. Our current 
syndicates are running at an annualised 
potential profit in excess of 100 %. 


Stock Option 
Syndicates work 

If you invest $20,000 as an individual and 
buy 400 shares at $50, a rise in the stock's 
value of $2 gives you a profit of $800-less 
brokerage commission. The same amount 
invested by First Overseas at premium of $1 
(premiums can vary) controls 20,000 
shares. A rise of $2 a share gives you a profit 
of $20,000 on your original investment less 
brok commission. 

First rseas trades on the American 
market and only deals through its own 
syndicate managers at leading U.S. 
brokerage houses. 
























Success speaks for itself 


You can start taking ad of our 
rary: n Syndicate with a little as 
So make your money really work with the 
power of First Overseas Investment 
Services Ltd. 
Send for free brochure and documentation, 









Please post the coupon, complete with 
telephone number and/or telex number 
for your free brochure and complete 
documentation to obtain maximum 
return 
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TELEX 
Your maximum investment would be ! 
{ ] 10.000${ 120.000$ | | 30.000$ 

[140.000$ [ | 50.000$[ | above di 








Küttelgasse 8, Ch 8001 Zürich, 
Switzerland 
1 Telephone 01.211.9280, Telex 813062. | 
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“The diamond industry 


has come successfully through 
avery testing time.” 


Extracts fromthe Chairman’s Statement 1982 





Mr Harry Oppenheimer, 
Chairman of De Beers Consolidated Mines 


The year 1982 was another 
very difficult one. Nevertheless I 
am now able to report much more 
optimistically about future 
prospects than at the time of my 
last annual statement. While sales 
by the Central Selling Organisation 
(CSO) for the year as a whole at 
$1,257 million were $215 million 
or 15 per cent less than in 1981, 
sales in the second half of the year 
were higher than in the first six 
months of 1982 or the last six 
months of 1981. This reflected a 
significant improvement in the 
demand for smaller sizes and 
cheaper qualities, although the 
market for the larger and better 


qualities remains depressed. In 
September last year prices ofthe 
more saleable sizes and qualities 
were raised, resulting in an 
average increase overall of 2,5 per 
cent, which was well received by 
the market. During 1982 there 
was a further reduction in the 
stocks held in the cutting centres 
and a shortage ofthe popular 
qualities of rough is now apparent. 
From January onwards the 
demand for cheaper qualities 
increased further and expanded to 
some extent into the higher 
categories. CSO sales are at present 
considerably higher than in the 
second halfoflast year, though 
still limited by a restricted market 
for the larger sizes and better 
qualities. At the end of March the 
CSO announced a further selective 
increase in prices, averaging 3,5 
per cent overall. 

Confidence has been restored 
in the market and it is reasonable 
to expect that as general economic 
conditions improve, particularly 


in the United States, demand will 
continue to grow and to broaden 
into the higher qualities. Retail 
sales of diamond jewellery in 1982 
were only three per cent lower 
thanin 1981, which was a record 
year, and Christmas sales were 
considerably better than had been 
anticipated. 

Mood more optimistic 

Asa result the mood in the 
retail market is more optimistic 
than it has been for some time. 
While a rapid return to prosperous 
conditions is not to be expected it 
can, I think, be said that short ofa 
further setback in the world 
economy a solid base has been 
established from which a gradual 
improvement in sales and profits 
can reasonably be hoped for. 

The diamond industry has 
come successfully through a very 
testing time, and had it not been 
for the willingness and ability of 
the CSO to protect the trade by 
reducing offerings to the market 
atthe cost of accumulating 
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lew | 
mine іп Western Australia under - 


гапа further that the Government 
: of Zaire has recently judged itto- 
be in its best interest to renew its- 
_old-established relationship with 
- us. The diamond industry, because 
` ofthenatureofits product, isin . 
. many waysunique, and 
`- eo-operation on a fair and 
.. reasonable basis between the 
major producersis necessary for ` 
~ itsstability. It followsthatthe — 
` higher the proportion of world 
production that is marketed | 
through a single channel, the more 
- effectively the CSO can protect the 
: interests of all concerned, whether 
as diamond producers, cutters and 
. dealers, retail jewellers or as the. 
.. ultimate owners of diamond | 
3t Jewellery. | 
Industrial diamonds 
For the second year in 
succession sales of industrial 
diamonds declined marginally. 
. Here again there are now signs of 
the beginning ofa return to more 
. normal conditions. — 
| Diamond production from the 
<. mines of the Group, including 
‚ Debswana, amounted to 
17,399,815 carats compared with 
15,438, 282 carats іп 1981. Of the 
m 1982 total, 2,021,643 carats were 
from the new Jwaneng mine in 
Botsw ana which was brought to 
















~ production during the year. 


-a long-term contract with the CSO, i 


Excluding, for the sake of 


я comparison, this new production, 
. there was a reduction of four рег. 


cent in Groupoutputto 14,778,172 
carats. Efforts to contain costs and 
to keep capital. expenditure to an 
absolute minimum were continued. 

' completion of the 


| ] fig eof 19 million 
carats a year. It is interesting to 
note that measured by the value of 
potential output from installed 
capacity the South African mines 
of the De Beers Group still make 
up the biggest individual producer 


` inthe Western world, followed by 


Debswana and! CDM 







Value of DeBeers'investments outside 
the diamond industry. 


1976: 1977 


928 1979 1980 198i 1982 


I have already mentioned that 
the Government of Zaire has 
decided to renew the association 


^ that it had with the CSO for many - 


years until its termination two 
years ago. A contract has been 
signed in terms of which the CSO 
will be responsible for marketing 
the production ofthe Miba mine 
and we have further undertaken 

to review with the mining company 
and the Government measures to 
restore production - which has 


| De De Beers Consolidated Mines Limited 


{ncorporated in the Republic of South Africa 


For the full Report & Accounts for 1982 including the Chairman's Statement, please sen 













the Argyle minei 
the marketing of both 









































unions representin 
employees at the 1982 
negotiations. E Sm 
The Company is maintaining 
its commitment to training and 
developing employees at all levels, 
both in the interests of optimal 
staff utilisation, and to open up 
equal employment and 
advancement opportunities. 


Investments soundly based С 

The value of our investments 
outside the diamond industry at. - 
the year-end was nearly К3,400 
million. These investments are 
soundly based and well diversified 7 
both geographically and in respect . 
of the different sectors of the "s 
economy in which they have been . 
made. On account of this De Beers. 
has a wider and more stable base 
and the strength of our entire 
structure is greatly in 





. Company 











| 
| Name 
| 
| 


. Address 


A 
this coupon to: The London Secretaries, Room 21, 40 Holborn Viaduct, London ECIP 1\J | | 

| 

| 

| 


DeBeers 


Тһе name that stands for diamonds, 









MANAGEMENT 





Martial-arts pr&ctice: training the samurais of business 


hey stoop to conquer 


Lagging Japanese managers are literally beaten into shape 
at a unique school which boasts an 80% success rate 


“My name is Ishigawa Suzuki and I come 
from Osaka. 

I'm singing the tale of a merchant, please 
listen to me: 

If I'm behind the others, I have to run 
twice as fast. 

If I'm ahead of the others, I have to run 
even faster..." 


he troubadour in a suit and tie who 

bursts into song at the Fujinomiya rail- 
way station was not sent by the local 
tourist bureau to entertain travellers. 
Ishigawa is a student at Yosei Gakko; and 
he is practising one of the exercises of the 
famous “training course in hell.” He is one 
of more than 5,000 high-level manage- 
ment personnel sent to this school each 
year to regain lagging efficiency and 
dynamism. 

The training course aims to “transform 
poor performers into samurais of busi- 
ness" in record time. During the 13 days of 
the course, participants are exposed to 
methods that range from the psychologi- 
cal to some that seem more suitable for 
training shock troops. One of the instruc- 
tors explained: “The first operation con- 
sists of brain-washing: the too-mediocre 
employee has to be broken down. A new 
personality must be asserted and he must 
be given the reflexes of an employee ready 
for anything.” 

From 4 a.m. and throughout the day, 
students must yell various chants 
punctuated with fierce jabs of their fists. 
Memory exercises complete the pro- 
gramme: they must gulp down pages of 
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totally uninteresting stories, then recite 
them back to the instructor, who has his 
chronometer in hand. 

The chronometer is an essential ele- 
ment of the “pedagogy”: everything is 
precisely timed and there is no free mo- 
ment. Even the time reserved for bathing 
is measured (25 minutes), with exact 
periods alloted for washing the different 
parts of the body. Lined-up, naked, the 
students recite, every day, the bath 
regulations, and anyone who transgresses 
this “essential law” is punished, some- 
times by beating. 

At Yosei Gakko, they do not try to hide 
the fact that these repetitive exercises and 
strict timetables are designed to leave no 
place for rebellion. The instructor insists 
the method is efficient: "I've never been 
under pressure like that: not a single in- 
stant to catch one’s breath, to think or dis- 
cuss, to be oneself . . ." 

In addition, every vestige of pride is de- 
stroyed from the beginning. “We have to 
break them, humiliate them with degrad- 
ing exercises [such as] mowing the lawn by 
hand, for example, or waking them up in 
the middle of the night, making them run 
around barefoot," one of the trainers 
explained. Or, as one of the trainees put it: 
“Yesterday, I was a man, in high-level man- 
agement. Today, I’m no longer anything. 


By Anne Georget; photos by 


Yann Layma; translator: 
Mary Hanson. 





Even animals are treated better than this." 

After this initial conditioning, the stu- 
dent undertakes practical exercises de- 
signed to teach him the correct manners 
and reflexes of the perfect manager. By 
the end of the course, the student will have 
learned the programme's 17 disciplines. 
He is then given an examination and if he 
scores the passmark of 70 points (out of à 
possible 100), he can remove the ribbon 
which has been attached to his tunic — de- 
claring his “ignorance” — since the begin- 
ning of the course. 


#4 "Phe principal task is to cut them off 

from their cultural habits, which 
compel them to melt into the group, to be 
discreet, self-effacing, to speak softly . . . 
all of these elements which are faults in 
someone whois in management. . .” To ac- 
complish this, the students must yell out 
the alphabet or practice scales hour after 
hour; then, they must learn by heart a typ- 
ical telephone conversation and recite it as 
rapidly and as energetically as possible. At 
dawn on the eighth day, they leave for the 
Station at a nearby town, ready to undergo 
the terrible ordeal of singing to the passing 
travellers. “This exercise is so contrary to 
their habits that if they succeed, they've 
passed a decisive point," the director in- 
sisted. 

To overcome reticence — or even fail- 
ure — anything goes, including slaps in the 
face and blows from the shinai, the stick 
used in kendo. “There are perhaps other, 
less brutal means that could be used, but 
in less than two weeks, one can't expect 
too much. And the fruit of our experience 
shows that the rough stuff is efficient," 
explained an instructor who has been at 
the school for two years. Another instruc- 
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Graduates accuse failures: the magical*70 points. 


tor, who has been at Yosei Gakko for only 
six months, remarked: “The school has a 
philosophy, and that’s ‘non-teaching.’ 
Here, it’s the students who forge them- 
selves, with their tears, their sweat . . . and 
sometimes their blood. We are simply 
coaches, not professors, and all we do is 
make suggestions . . ." And "suggestions" 
can indeed take a strange form 

In addition to the "intellectual" exer- 
cises, the directorship has included more 
physical elements, principally two 
marches — one of 20 kms, the other of 40 
kms — which take place at night, within a 
maximum of four and eight hours, respec- 
tively. Some students take more than 12 
hours to do the 40 kms, becoming utterly 
exhausted or getting lost in the surround- 
ing woods. "Forty kilometres is consi- 
dered the limit of endurance for men in 
average physical condition," an instructor 
proudly emphasises. As one student con- 
fessed: “A hundred times, I was tempted 
to give up. I only wanted to, and only 
could, repeat to myself this one phrase: to 
be the strongest." 

The participants are generally able to 
hang on until the 10th day. After that, 
they can no longer stand either ragging or 
punishments; all the instructors can get 
out of their shamed students is tears. Yet 
they do not complain. “It's important, and 
even necessary, that the students crack: 
it's the signal that they've assimilated our 
teachings well." 

For many, the 14th day is the worst of 
all: each diploma-presentation ceremony 
takes place in the presence of those who 
have not yet obtained the coveted 70 
points and are thus condemned to spend 
another day, or two, or three . . . They are 
obliged to look on, their fists clenched, 
tears in their eyes. Among those who 
leave with their diplomas safely in their 
pockets at the normal end of the course, 
some admit to feeling seriously messed 


up. But the majority leave the school com- | 


pletely captivated and happy to have 
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undergone this 
hellish experi- 
ence, convinced 
that they are the 
best and are 
henceforth busi- 
ness commandos. 

The school's di- 


rectors proudly 
claim a success 
rate of ‘around 





The strain shows: tears, sweat and sometimes blood 





80% and they have 
letters of thanks to prove it. But as con- 
vincing as these results may be, one cannot 
help but question the methods employed, 
especially since the school has now opened 
its doors to women trainees. Every- 
one undergoes the same training, regard- 
less of the participant’s age or state of 
health. The result is that about 12% of the 
students finish the course in hospital, with 
mental or cardiac disorders. 


L:s serious ailments are treated at the 
school itself, and the school’s doctor 
and nurse, old campaigners themselves, 
accompany each march. For some, the 
trouble is limited to a nervous breakdown; 


others go quite mad, like one student who | 


began whirling around the dining-hall 
with a teacup in his hand, offering to drink 


poison so as to be done with it all. But, as 


one instructor said: “The success of the 
majority is well worth the loss of a few who 
can’t make the grade.” 

The originator of this camp, part psychi- 
atric and part military, is Ichiro Takarabe, 
a man with lofty ideas about the teaching 
of business. At first, he organised the pub- 
lication of books and cassettes to pro- 
pound his notions. “These products did not 
completely satisfy our clientele, so we de- 
cided to open this school, the first of its 
kind not only in Japan, but in the world.” 
Since the school’s founding three years 
ago, and despite its high cost (# 248,000 or 
US$1,050), the 13-day course has met 
growing success. Some 10,000 high-level 








management personnel have already 
graduated from the school, and it does 
more than * 1 billion-worth of business a 
year. 

Most students come from small or 
medium-sized enterprises, but some 200 
of the largest businesses (such as Nippon 
Electric and Tokyo Gas Co.) have also 
sent employees. Recently, directors of 
small and medium-sized businesses have 
decided. to undergo the training them- 
selves. “This sort of instruction is becom- 
ing more and more necessary for Japanese 
enterprises, whose chances for survival 
depend upon the quality of their person- 
nel," explained Hisatsugu Ohara, the 
school's director. Most of the bosses 
agree. Hiroshi Toriba, the head of a 
Tokyo enterprise, has sent his 30 employ- 
ees to the course. “They came back with 
increased. competence and with good 
manners. That's certainly worth the in- 
vestment of a few million yen," he de- 
clared. 

The school is beginning to be known 
outside Japan. "In September," Ohara 
said, "we welcomed a group of Koreans, 
but we have no plans to make our course 
available to Europeans or Americans. 
They would no doubt be incapable of 
withstanding such rigorous training. Ja- 
panese and Koreans are surely the only 
ones who could endure such discipline." 
As one instructor said: *If you understand 
this school, you'll understand a little about 
Japan." 
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Pulling up the blinds 


China is revealing more of its vital economic statistics 
— and drawing some self-critical conclusions 


By Robert Delfs 


Hongkong: The world’s window on the 
Chinese economy becomes less opaque 
year by year as the nation’s leaders accept 
the need to provide detailed, reliable data 
and the State Statistical Bureau, decimat- 
ed during the Cultural Revolution, recov- 
ers its ability to provide thëm. A commu- 
nique on China’s 1982 national economic 
plan issued on April 29 improves on pre- 
vious annual reports in the level of detail 
and specificity. 

And, despite the dramatic successes re- 
corded in agricultural production, the 
document is notably critical of the failure 
to control investment and lukewarm pro- 
gress on industrial quality-control and 
productivity. 

The communique includes for the first 
time a figure identified as “total product of 
society” or gross national product, Rmb 
989.4 billion (US$524.3 billion), which 
nominally grew 9% from 1981. The figure 
is double the unofficial estimate derived 
from national income figures according to 
a scheme used internally by the World 
Bank and the International Monetary 
Fund, though it is within the range of esti- 
mates by foreign intelligence services. 

Without a more detailed explanation of 
the accounting method used to generate 
this new aggregate figure, it is not clear 
whether it truly corresponds to conven- 
tional definitions of GNP. An explanatory 
note in the body of the communique ex- 
plains that both national income and GNP 
are derived from the output value of in- 
dustry, agriculture, construction, com- 
munications, transport, commerce and 
public catering. 

National income represents the net out- 
put value of all sectors whereas GNP is de- 
fined as the total output value of all sec- 
tors. This suggests that the new figure is 
larger than national income because of du- 


plicate counting of the value of raw mate- 
rials and intermediate value added. IMF 
and World Bank methods derive China's 
GNP by adding to national income esti- 
mates for service-industry output and de- 
preciation. 

Caution is necessary in using Chinese 
GNP figures for comparative purposes in 
any event, since China's domestic prices 
vary widely from international norms. 
China's per capita GNP — whether calcu- 
lated at US$255 by the old method or 
US$516 by the new — is of limited utility 
in determining standards of living or mate- 
rial income relative to other countries. If 
the new aggregate is taken as an accurate 
representation of GNP, moreover, it 
could have the effect of restricting China's 
access to concessionary assistance. Per 
capita GNP is one of the criteria used to 
determine eligibility for'aid from the 
World Bank's soft-loan window, the In- 
ternational Development Agency. 


M: important is the highly detailed 
chapter describing investment in fixed 
assets which replaces the relatively vague 
section on capital construction in the 1981 
communique. Capital construction invest- 
ment is broken out for the first time as a 
proportion of total investment in fixed 
assets by state-owned units, and other new 
data clarify various aspects of China's 
complex investment structure. 

The communique harshly criticises ex- 
cessive investment in 1982. “Financial re- 
sources for capital construction were not 
used in a concentrated manner," the re- 
port said, and “control of funds not co- 
vered by the national budget was inade- 
quate while construction funds for some 
key departments were not guaranteed." 
Capital construction investment by state- 
owned units exceeded the plan target by 


32.8% largely because of uncontrolled 
spending by local administrative units us- 
ing funds they control independently. Un- 
controlled local investment put a serious 
strain on government finances in 1980 fol- 
lowing measures to loosen strict central 
control. of spending by enterprises and lo- 
calities. 

Figures of agricultural production have 
been marked up even higher from the pre- 
liminary estimates released in February 
(REVIEW, Feb. 10). Grain production in 
1982 was officially 353.4 million tonnes, 
8.7% more than in 1981 and 6.4% above 
the 1979 record. This was despite the 
steady diversion of land from grain to cash 
crops, which also showed record yields: 
cotton output increased 21.3% to 3.6 mil- 
lion tonnes, production of oil-bearing 
seeds grew 15.8% and sugar-bearing crops 
21%, The stimulus of rural reforms is giv- 
en major credit for the success though the 
amelioration of drought in northern China 
and the lack of any major disaster on the 
scale of the Sichuan floods in 1981 un- 
doubtedly played a role. So did increased 
applications of chemical fertiliser (up 
13.4% to 15.1 million tonnes) and better 
use of small-scale farming machines such 
as walking tractors. 

Industrial output value totalled Rmb 
550.6 billion, an increase of 7.7% — al- 
most double the planned target of 4%, but 
this is not necessarily good news. Heavy 
industrial output grew 9.9% to Rmb 274 
billion after a 5% drop in 1981 while light 
industrial output fell to 5.7% after three 
years of double-digit growth. The prob- 
lem is that heavy industry consumes much 
more energy and transport capacity per 
unit of output value than does light indus- 
try, sò the resurgence of heavy industry 
places greater strains on the still hard- 
pressed energy and transport sectors. 

Renewed warnings that growth of 
heavy industry must be strictly controlled 
have appeared recently in the Chinese 
press following a high-level conference on 
industrial policy in March. But the surpris- 
ing appearance in recent weeks of articles 
in the party journal Red Flag and the Pek- 
ing daily Guangming Ribao reasserting 
the primacy of heavy industry and the 
need for faster heavy industrial growth in- 
dicates that a debate is still under way 
among planning circles. 

The pro-heavy industry group argues in 
favour of coordinating output with the 
needs of other sectors and improving pro- 
duct quality rather than attempting to im- 
pose a rigid ceiling on overall growth of 
heavy industry. They may find support in 
the communique which shows that growth 
in this sector last year was led by the 
energy and transport-equipment sectors, 
indicating a much-needed realignment of 
priorities to address the key bottlenecks 
constraining industrial growth. 

Other product areas with rapid gains 
were cement and plate glass, both needed 
to ease shortages resulting from a two- 
year boom in housing construction, and 
walking tractors, which are playing a key 
role in agricultural reforms as the family 
replaces the commune brigade as the basic 
rural economic unit. a 
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Whenever Swissair decides to renovate its fleet, it 
goes around to the various aircraft manufacturers 
with out-of-the-way special requests. This sometimes 
involves evolving a plane version expressly for us. E 
The innovations are perhaps best appreciated in. 
the new Boeing 747-357s, produced to our specifica- 
tions and in close cooperation with us. They differ 
from previous models in having more economical 
engines and particularly in an extended upper deck, 
comfortably accommodating 69 passengers. With the 
36 Slumberettes of the enlarged First Class and the 
275 seats on the main deck, our new Jumbo can carry 
380 passengers, a bare 19 more than the old m 
Which emphasizes once again how important we 
think it is to offer our passengers more room instead _ 
of more seats. 
Among the amenities of a long flight is not only 
having ample space around you but getting where 
you're going as soon as possible. So we were the 
world's first airline to fit the DC-10-30s, type ER, with | 
auxiliary fuel tanks. This is the only way we сап fly — 
nonstop, for example, from Bombay to Zurich. — 
In renovating our fleet, however, we considered ' 
not only long hauls but short and medium ranges: Оп ~ 
April 26 the new А 310 Airbus had its premiere on - 
the Frankfurt-Zurich, London-Zurich, and Paris- 
Zurich runs. At our request it has the latest and most — 
functional cockpit, and at the same time its new wing _ 
design and consequently improved aerodynamic | 
characteristics save fuel. І 
We also had extensive special requirements for the — 
further evolution of the DC-9-81. The most conspic- _ 
uous feature is the size, dictated by our passengerand _ 
cargo-capacity standards. Less visible are the ex- — 
tremely quiet engines, which also useless fuel perseat _ 
than the traditional DC-9. 8 
Besides which all Swissair DC-9-81s and Airbuses ' 
A 310 are also equipped for all-weather instrument 3 
landings of category IIIA. + 
It's the same with our planes as with our destina- _ 
tions: among the 99 cities we fly to all over the world 
are some you'll seek in vain in the flight schedules of |. 


other airlines. А 
e е | Б. 
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TT NOW MAINTAINS 
AFULLSERVICE BRANCH IN 


HONG KONG 


Tokai Bank—one of Japan's largest city banks with assets exceedin; 
US$56 billion—has long supported Asian growth and prosperity throug] 
an extensive Asian office network. With the recent addition of a branc] 
in Hong Kong, we look forward to even further upgrading the quality 
of our financial services. If you're seeking an efficient, courteous, and 
professional financial partner, contact the Tokai Bank. We're where 
you need us. 


Hong Kong Branch 

General Manager: Hirotaro Hayashi 
1801-8 Alexandra House, 

16-20 Chater Road, Central, Hong Kong 
Telex: 85801 TOKBK HX Tel: 5-265861 






ee TOKAI BANK 


Head Office: 21-24, Nishiki 3-chome, Naka-ku, Nagoya, Japan Telex: J59612 Tel: 052-211-1111 
International Banking Group: 6-1, Otemachi 2-chome, Chiyoda-ku, Tokyo, Japan Telex: J29234 Tel: 03-242-2111 
Branches Agency: New York, Los Angeles, Chicago, London, Frankfurt, Singapore 
Representative Offices: Toronto, Houston, Mexico City, São Paulo, Paris, Tehran, Bangkok, Kuala Lumpur, Manila, Jakarta, Beijing, Seoul, Sydney 
Subsidiaries: Tokai Bank of California, Los Angeles, San Francisco/Tokai Bank Nederland N.V., Amsterdam/Tokai Asia Limited, Hong Kong 
Affiliates & Associates: London. Bangkok, Нола Kong, Sydney 
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or many photographers all over the world, the 
iascelblad is the obvious choice. 
ts design makes it easy to recognize, difficult to 
mitate. 
{5 reputation for quality has put it 
n high demand the world over— 
ven in Japan. 
n space it has shown its 
versatility and reliability. 
merican astronauts 
ave used it to take 


thousands of pictures, many of which are 
already classics. 
Hasselblad systems are used to register vital 
processes in areas such as 
| и medicine and industry. 
Hasselblad represents its 
native country —a combina- 
tion of top quality and 
superb design. 
Modern technology based 
on tradition. 


HASSELBLAD 
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The Rauma-Repola SHIPA system permits all the ship's machinery to be controlled from one location, e.g. the bridge or engine control room. The 
system is extremely flexible in terms of allied equipment and the central unit can control four independent colour VDUs simultaneously. The maximum 
number of substations is eight, and these can be used for different purposes simply by changing the programme 


RAUMA-REPOLA OF FINLAND: 


REFERENCES 

Rauma-Repola of Finland has been 
known for years throughout the 
world for its technically advanced 
ships, oildrilling rigs and special vessels. 

The extensive experience gained 
in the successful building of special 
vessels also forms the basis for the 
development of microprosessor- 
controlled systems. At the Rauma 
Shipyard product development work 
has focused on marine control and 
alarm systems that incorporate the 
very latest microprosessor technology. 

Rauma-Repola's SHIPA automa- 
tion system is now ready for launch- 
ing. The complete system will be 
installed aboard the 12,000 dwt ro-ro 
vessel ordered by EFFOA-Finland 
Steamship Company Ltd. 


For more information write, phone or telex Rauma-Repola, 
Head Office, Marketing Department (D1): Snellmaninkatu 13, 
SF-00170 Helsinki 17, FINLAND, telephone: (+3580) 18 281, 
telex: 12-4514 rrhki sf, cables: raurep Helsinki, 


or contact: 


Rauma-Repola (Asia-Pacific) Ltd, (D1) : Stevens Road 11 A, 
Singapore 1025, telephone: 734 6285 telex: 36703 raure rs. 


RESOURCES 


Shipbuilding and marine automation 
systems represent only part of 
Rauma-Repola's know-how. 

With a turnover of more than 
USD 1,000 million, Rauma-Repola is 
one of the largest public industrial 
groups in Finland. 

Oil-drilling rigs, ships, machinery 
and equipment for the mining and 
forest industries , pulp and paper, 
kraft specialities, sawn timber and 
prefabricated houses are all included 
in the Rauma-Repola product range. 

With over 7096 of production 
going for export Rauma-Repola's 
contribution to Finland's total ex- 
ports is over 5%, 





SUPPORT 


Rauma-Repola’s technical custo- 
mer service provides assistance with 
all new products and projects, so 
whatever your questions may be, do 
not hesitate to ask for more infor- 
mation. 

The company is also both willing 
and able to arrange financing for its 
customers, normally backed by 
Finnish Export Credit Ltd. 


RAUMA-REPOLA 


ALL-ROUND KNOW-HOW BY RAUMA-REPOLA: SPECIAL TANKERS, DRY CARGO, RO-RO AND OTHER VESSELS, SHIP GEAR, OIL DRILLING RIGS AND 
SHIPS; WOOD-PROCESSING MACHINERY; MINING AND METALLURGICAL MACHINERY; CONSTRUCTION MACHINERY; NEWSPRINT AND MAGAZINE 
PAPER; KRAFT SPECIALITIES; DISSOLVING PULP; SAWN TIMBER; PLYWOOD AND PREFABRICATED HOUSES. 


No real interest in Hongkong dollars 


e THE Hongkong dollar is in a tailspin 
and the government is at a loss to know 
why, let alone what to do about it. One 
obvious answer is to abolish the residual 
10% withholding tax on local-currency 
deposits, which would have the same ef 


fect as a Osit-rate increase without 
the undesirable side-effect of forcing up 
lending rates. 

The government is vacillating for fear 
not so much of losing the HK$600 mil- 
lion (US$86.3 million) a year in revenue 
the tax yields as of being seen to have 
"shot its bolt" and used almost the last 
weapon left in the currency-protection 
armoury. But with an exchange rate of 
HK$7 to US$1 (and lower) apparently 
imminent, it is that or nothing. 

True, increasing political uncertainty 
over the 1997 lease question and the 
question of whether Hongkong could 
continue to have a separate currency in 
the event of China resuming sovereignty 
provides a strong. disincentive to hold 
local dollars. But any such re-monetisa- 
tion of the economy could be a long way 
off yet and there are more immediate, 
fundamental reasons behind the cur- 
rency's weakness. 

Since Financial Sectetary John Brem- 
ridge abolished withholding tax on 
foreign-currency deposits in February 
1982 (but left a 10% tax on local-cur- 
rency deposits) growth in Hongkong 
dollar deposits with banks has all but 
stopped. Customer deposits in the local 
currency grew by just 20% between then 
and the end of 1982, while foreign-cur- 
rency deposits grew at almost 10 times 
that rate. 

There is no great mystery about why 
this should be so. While the Hongkong 
economy groans under a prime rate of 
11.5% — the rate was pushed up one 
point two weeks ago as part of a panic 
(though unsuccessful) move to shore up 
the currency — Hongkong dollar deposit 
rates remain negative in real terms. 
Against hoped-for consumer-price infla- 
tion of 9% this year (which the currency 
weakness is certain to raise), three- 
month Hongkong dollar time deposits 
pay 8.5%, rising to 9% for one year. Net 
of withholding tax, the yield is just 
7.65% and 8.1% respectively. Yet 
foreign-currency deposits (of 
US$100,000 and more) at local banks 
yield a straight 8.6875% on three-month 
US dollar deposits, rising to 8.87596 for 
one year. 

On sterling the rates are considerably 
more — 9.9375% for three months. To 
get higher Hongkong dollar rates means 
going outside the banks to a deposit- 
taking company (DTC) and the govern- 
ment is now deliberately cutting off pub- 
lic access. 
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This is largely what so-called capital 
flight out of the local currency has been 
about in recent months. The govern- 
ment consoles itself with the notion that 
Hongkong dollars would have gone 
offshore anyway had it not abolished 
foreign-currency withholding tax, and 
that the move has thus kept billions of 
dollars within the local banking system, 
even if it has switched out of Hongkong 
dollars. This is doubtful reasoning given 
the much greater ease of access to 
foreign-currency deposits in Hongkong 
since the 1982 budget. It is a fair bet that 
part of these funds would switch back if 
the tax on local deposits went. 

The other argument that the financial 
secretary seems to have been persuaded 
to swallow — that abolition of the tax 
would lead to a massive avoidance indus- 
try through wholesale restructuring of 
corporate financial structures — seems 
sophistic. If interest payments were tax 
free, companies would prefer to pay in- 
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terest rather than dividends. There is no 
evidence that this has happened else- 
where and in any case the tax exemption 
could presumably be applied to bank de- 
posits but not to corporate structures. 

@ FORTUNATELY, the financial sec- 
retary now has a little room for fiscal 
manoeuvre that should allow him to 
drop the r tax. The government has 
underspent by some HK$2 billion on the 
consolidated account this year (thanks 
mainly to the impeding effect of bad 
weather on public works). That will help 
next year’s budget and perhaps stave off 
the day when the government needs to 
borrow. So it could afford to drop the 
withholding tax now and thereby sup- 
port the currency probably more effec- 
tively than through its recent interven- 
tion in the inter-bank market using Ex- 
change Fund reserves. 

The improving exports and balance- 
of-payments picture could then be relied 
on to give the currency more support, 
though at present exporters are naturally 
holding off converting overseas earnings 
to Hongkong dollars while the local unit 


seems likely to weaken further. They are 
drawing down on credit lines instead. 
That is why dealings in the foreign-ex- 
change market have been thin of late. 

It would be more sensible for the fi- 
nancial secretary to take action rather 
than console himself with the idea that 
the weak dollar points to a strong surge 
in raw-material purchases pending an 
export boom, or to put its weakness 
down to public fright over the recent kid- 
napping of a local business tycoon which 


is supposed in some way to have influ-- 


enced the pattern of currency holdings in 
Hongkong. Worst of all would be a 
further prime-rate boost which could kill 
a manufacturing-sector recovery stone 
dead. 


e DEADLINE day (June 30) draws | _ 


nearer for Hongkong's 350 or so regis- 


tered DTCs when they must finally rid. | vs 


themselves of dependence on short-term 
(up to three months) public deposits. 
That almost certainly means that more 
will go to the wall following more than 
half à dozen failures earlier this year. 
The government reckons another half 
dozen at least (each with public deposits 
of some HK$2-3 million or more) will go 
down then because they will be unable to 
fix up alternative credit lines, and thus 
will become technically illiquid. (It could 
be many more, given that there are some 
70 DTCs not connected to banks.) 

At best the whole thing will go down 
as a sad episode in the now problematic 
British administration of Hongkong. At 
worst it could still lead to a collapse of 
confidence that could ricochet through 
the banking sector itself. 
€ FINALLY, after much prodding (not 
least by the REVIEW), the government 
has decided to do something about the 
absurd watertight compartments in 
which different financial officials act and 
which prevent, for instance, the secu- 
rities commissioner or even the financial 
secretary himself having access to any in- 
criminating information which the com- 
missioner of banking and deposit-taking 
companies comes up with in the course 
of his prudential supervision of institu- 
tions and which might help an official in- 
vestigation or a prosecution. 

If the government can get proposed 
amendments to the DTC Ordinance 
through the Legislative Council, the 
DTC commissioner will be empowered 
to pass on presently secret information 
(on such things as where deposits come 
from and go to) to other officials able to 
use it to investigate malfeasance. Such 
things as loans to relatives and directors 
and auditing requirements will be;tight- 
ened, too. But the government is still 
fearful of pushing for similar powers to 
investigate banks. 















umpur: After a year of stringent 
cutting aimed at keeping profits up at 
ime when commodity prices are down, 
wly localised Harrisons Malaysian Plan- 
ions Bhd (HMPB) has set out on a 
5 million (US$80.3 million) shop- 
expedition. In recent weeks, the 
er subsidiary of British-owned Harri- 
and Crosfield has picked up one of 
iysia's most prestigious estates com- 
nies and also one of the coüntry's 
ggést and most successful palm-oil re- 
eries — both at knock-down prices. 
While the two acquisitions are unlikely 
















































figures for some time, the stockmar- 
t has already responded positively to 
€ change in direction, sending HMPB's 












is in the past few days: 

IMPB's first move came on JTebrüary 
when it announced that it would be ac- 
ing the entire paid-up capital — 153.3 
on shares — of Barlow Plantations, at 
cost of M$159.5 million. The seller was 
tional equity corporation Permodalan 
Nasional, which in a restructuring exercise 
mpleted last September had also taken 
ет 58.5% of HMPB itself: The Barlow 
liase would be funded, HMPB said, 
ly through a rights issue 0f 22.3 million 
shares at M$3.15 each, with the ba- 







































































Some two montlis later, on April 22, 
































uala Lumpur: The takeover by Harri- 
ns Malaysian Plantations Bhd (HMPB) 
Jomalina completes a bizarre sequence 
boardroom strugglesat the Port Klang- 
ised palm-oil ‘refining operation. The 
itial promoters of Jomalina were. the 
ahang royal family group, Thomas Ngo 
‘Mohamed Kassim: Salleh, plus two 
hers: Kuala Lumpur lawyer Joseph Lai 
and businessman and тоют Datuk Nik 
Hussein Nik Ali. i 

When Jomalina 


е 


“was. first 


ins tornpauy; Nissin, had "2096. Lai 


fohamed Kassim had close to 0.3%. The 
akdown remained the same after a 








make much impact on the group's earn- | 


are price in Kuala Lumpur up to record 


nce coming from the group's own re- 


nonii an 


Malaysian palm-oil refiner Jomalina, which Harrisons is buying 
р, has been the scene of much boardroom conflict 


wned 11.795, Ngo held 9.5% and 


e-for-two rights issue in December hat 


HMPB announced its second big buy — 
the M$25.9 million acquisition of 7 million 
shares in palm-oil refiner Jomalina, repre- 
senting 70% of the paid-up capital. 
HMPB already owns the other 30% , while 
the current. majority shareholders in 
Jomalina are in three separate but related 
groups. 

The first is made up of five members of 
the royal family of Pahang state — the pre- 
sent Malaysian kings mother, two 
brothers, sister and brother-in-law — who 
together own 57.4%. The second is a trust 
company representing Singaporean 
Thomas Ngo, with 11.4%. Ngo is the 
father of Jomalina managing director Vic- 


tor Ngo, who is himself married to ће. 


king's sister. The remaining 1. 1% is 


owned by deputy managing director 


Mohamed Kassim Salleh. 


The Jomalina sale-is still at ап early | 


stage, though the agreement of ail the 
shareholders has been obtained. It now 
has to wait for contracts to be signed and 
for the Malaysian Government's Foreign 
Investment Committee (FIC) to give the 
go-ahead. The Barlow sale, too; still has 
to get the approval of the FIC and of the 
Capital Issues Committee for the rights 
issue. HMPB's shareholders voted: in 
favour.of the Barlow deal at an extra- 
ordinàry general: meeting 
will meet again to approve. the rights i issue 
on May 20: 

‘The Barlow takeover will at a stroke 














year, though two years later a 2% block 
switched from Ngo to the royal family. 
Nik Hussein, who was also chairman of 
publicly listed Sentosa Plywood (now re- 
named SPK Sentosa) for six years from 
July 1975, made a brief appearance on the 


/six-man Jomalina board in. March 1976, 


representing the Nissin and Lai stakes. 
But his stay lasted only one week. He was 
soon replaced by Kenneth Kang, the 
brother of former United Malayan Bank- 
ing Corp. director Kang Kok Seng. 
Kang’s: connection with Nik Hussein 
was through the Sentosa Plywood board, 


“| on which Kang also sat from March 1976 
“to July 1978. But Kang was at the same 
: time involved in the establishment of a 

rival palm-oil refinery called Sawit Oil In- 
| dustries. Sawit was incorporated in May The 
1975, six ne ит JTomalina, but its issue 


“| 2,203 үне last yeär 
| chase from Harrisons and Crosfie | 
88% of the capital of Sabah Plantations — qu 
part of the Untangling of cross-interests in^ ` 
thé localisation plan. Sime Darby, by con- ~ 





ng on April 27, and 


108,000 tonnes-a-year карану Johor 


trast, holds a total of only 75,711 ha. under 
cultivation, while third-placed Guthrie 
group has some 74,000. 

At the same time, the purchase of the 
Jomalina refinery will propel the ex- 
panded HMPB into the small group of 


Malaysian oil-palm plantation owners ° 


which has moved downstream into refin- 
ing — among them Sime Darby, United 
Plantations, Kulim, Supreme and Ganda 
Holdings. This proces of vertical integra- 
tion has already got un 
of HMPB's other two't 
and cocoa. ^ 















ed wholly own- 
isons апа Cros- - 


factories whe. 
edHandC Latex fr 
‘to a new plant 
legri Sembilan. 






The group also has "eh in a cocoa 
processing factory i in Per k, due onstream 
this year. 


The Jomalina facility; docated some 30 
miles west of Kuala Lumpur, is one of the 
largest in Malaysia, with an approved ca- 
pacity of 700 tonnes à дау but an actual 
daily throughput. closer to 1,000 tonnes. 
Since its start-up ín 1977, the bulk of its 
crude palm-oil suppl some 40% -— 
has come from HMPB's neighbouring es- 
tates, while most of its refined-product 
output has gone to the state trading corpo- 
rations of India and Pakistan. Jomalina 










plant did not begin operating until 
January 1980: In 1981; Sawit’s share- 
holders — who inélüded Kang — were 
bought out by General Lumber (Hold- 
ings), a publicly quoted sawmilling com- 
pany chaired by Kang Kok Seng: with his 
brother as a director: 

The majority shareholders of Jomalina 
saw Kenneth Kang’s simultaneous іп- _ 
volvement with Sawit Oil Industries as a — 
conflict of interest and in April 1978, after 
two years as Jomalina’s full-time finance | 
director, he was asked to leave the board ` 
and the company. Eight months later — 
amid great ѕесгесу —’ Kang's апа Nik 
Hussein's Sentosa Plywood made à move 
to take virtual control of the’ company 
from which they had both apparently been 
ousted. Ina three-way deal finalised in 
January 1979, Sentosa's 100% % owned in- 
vestment holding company, TCNP Trad- · 
ing, bought 2,391,000 Jomalina shares, 
which at the time made up 39: 8% of the 















should start operating in September or 
October this year. `~ 
Negotiations for the Jomalina purchase 
are said to have started some six months 
ago, around the time that HMPB itself 
came into local ownership. Prior to that, 
its stake would have been limited to the 
30% level normally allowed to foreign in- 
vestors in similar operations. There seems 
little doubt that B's negotiators used 
- the current overcapacity in the palm-oil 
refining industry 
operators into tem; shutdowns last 
year — to extract the best possible terms 
ош of Jomalina's majority shareholders. 
The M$3.70 per share price finally set- 
tled upon — a price which HMPB said re- 
flected Jomalina's asset value — was 
roughly a third lower than an abortive 
offer made by a foreign group about a year 
ago, and only 70 M cents a share higher 
than the price paid by Sentosa Plywood 
for its initial purchase of 2,391,000 shares 
made more than four years ago. Sentosa 
acquired the subsequent rights-issue enti- 
tlement of 1,272,000 shares at the M$1 par 
value, and in Мо : 
combined block to HMPB's British-incor- 
porated predecessor and to the Pahang 
royal family at M$2.40 each. © 
Analysts here saw the Barlow Planta- 
tions price of M$1.04 a share as even more 
‘of a bargain, particularly since Sime 
Darby and Guthrie were known to have 
been angling for Barlows as soon as Per- 
modalan made it known that it would be 
selling. The price paid by HMPB is only 3 
cents more than Barlow's net tangible 
asset backing of M$1.01, and works out at 
only M$4, an acre (0.4 ha.) — the 
‘cheapest major plantation acquisition. in 
recent years. 
The HMPB takeover, by contrast, cost 


year later) raised Jomalina's capital: to 
M$10 million and Sentosa managed to add 
a further 1,272,000 shares to its holding, 
now diluted to 36.6%. The Pahang royal 
family then sold back the 2% block to 
Ngo, leaving them with 53.7%, Ngo with 
his original 9.5% and Mohamed Kassim 
with 0.2%. 


Е" the company’s share register, it 
seems clear that og, on initial stake 
came from Lai (705, ‚ Nik. Hus- 
sein (1,203,000) and one of the Pahang 
group (483,000). It also appears that Sen- 
tosa later managed to snap up the rights 
entitlement of Lai (an extra 470,000 
shares) and Nik Hussein (802,000). But in 
October 1979 Sentosa told the Kuala 
Lumpur Stock Exchange that the shares 
had in fact come from a company called 
Shah Niza Enterprises, which it went on to 
describe as a drainage and building con- 
tractor, insurance agency and new and 
usedcardealer. ' 
The exact provenance of the Sentosa 
shares was never officially settled, though 
it made little difference. From the outset 
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— which forced тапу · 


mber 1979 resold the |. 


Uil-palm refining: a move downstream. 


Permodalan M$7,000 an acre, the same as 
Multi-Purpose Holdings' September 1981 
purchase of Dunlop Estates. Barlow Plan- 
tations’ low gearing, — net current 
liabilities are only M$4.4 million — makes 
the price more attractive still. 

HMPB will, however, be paying a 4 
cents-a-share premium over the MSI price 
paid by Permodalan itself both in its Feb- 
ruary 2 purchase of sugar group Perlis 
Plantations’ 30% stake in Barlows and in 
its takeover the following day of Barlow 
Holdings’ 30%. Barlow Plantations had 
originally been formed in September 1981 
out of the Malaysian estate assets of 
British-based Barlow Holdings, with Per- 
modalan taking 40% and the two other 
partners dividing the remainder. At that 
time, too, the purchase price paid was 


М$1. 

But HMPB defended what it called the 
“relatively small premium” by pointing 
out, in an April 8 circular to shareholders, 


Jomalina’s majority shareholders — see- 
ing the links between Lai, Nik Hussein, 
Kang and Sentosa— had refused to regis- 
ter even the initial 2,391,000 sale, let alone 
the partial rights entitlement which Sen- 
tosa had later managed fo secure. 

The controversy became public in June 
1979 and the first the Kuala Lumpur Stock 
Exchange heard of it was through the 
press. By that time both Sentosa and its 
then parent company, tin-mining group 
Pahang Consolidated, had already gained 
dubious reputations for buying and selling 
huge investments, all seemingly unrelated 
to their main business, without informing 
the exchange. Sentosa, for example. had 
in 1977 bought a 900,000 share block in 
hotel group Faber Merlin at a price which 
exceeded both its own paid-up capital and 
its fixed assets. It later disposed of the 
stake without telling the stock exchange 
authorities. Even Pahang Consolidated's 
sale of its 49.5% interest in Sentosa in 
November 1980 to investment group SPK 
went unreported. : 

When the Kuala Lumpur exchange fi- 
nally intervened in the Jomalina conflict. 


= +> 5 5. E are 
| that "such a substantial acreage of 


veloped estate land rarely becomes avail 
able for purchase.” Permodalan, which 
said the sale came about as part of its 


licy to group its individual plantation in- — _ 


terests under the wing of its major planta- 
tion company subsidiaries, gained M$6.1 
million from the transaction. 

The two purchases seem to have im- 
proved HMPB's image on the Kuala Lum- 
pur Stock Exchange. First listed on Oc- 
tober 1, 1982, HMPB opened at M$3.72 
but rapidly fell back to M$3 and stayed 
around that level for the next three 
months. A steady rise then began, sup- 
ported by institutional buying from over- ^ 
seas. HMPB climbed to M$4.40 by the 
end of March, then added another M$1 in 
April. At month-end prices, HMPB's 
market valuation of M$1.8 billion puts it 
second only to Sime Darby (M$2.06 bil- 
lion) among publicly quoted Malaysian - 
companies. The proposed one-for-15 
rights. issue, which will raise, HMPB's 
paid-up capital from 333.9 million shares 
to 356.2 million, will increase the 
market worth still further. * 


HMPB's profits, though, are unlikely to Н 


sce much of a short-term boost from the _ 
Jomalina and Barlow acquisitions. Barlow: 


an 


Mc 
© 


^ 
997 
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Plantations is unusually pris erp 7 
rubber, with 53% of its planted land given | 


over to the crop, and its earnings have — 
been hit hard by the price downturn of the 
past two years. Calendar 1980 pre-tax in- 
come was £1.63 million (US$2.5 million) 
and first-half 1981 gross earnings 
£638,000, Over the 16 months from late 
July 1981 to the end of December 1982, 
profits before tax were only M$2.74 mil- 


che 


ve 
1 


Bis.” 


Y 


lion on turnover of M$24.8 million — . 


barely higher than in the 
year period. 

Jomalina's income, too, has slumped as 
the refining industry in Malaysia has be- 
come more and more overcrowded. In the 


thé ensuing flurry of letters and press com- 
ment led to a crop of outside offers for 
Sentosa’s disputed 36.6% holding. One of 
the two successful bidders was Golden 
Hope Plantations, a wholly owned sub- 
sidiary of Harrisons Malaysian Estates, 
the British-incorporated forerunner of 
HMPB. Golden Hope had tried to buy the _ 
whole block, but was prevented from: 
doing so by Malaysian Government rules 
which limits foreign participation in most 
commodity-based ventures to 30%. ` 

In the event, an agreement reached in 
November 1979 and completed two 
months later gave Golden Hope 2,903,400 
of the shares originally destined for Sen- 
tosa, and a Pahang royal family.company 
the remaining 759,600. In December 
1980, Golden Hope's interest rosé to 
exactly 30*6-with the acquisition from the 


; oy 


groups o — 


previous half- ^. 


royal family of a further 96,600 shares. ` "Sm 


The Pahang group at the same time sold 
small blocks to the other two remaining iri- 
vestors. These sales took Ngo's holding up. 
to 11.4% and Mohamed. Kassim’s to 
1.1%, where they stand today. ^ = = 


— JEFFREY SEGAL 
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mated to 















n the period April-December 1982, with 
"profits after tax and minority interests 















able to achieve the M$50 million net profit 
` forecast for the year to March 31, 1983, 
first issued in a shareholders’ circular last 














erms in the introductory document to the 
tock exchange two months later. The 























difficult, with wintering bringing down 
‘rubber output. Last year, HMPB lost a net 
:M$872,000 during the three-month 
period. 

Now, however, it seems the 1982-83 re- 
sults — expected in July — may well be on 
‘target. Prospects look considerably better 
for two reasons: first НМРВ seems to 
‘have managed to pare its operating costs 
Чо roughly 1982-83 levels, and secondly it 
will benefit from the recent improvement 
incommodity prices. — Lu сш 
-The price of crude palm oil — which ac- 
¿counted for almost half HMPB’s turnover 
in 1981-82 — is estimated to have aver- 
- aged M$780 a tonne on the domestic mar- 
ket in the 12 months to March 31, M$30 
"higher than the September forecast. — fg 












































LEGISLATION 





3, the company is esti- | 
nly just broken even. | 


ed to have only ju _ | Hongkong's 
HMPB itself went through.a tough time- 


investigators probing Eda to cover the Carrian group . 


: dropping by 20.2% to M$40.2 million. At . 
the time, the group looked unlikely to be- 


July and reiterated on slightly different 


inuary-March quarter is normally very. 


other Creditors. - 










Securities C 


ommis 


By Christopher Wood 

Hongkong: The Securities Commission 
has finally appointed two inspectors to in- 
vestigate the Carrian group, which owes 


creditors some HK$5 billion (US$719.4. 


million). Announcement of the move on 


April 29 came as bankers failed to agree | 


on the latest in a series of bail-out plans for 


“Сактап, which remains on the. brink of 
liquidation. zo 


Two days earlier, Ayala International 
Finance became the first Carrian creditor 
to resort to legal action when it filed a writ 
in the Supreme Court alleging that parent 
company Carrian Holdings had not com- 
plied with the termis of a HK$50 million 
loan agreed in: June 1982. Carrian chair- 


| man George Tan was also named by Ayala 


as guarantor of the.loan. Tan at. once is- 
sued a writ against. Ayala, seeking a 
declaration that his guarantee was invalid 
because certain conditions in the: loan 
agreement had not beer met. Ayala told 
the REVIEW the decision to sue Carrian 
was made in the course of “normal credit 
administration". апа without 








tor call 


sion extends the briefof 


consulting 


Checking the charge-sheet | 
-Hongkong borrowers may not be able to use the same - 
collateral for different loans under tighter regulations 
























By Philip Bowring ; : 
Hongkong: Disclosure requirements 
under Hongkong’s company law are being 
© tightened up. The current requirements 
are so lax as to provide a handy excuse for 
bankers who now find a need to explain 
their over-exposure to property lending. 
These bankers point out that with minimal 
disclosure requirements, borrowers have 
. been ablé to use the same assets as collat- 


` that even the. new Companies (Amend- 
ment) Bill would not stop.a determined 
borrower from getting away with such a 


will bereduced. = : på 

The bankers’ argument basically is that 
теу would not have lent money to any 
‘given company had they known the extent 
to. which it was already borrowed. This is 
particularly the case with private holding 


which expanded and swapped assets so 
rapidly in 1980-81 that accounts lagged be- 
hind the situation, rende 

less. Du 
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eral for different loans. But lawyers say - 


practice, though his room for manoeuvre | 


©. companies not obliged to publish balance-. 
* sheets. It also applies to public companies 


ing them worth- 






Countering the suggestion that lenders 
ought to have done more homework on 


the companies to which they were lending, : 
some of the bankers are also claiming that. 


charges on assets were not properly regis- 
tered by borrowers so that the lenders 
only discovered too late the extent of 
existing encumbrances. Now, according 


to the recently. published bill amending | 
ће Companies Act, the scope of registra- 


tion of charges will be:enlarged. 


nder the existing Section 80 of the or- 

# dinance, companies are required to re- 
gister charges against land, property and 
ships, uncalled capital, and charges made 
to secure debentures. However, there is 


no-requirement.to register charges on: 


shares in other companies. As a result it is 


quite possible for a company to charge all 





The official move to investigate Carrian · 
had been considered inevitable for some 
time, given both the number of dubious. 
deals already exposed and the. sheer: 
weight of the money owed — officials 
have delayed instituting an inquiry be- 
cause they said rescue talks might be pre- 
judiced. : р А 
- Nonetheless, the announcement of the 
inquiry does not appear to have been pre- . 
cipitated either by the writ or the failure of 

-the latest, and probably final, bail-out 
plan. Rather, it seems that the inspectors 
now probing another property company, _. 
Eda Investments (already in liquidation) 
had informed the commission they could 
not do their job properly unless they had 
access to Carrian as well. Tan and Eda 
chairman Chung Ching-man, who is now 
said to be in Taiwan, were once close busi- 
ness associates but later fell out and are 
now involved in litigation... . 

The investigation into Eda was an- 
nouced after a judge ordered its liquida- 
tion in late February. The two inspectors 
appointed, Robert Ching Tang, a lawyer, 
















charges on land and property is easily 
evaded by the borrower charging shares in 
a subsidiary owning the property, rather 
than the property itself... _ Я 
+- But the new amendment aims to tighten 
up the situation by requiring the registra- © 
tion of all'charges on a company’s shares | 
| iña subsidiary. This should mean that the 
use of separate Companies to “own build- 
ings or ships or transact deals will not ob- 
viate disclosure of charges. It should also 
mean. that where a private holding com- 
pany — such as Carrian Holdings — 
pledges shares іп its quoted subsidiaries, 
this information becomes a matter of pub- 
lic record. : : 
Lawyers suggest there is still consider- 
able room for manoeuvre. For example, 
registration’ is. only required. when the 
company ‘concerned “15 its subsidiary 
when the charge is created.” This. may 
make it possible to register the charge with 
a nominee. shelf company before it be- 
comes а subsidiary. Such action would 
ану require the complicity of the len- 
ёт. DEM 
The 






















“new amendment also makes no 









its assets to a variety of lenders without | si 


them knowing anything about any charge 

Other than their specific one. (In some 

|: cases, as a result, the same assets seem to | 

‘have been charged several times over.) | th 
; nent to register |- 


Meanwhile, the requiremen 


































ment: “The investigation so far into Eda 
has shown such a degree of interaction be- 
tween the companies and certain indivi- 
duals that it is considered that the speed of 
inquiry and the general benefit to be de- 
rived from it require that the same inspec- 
tors should be appointed.” 

The investigation will take in the whole 
of the Carrian group, including its sub- 
sidiary, associated and related companies. 
The inspectors have wide powers under 
the Securities Ordinance to investigate 
any breach of trust, defalcation, fraud or 
misfeasance. They can demand docu- 
ments and examine individuals under 
oath. The commission said the inspectors" 
terms of reference would be announced 
"shortly." cid 

or its part, Carrian issued a short state- 

ment — almost welcoming the move — 
saying the probe would provide the oppor- 
tunity to "clarify public misconceptions" 
resulting from "numerous § culative re- 
ports," The statement added that Tan had 
received confirmation that escrow monies 
would not be withdrawn "immediately." 
This refers to a February 28 Carrian state- 
ment that HK$250 million had been 
placed in an escrow account with an un- 
named bank by "parties connected with" 
the unidentified shareholders of Carrian 
Holdings. This was to be provided on 
satisfactory arrangements being reached 








New Issue 
March 1983 


Fuji Electric Co.,Ltd., Kawasaki-City, Japan 
100000000 Swiss Francs 


The Dai-Ichi Kangyo Bank, Limited 





BANCA DEL GOTTARDO 
HANDELSBANK N.W. 
BANK VON ERNST&CIE AG 
BANQUE PRIVEE S.A. 
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on said in its state- 






with creditors by May 1. No such arrange- 
ments have yet been reached, though Car- 
rian says it has asked merchant-bank ad- 
visers Hambro Pacific (for quoted Carrian 
Investment) and Wardley (for Holdings) 
to persevere. 

Hongkong's financial community will 
be anxiously watching to see just how dili- 
gently the inspectors pursue their task. 
For though in some respects Carrian may 
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Куг 


itowes, i 
king nearly 
all sections of the financial establishment 
and the political overtones stemming from — — 
its close relationship with Bumiputra - 
Malaysian Finance, the wholly owned 
Hongkong unit of Malaysia's Bank 
Bumiputra, will ensure detailed media 
scrutiny of апу subsequent findings —or - 
lack of them. 

Disclosure in the press so far of infor- 
mation on the group, supplied by mer- 
chant banks to creditors, has already fo- _ 
cused attention on where the inspectors — - 
should concentrate. Perhaps the most per- —— 
tinent areas are a number of reported — - 
transactions which were never completed. — — 
These include the purchase and an- 
nounced resale at a huge profit in 1980 of — — 
Gammon House, the deal that first made — — 
Carrian's name, and the supposed sale іп 
1981 of Carrian's stake in Union Bank 
(REVIEW, Jan. 27). 

Given the question marks behind these 
deals, which constituted large parts of re- 
ported profits, the inspectors will no 
doubt also be turning their attention to 
how quoted Investments' auditor, Price 
Waterhouse, approved the company's ac- 
counts. Ironically, one’ former Price - 
Waterhouse partner, John Marshall who — | 
is now Investments' managing director, 
was appointed as an inspector by the Sec- 
urities Commission in 1978 in an investiga- 
tion into Siu King Cheung Hing Yip Co. An- 
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chant-ban ing arm of the Hon 
Sh gh Banking Corp. A Wumber of 
Ad n d only Tan's per- | Investments’ paper. 
|| sonal guarantee and in the case of опе | The position is brighter: at Савнат s 
^|] US$35 million credit there is no security at main subsidiary, shippiogeonipany Grand 
ck alls * 
|... Carrian is not yet down and out, how= 
a ever, even if a post mortem examination is | a ا‎ truncated form. The fle 
E mil : now ‘under way. Hambro has still not offi- | is about to be reduced to just 25 ships fr 
JETSPEEDED RATES cially abandoned hope for its latest rescue | its original 57 following the Carrian buy- - 
ЗЕ plan, which involves asking creditors to | іп. In March GMH sold 20 ships к 
13monthe | 6 months | 1 year accept equity in exchange for a portion of | their former owner, Hongkong" 
89100.00 debt. It is understood that not all banks | ly. The family took over US$145 mi 
05$52.00 have yet г epea to the Hambro proposal | debt relating ‘td those vessels against 
15$52.00 — the deadline was to be April 29 — but | which GMH director Dennis Li ha iven 
tn ate that there is a “measure” of agreement. | personal guarantees, and akopa | 
eed Still, announcement of the official investi- | million in cash. E 


e gation could. жау һауе helped that 


cause. 
ndi Meanwhile, parent Holdings has in- 
$$100.00 formed its creditors in. yet another 
US$44.00. Wardley report that it must be allowed to 
usss20 _ || suspend payments on its HK$2 billion of 
S$7200 — debt. Otherwise, the whole group might 
Md PER ` || be brought down. Moreover, Holdings | these vessels from Pacnorse in 1981 for 
[ею * || says it will not be able to start repaying | US$130 million and then bareboat ‘char- 
debts until 1986 at the earliest, though no | tered them back to Pacnorse. Any cash 

uss2s 50 | иза? | usses00 7 || formal repayment schedule is proposed. | consideration on the sale will be negligi- 
= With most Holdings’ creditors secured | ble. ü 


INVESTMENT 


The blooming of Australia - 


The country' s stockmarkets surge on a wave of 
overseas interest and firmer commodity prices — 












































GMH now stands to remove ‘another’ 
US$100 million of debt from its remaining - 
outstanding debt of some US$260 million © 
by selling eight vessels back to Pacnorse, a 
joint venture between. Hongkong's 
| Wheelock Maritime and Norway’s Kris- 
tian Jebsen Rederi group. GMH bought 






















... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review "T pne 
tion. Simply tick the relevant in Sydney: Buoyed by strong offshore de- | is needed badly ‘corporations had 


automatically receive the || mand and firmer commodity prices, Aus- | been able.to go to the market to raise 
е соро RS YOU гаан саны || tralian sharemarkets are at their highest |. money in ће past 18 months because of 
` Minus the myth. A country-by-country survey of | | level since December 1981. Whether the | depressed share prices, forcing them to 
Asia. Everything from Finances & Currenciesto | | strong rise in prices over the past five | borrow (expensive): funds from banks and 
Politics and Social Affairs. The only single | | weekscan be sustained depends in part on | other sources. 
dium of its kind. the continued firmness of the Dow Jones The demand for Типа is uneven, how- 
Poor ied cover реш ог ieee үө Average in the United States and on the | ever. Some companies ran down stocks 
n currency gold price. dramatically in the final: quarter of last 
o area mamn tad The strong rally in the Dow over the | year at the start of a severe contraction in 
ү: ; ast six months initially took offshore buy- | the Australian economy. With low stock 
ing interest away from Australian mar- | levels and no major capital expansion 
kets. But the situation has. changed | planned, such companies were able to 
dramatically in recent weeks. An мә avoid expensive borrowings. 
tant factor which will help prop.up s Meanwhile, the recovery in share prices 


By Brian Robins 
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prices in Australia is the, firmness of com- | has been led by offshore investors, with 






















C 3months 

п 8months modity prices, especially copper, with the | few local institutions moving into.the mar- 

O 1year domestic price standing at A$2,000 | ket until the rally was well under way. 

с Please inctude the Yearbook at extra (US$1,739) a tonne — its highest level in | Over the past year, most local institutions 
ane three years. took advantage of changes in regulations 






The market rally has sparked off a rush 
for public funds by a number of major cor- 
porations. Rights issues and placements 
totalling more than A$500 million have | considered the prospects for a rally in 
been announced during the past three | share prices much greater than in Austra- 
weeks, and more issues ate waiting in the | lia. So they have enby surprise. 
wings, which could see the total pass the | The moveme .ustralia 
A$700 million mark over the next few | prices has been putieulany surprising, 
| weeks. The big rush of issues has been ab- | coming after the normal December half- 
sorbed surprisingly well by the market, fit fi fr 
which has yet to lose any g asa result 
Ji of ће. тапа for funds. This new еді 


allowing them much greater access to 
overseas markets. Most pumped as much 


| 










































Steady as she goes. 


companies have announced steady pro- 
fits. Orient Overseas (Holdings) re- 
ported a net profit for 1982 of HK$166.2 
million (US$23.9 million} . against 
HK$174.1 million in 1981. This, how- 


a record 24 ships. Directors said past di- 
versification and ship sales maintained 
earnings despite the slump in the ship- 
ping market. Although noting that there 
were now positive signs of world re- 
covery, they cautioned that economic 
improvement did not necessarily mean 
an immediate and substantial recovery 
in shipping where “overwhelming new- 
building orders and existing surplus in all 
sectors" would keep the market depre- 
ssed for some time. The total dividend of 
27 HK cents a share was in line with fore- 
casts. A similar distribution is predicted 
for this year. 

Meanwhile, Wah Kwong Shipping & 
Investment announced a HK$157 mil- 
lion net profit for 1982 (HK$144 million 
in. 1981): Chairman Chao Tsong-yea 
noted that while there was no real im- 
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f new-issue an- 

„it stood at 595.7, 

do drift lower over 
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swith Japanese steel 
eavy price falls. 
: ` Even so, prices of coal stocks have ral- 
hed, though n he 
‘issues. Sugar 
been passed over since the world sugar 
price is still depressed and. showing no 
signs of life in the medium term. Initially, 
most of the buying demand was for high- 
i; yielding industrials. Most ‘investors 
thought that even if dividend payments 
“were not increased, by locking themselves 
into solid yield stocks they would be safe 
inthe medium term... 

However, secon industrials 
and a wide range of speculative issues 
have-all come in for attention, with good 
demand out of North America and Britain ` 
for selected speculative issues which have 
come under promotional interest. An in- 

„` teresting feature of the recent rally has 

'^ "been strong buying from Hongkong and 

: European investors. But at various times 
British investors, traditionally a major 

+. force in the Australian market, have been 

"potable by their absence: 

».. Strong demand forshares has also come 

.;, on the back of stability of the. Australian 

<: dollar, following thé recent devaluation. 

“<The federal government. responded to the 

_ high level of capital outflow during Feb- 

“tuary and March prior to the recent fed- 
eral election with a 10%:devaluation of 
he dollar in March, cutting it to 73.3 on its 

rade-weighted. index from 81.5. Initially, 
the Australian dollar moved. higher fol- 






ling interest rates would strengthen the 
company's financial position and ensure 
asteady cash flow. The final net earnings 
figure was in line with a forecast made 
last August at the time of a HK$200 mil- 
lion share placement. A final dividend of 
24 cents was recommended, making a 
total payout of 34 cents, the same as in 
1981. — CHRISTOPHER WOOD 


Taxes hem in UMW 


Net profit at Malaysia’ 5 major vehicle 
distributor, United Motor Works 


























M$19.7 million (US$8.6 million) despite 
a near-threefold increase in turnover to a 
récord M$1.16 billion. Gross profits rose 
by 21.4% to M$32 million, or M$8.1 mil- 
lion less than the forecast issued last Sep- 
tember after the company took over the 
Toyota assembly and sales franchise 
from Inchcape. Tax payments grew from 
28.4% to 38.6% of revenues. 

More. than half. UMW's 1982 turn- 
over, or M$586 million, came from the 
Sejati group, а.52% owned joint venture 
formed with Toyota and other Malay- 
sian interests to operate the Toyota 
franchise. Yet Sejati's pre-tax profit con- 
tribution was. only M$5.2 million, 
against a forecast M$9 million. The 
shortfall arose, UMW said, because of 
heavy non-recurring finance charges 
stemming from the delayed completion 
of the acquisition. 

.UMW's traditional heavy-equipment- 
based business. widened its market 
share, with sales up 28%. But the 
downturn in. the logging and construc- 
tion industries last year meant lower 
margins, and Mens income fom non- 




























ever, included proceeds from the sale of. | 


provement in the market last year, fal- 


(UMW), grew by only 7.2% in 1982 to. 








Two of Hongkong's largest shipowning e 


Post-tax profits of | 
the 70% owned local su salary of 
British-American Toba f B 











tes — the produ th 
fined to producing pped 
in 1979 to 31% in 1982. Ho 
company is looking into the possibility: 
producing clove-flavoured white cigaret- 
tes. Earnings per share for 1982 came to 
Rps 326.91 compared to Rps 461.63: 
1981. Dividends have also dropped 
Rps 235 a share for 1982 from Rps 36 
share in 1981. — MANGGI HAB 


Diverging stores 


Mitsukoshi and Takashimaya, Japan's 
top two department-store chains, 
corded contrasting results in the fina 
cial. year. ended Feb. 28, 1983. 
Takashimaya made a net profit of ¥3 
billion (US$16 million); down 14% fro 
the 1982 level, while Mitsukoshi — suf- 
fering from a tarnished image owing to 
top-level fraudulent dealings — ended 
with a net loss of ¥5.1 billion, 
turnaround from the previous profit of 
¥7.5 billion. Meanwhile the total sales 
for Takashimaya were up 5.8% to ¥467 
billion and those for Mitsukoshi were 
down 7% to ¥546 billion. Takash 
maya’s profit decline was traced to tl 
liquidation of an allied company. 

Cultural exhibitions were held at 
Takashimaya's Tokyo store in a m 
drive to draw customers as Mitsukos' 
whose. president, Shigeru Okada, 
dismissed as a result of anomalies in the 
valuation of imported goods (REVIEW, 
Nov. 12, '82), held bargain sales to г 
duce excessive stocks and added ¥2 b 
lion for a special loss resulting from the 
said improper valuations. 

The dividend for Mitsukoshi was $6, 
down from ¥10, while the dividend for |: 
Takashimaya was steady at ¥7.50. For f: 
the current term, Mitsukoshi is again ex- 
pected to end with a deficit owing to c 
tinued slow demand and high invet 
tories. Takashimaya also see : 
curring profit. 




























































































. spite warnings of a correction after recen advances. y om see Wall Street's influence i in 
yresent trends. One exception to the overall hes was Taiwan, which ended sharply down 


| oric peak reached towards the end of April. 
tion to the record drop in its Е againn thel 


SINGAPORE: The bull run continued even as.pro- 


takers moved in, and brokers cautioned that som 


correction would be healthy. Strong overseas buying: 


interest and high domestic liquidity pushed Fraser's 
¿Industrial Index.244.52 points or 4.5% higher to 
lose on Apr. 29 at 5,680.90. (Markets were closed 
гоп May 2 for Labour Day.) Brokers said signs of re- 
overy in the United States economy and the expec- 
tation of a fall in interest rates there could further 
boost the market. Among the gainers were Oversea- 
Chinese Banking Corp., Fraser and Neave, Malayan 
«Breweries and Straits Trading. Turnover averaged 
21.4 million shares а дау during the period. 


KUALA LUMPUR: The market followed Wall 


Street's recent climb:to record highs in a-period ab- 
_breviated by the Labour Day holiday on May 2. The 
hare New Straits Times Industrial Index passed 


June 1981 peak of 1,245.34 on April 27 and went | 


to, close 33.24 points higher, while the 24-share 
eighted Fraser’s Industrial Index added 108.74 to 
,410.56.. Total volume was down only 3.6 million 
init on the previous period's 52.5 million, despite 


с loss of a full day's trading. Hotel and property-. 


ased stocks made most of the running. Price-wise, 
Jlantations outperformed the rest of the board. 


` HONGKONG: The precipitous fall of the Hong- 


-kong dollar dominated sentiment, and investors grew 
-increasingly bearish. On dwindling volume the Hang 
eng Index shed 46.64 points, or 4.596, to close at 


994.43. Average daily turnover was HK$112 million. 


(US$16. 1 million). Brokers said there would be no 
ally in prices until the currency position improved 
amid continuing fears that the authorities might feel 
: forced to increase interest rates further. One hope is 
that overseas institutions might again be tempted 
back in by the combination of cheap prices and a 
weak currency. 


- SEOUL: The market remained bullish following 
“the April 21 peak of the composite index at 130, trad- 
"ing volume also soaring to an all-time high of 41.1 
. million shares. On May 2, the period closed with a 
` further increase of the index to 132.91; the highest of 
` the year, with chemicals, electrical machinery and con- 
struction shares all gaining significantly. Daily trad- 
ing volume subsided to about 20 million shares, but 
analysts still feared overheating of the market as 


money: looking for quick returns kept flowing in. 


Among sector indices, chemicals gained 6.1 points, 
encouraged by news of. a gas discovery at the Madura 
Sea exploration te; electronics rose 12, 49 points. 


sulanond agreed to: 
tors drew confidenc 


boosted by prospects in 
selected counters and the conti uing insi utional in- 


38... 


ongkong, too; ended lower in reac- 
Sx ollar. 


1. volvement. Average daily, turnover was Baht. 81.6 : 


million (US$3.6 million). The Book Club Index rose 


+257 points to close at 120.92. 
TOKYO: The market continued to climb; though 


on slackening turnover partly due to the Gol 
“Week holiday. Interest moved from speculati 
“small issues to established names. Despite the re 
tively strong surge in prices there was little feeling 
that the market was overheating, There was a di 
minishing of short positions. Wall Street's gains р 
vided . psychological support. Particularly a 


shares were Tokyu, Nippon Express and Sanko, 


Steamship. The Nikkei-Dow Jones Average clos 


-at 8,704.39, up more than 100 points on the period 


“Turnover was small at 428.8 milli 


. shares worth P20.5 million (US$2 million), but price | 


movements. again showed a slight upward bias. 
Among the gainers was Atlas which posted a half- 


ation for both its A and B shares in what ^ 
was investors’ reaction to the copper ` 


producer's firs quarter net profit after a big.1982 net 
loss. Th v 


ing some petrodollar investment. 


activity in oils on news of resumed. 
ppine Cities Service. The relatively. | 
| fast movers there were Oriental and sister entities: | 
Basic and Landoil, both of which were said to be lur- : 


| Broken Hil'soum 


Bums Philp 
GIG 


AUSTRALIA: The. recent rise in Ананай i Sant : 


sharemarkets was sustained despite a rash of share is 
sues and placements. The Australian All-Ordinarie 


Index closed. on May 2 at 595.7 points, which, while . 
down from the recent peak of 603. reached on Арг. | 


25, is nonetheless a.strong performance. Consoli- 


dated overseas buying remained evident, with most ` 
attention focused on high-yielding industrial stocks, · 
which will provide a buffer if there are any moves to 


horas Nationwide Trans 


Western Mining 
Woodside 


prevent a rise in dividend payments. The market has | Ai 


„yet to see a correction. If one does occur, it will be 


“closely linked’ with movement on Wall Street. 


NEW ZEALAND: after looking quiet and unde- 


cided for several days, the market appeared to be 
gaining confidence by the period's end and looked 
ready for a'strong upward move. Rumours of further 
takeover activity pending aided bullish sentiment. 


` Economic and company news was scant but the ANZ 


banking group reported an encouraging 25% im- 
provement in half-year earnings. Interest returned 


strongly to oil explorers after NZ Ой & Gas. was , 


granted a promising onshore area. 


ТАРЕ: The period was a study in the volatility 


of the Taiwan stockmarket — after reaching а his- 
toric peak of 741.32 on April 27, the weighted ind 
plummeted 86.75 points, or nearly 1296, in the ni 


four trading sessions. The decline of 29.05 on May 2 | 


‚ was the steepest single drop in the market's histo! 


| Analysts said the market was due — even over 


for a correction after gaining some 75% ove 
week petiod. They. also pointed to the Secu 


| Exchange Commission's frequent. inte е 


| tighten margin trading 
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n compiling the names 


А included i in this book, the 
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I the heart of Bangkok's busiest com- 
mercial centre, sandwiched between 
the British Embassy and the nearly com- 
pleted Hilton Hotel, sits a magnificent 
traditional Thai teak house set in eight 
acres of manicured lawns, orchid groves, 
and lotus ponds. This hidden oasis is the 
home of one of Thailand’s more remark- 
able women, Khunying Lersak Sombat- 
siri. A highly successful businesswoman, 
property entrepreneur, and former com- 
munications minister, Lersak is one of 
many Thai women who have been the 
driving force in the nation’s post-war 
development. 

Politics in Thailand is considered 
men’s work. It is thought too aggressive 
for women. But while the politicians 
argue about the role of the military, the 
rise of a new general, or the possibility of 
another coup, the women keep the 
wheels of commerce turning over. They 
tend to keep a low profile but hold posts 
of power and influence in nearly every 
profession. Lersak, a 
chic, young-looking 
64, inherited much of 
her property and busi- 
ness concerns from 
her wealthy family. 
She was an only child. 
“I love land,” said the 
khunying, an honor- 
ary title from the 
monarch, “but you 
can't live on vast 
tracts of it today. You 
have to make it work 
for you." 

She owned the site on which. the 
British Embassy stands — and she is a 
partner in the joint venture which is 
building the Hilton Hotel. This coveted 
plot is only one of many prime sites Ler- 
sak owns in a city where land values are 
soaring. Her Nailert company is a con- 
glomerate operating . condominiums, 
town-houses, transport, markets, ag- 
ricultural projects and other off-shoots. 

But her business acumen and energy 
are matched by other Thai women. “It’s 
not apparent at first because Thai 
women traditionally keep in the 
background," said one American execu- 
tive. “But after a few months here you 
realise that women are effectively run- 
ning this country," Beneath the re- 
nowned gentle Thai femininity is a 
tenacity and a toughness rarely seen in 
the West. Thailand has a comparatively 
high literacy rate, 85%, and most edu- 
cated women take advantage of the 
cheap domestic labour to get out and 
work. 

Half the doctors and dentists in Thai- 
land are women. There are more women 
teachers than men. Women are promi- 
nent in the civil service, law, investment 
concerns, and journalism. Women own 
three of Bangkok's big tourist hotels, 
manufacturing and trading companies, 


Lersak: love of land. 


tower blocks, import-export firms, res- 
taurants, nightclubs, and holiday re- 
sorts. Many have been helped to the top 
of the commercial ladder by family con- 
nections or wealth but their continuing 
success depends on their personal abi- 
lity. 


07 woman who has risen entirely 
on merit is Sirilak Ratanakorn. She 
was appointed the president of the 
Bangkok stock exchange (the Securi- 
ties Exchange of Thailand) nine months 
ago. Sirilak, 50, came from a poor family 
in a rural area north of Bangkok. She 
withstood family pressure to quit school 
early and get a job to help support her 
six brothers and sisters. She won a scho- 
larship to the London School of Eco- 
nomics and later became a member of 
the British Institute of Chartered Ac- 
countants. After returning home to 
lecture at Thammasat University and 
work for several investment compan- 

ies, she became accountancy head 

at the Government Savings Bank. 


"A woman had never 
been asked to take such a 
senior post," she said. 
"There was a lot of opposition. There is 
no sex discrimination in Thailand but a 
woman must prove herself before she is 
accepted. It took me about a year." 
After five years she moved on to manage 
the stock exchange. Her brief was to 
bring confidence back to the market 
after its spectacular collapse in 1979. Al- 
ready the average daily turnover has 
risen from Baht 23 million (US$995,700) 
last year to more than Baht 30 million for 
the first quarter of this year. 

The Thai stock exchange is only eight 
years old. It acts as both an operations 
centre and a watchdog on trading, a 
function usually handled in other coun- 
tries by a stock-exchange commission. 
“We transfer and register stocks as well 
as watching out for manipulations or in- 
sider trading," explained Sirilak. “We 
want our members to be active but we 
also have to ensure that prices are 
neither too high nor too low." 

Sirilak finds her post enjoyable and 
challenging but says that if she were not 
married she would have gone into poli- 
tics. “Unfortunately, Thaitradition holds 


Kanitha: achieving liberation. 
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that women should not dominate their 
husbands," she says. *We are supposed 
to take a back seat. The few women in 
politics tend to be single or widows." 


n an entirely different field, another 

woman who has been awarded the title 
khunying is Kanitha Wichiencharoen, a 
well-known lawyer, social worker, and 
supporter of women's rights. A former 
Foreign Ministry official, Kanitha is 
fighting a lone battle against prostitution 
rackets in Bangkok. Inspired by shelters 
for destitute women in Britain and the 
United States, she has set up an indepen- 
dent home for Thai women who have 
been forced into prostitution or been 
abandoned by their families. 

More than 400 women and teenage 
girls have taken refuge at the Emergency 
Home for Distressed 
Women and Children 
since it was set up 18 
months ago. Half are 
prostitutes, who аге 
given lodging, food and 
clothing, and advice on 
moving on to alterna- 
tive work. Those who 
are pregnant often stay 
to have their babies 
there. Kanitha explains 
'that whereas urban 
Thai women are usual- 
ly well educated 
and emancipated, girls 
from the impoverished 
rural areas, particu- 
larly the remote north and northeast, are 
often exploited by roving *employment" 
agents. These procurers pay the girls' 
unsuspecting parents advance “commis- 
sions" and the girls usually end up in 
Bangkok brothels. 

"Some girls are locked up and beaten 
when they refuse to sleep with men, 
many dare not escape because they think 
they have to repay the commission given 
to their families," says Kanitha. “Ven- 
ereal disease is rife and some girls get 
pregnant." Police raids on brothels have 
resulted in the home admitting up to 50 
girls at a time, and its doors are chained 
and padlocked against agents and pimps 
who sometimes come demanding entry. 

Kanitha, who serves on several gov- 
ernment committees involved with so- 
cial welfare, believes that women in 
Thailand still have to work harder than 
men to get what they want. “But more 
women are attending university and 
more are holding important jobs," she 
says. "Many have never heard of 
women's liberation but they have al- 
ready achieved it." — DELLA DENMAN 
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We care enough to bring you a 
Business Class that has 
one feature others lack. Our name. 
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"| can tell that my passengers really appreciate our Business Class, especially the newly designed 
contoured seating. But | can also tell that they haven't forgotten the newness of our fleet, or our 
amazing on-time record or our high standards of training. Because | know they didn't just decide to 
fly business class, they decided to fly Lufthansa Business Class." 
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“Ас Yang Ming Marine 
Transport Corporation, the 
HP 3000 has helped increase 
our sales volume by 40% to 
NT$100 billion, in two years. 
Our staff has only increased 
by 3.2% in the same period.” 
“Т replace our old computer 
system, we weren't just looking 
for company image, but at the 
sophistication of its product and 


the quality of its service. HP gave 
us all three," says Н. W. Kuo, 


Asian Sales & AUSTRALIA _ 
Support Offices Melbourne, Victoria Office 


Tel: 89-6351 
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Hewlett-Packard Australia Pty. Ltd. 
BLACKBURN, Victoria 3130 


What 1f you chos 
as a computer pat 
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President of Yang Ming, Taiwan’s 
leading shipping company. ‘“The 
HP 3000 has proved to be a 
capable business partner.”’ 


The company’s Planning 
Manager, Frank H. Lu, said: 
‘‘Our HP 3000 has given us more 
efficient control of our containers 
at less cost. It has significantly 
improved sales analysis, 
equipment control, shipping 
documentation, customers' on- 
line enquiry, scheduling, business 
estimation, and accounting." 


HONG KONG 


Hewlett-Packard Hong Kong, Ltd. 


HONG KONG. Tel: (5) 832 3211 


INDIA 
Blue Star Ltd. 
BOMBAY 400 025. Tel: 4226155 






“The reliability of its hardware 
and the ease of operation have 
encouraged us to computerise 
further. We will soon be upgrading 
the power of its package to meet 
the demand of our new European 
liner service, and we plan to 
complete our global network by 
satellite in July 1984."' 





You too could count on results 


Hewlett Packard makes a 
wide range of computer hardware 
and software, from portable 
personal computers to distributed 
systems network. They deliver 
computing power to fit your 
changing levels of need. 


Proven management and 
financial strength 

Finally, HP offers its 
computer partners the continuity 
of proven management. For forty 
years, our sales and earnings have 
maintained a healthy balance, 
and steady growth has been 
financed entirely out of earnings 
— a sound financial basis for a 
working partnership between HP 
and our customers. 





The Deming Award 


The Deming Prize, awarded 
to Yokogawa-Hewlett- Packard by 
the Union of Japanese Scientists 
and Engineers, is recognition of 


INDONESIA 
BERCA Indonesia P.T. 
JAKARTA. Tel: 373009 


APAN 
okogawa-Hewlett- Packard Ltd. 
Suginami-Ku TOKYO 168. Tel: (03) 331-61: 
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YHP's total quality control 
approach, and is a point of pride 
throughout Hewlett-Packard. 





“At T. №. Secretaries and 

Registrars, our HP 250 has 
helped us save more than 

$150,000 a year.” 


T. N. Secretaries and 
Registrars is a well established 
Hong Kong firm acting as 
Company Secretary to clients 
ranging from small businesses to 
public companies of 15,000 
shareholders and 5 billion shares. 


Office Manager, Andy Ngan, 
says: ‘‘We are a medium-sized 
company and a computer has 
been essential to our office 
efficiency for 8 years now. When 
we decided to replace our original 
unit in 1981, we considered all 
the alternatives on the market. 
The HP 250 was exactly what we 
were looking for.'' 


“It is compact, good-looking 


and very easy to operate. The HP 
software support is totally reliable. 


"We handle large volumes of 
information often in a short 
period of time. We may have to 
process 10- 15,000 share transfers 
in 14 days for a company to 
declare a dividend. With the 
HP 250 and a staff of 6 in our 
computer section, it Is a routine 
task." 


‘‘The HP 250 saves us time, 
manpower and money.’ 
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For more information about 
HP products, contact the offices 
listed here or write to John Chua 
at Sun Hung Kai Centre, 5th 
Floor, 30 Harbour Road, 
Wanchai, Hong Kong. 


HEWLETT 
PACKARD 


TAIWAN 
Hewlett-Packard Far East Ltd. 
TAIPEI. Tel: (02) 712-0404 


THAILAND 
UNIMESA Co. Ltd. 
Bangchak, BANGKOK. Tel: 2340991, 2340992 





Elegant and stately, the Goodwood Park stands in a 
class of its own. 

The guest list has included royalty and heads of state. 

Little wonder when you consider few hotels in 
Singapore today have old world charm and splendour. 

Whether it’s the Brunei Suite in the tower with its 
private lift, or the deluxe suites, luxury predominates. 
All the other rooms in the Goodwood are just as 
tastefully decorated and spacious. 

The Goodwood has ten restaurants (offering 
Continental to Japanese cuisine) and cocktail lounges, 
two pools to splash in and six hectares of gardens to 
wander through. All this in the heart of the city. 
Sounds exactly right for you. 
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TIMELESS ELEGANCE 
22 Sentts Road, Singapore 0922. Telex: RS 24377 GOODTEL. 
Cable: GOODWOOD. 

GOODWOOD PARK * YORK HOTEL * MING COURT* 
ее, LADYHILL e HOTEL MALAYSIA. 
Reservations Worldwide: МАМА (D Golden Tulip Hotels. Steigenberger Reservation Service. 
Australia and Japan: Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel Booking Service. 
Jakarta: Sahid Jaya Sales Office. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline. 


Business 
Travels 
With 
The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
ern Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 


simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 








The state of Sabah 
Sey While we welcome 
| | the attention given to 
Sabah’s economy in 
our cover story 
ири, Арг. 14], 
there were many ип- 
founded statements 
and inaccurate statis- 
tics in your reports. 
Sabah's growth and 
general economic 
performance over the past few years have 
been remarkable, particularly in view of 
the economic recession which has ad- 
versely affected the prices of some of our 
more important commodity exports. 
Sabah's prosperity and long-term growth 
prospects are not as "fragile" as your re- 
port asserts, and recently important steps 
towards structural diversification of the 
economy have been taken. 

The process of converting some areas of 
forest to commercial-crop plantations, or 
other agricultural use, has provided a 
more stable base for growth and will pro- 
gressively diminish the state's heavy re- 
liance on log exports. Besides, the natural 
forests are a potentially renewable re- 
source and are also in areas being replaced 
by planting of fast-growing commercial 
hardwood species. Land, a non-deplet- 
able resource, is being put to more eco- 
nomically viable alternative uses. Sabah 
has an impressive array of renewable na- 
tural resources which will continue to pro- 
vide the main stimulus to growth. 

While you present a picture of urban- 
based consumer goods-led growth, a cor- 
rect reading of Sabah's economic-growth 
record would show that it is mainly rural in 
origin. Naturally, the towns have seen a 
spin-off in terms of rapid population 
growth, but Sabah still has a relatively low 
level of urbanisation. 

It is agreed that poverty, especially in 
certain backward rural areas, presents a 
problem which will take time to over- 
come. The federal and state governments 
are tackling the problem under the New 
Economic Policy, which has among its 
main objectives reduction of the incidence 
of poverty and a more equitable distribu- 
tion of income. Besides the diversification 
of the economy and the creation of more 
employment opportunities, special pro- 
jects including resettlement and rural 
development programmes are being im- 
plemented. 

It is not true that many rural people de- 
pend for a large portion of their cash in- 
come on the Sabah Foundation. The di- 
vidends are relatively small. The founda- 
tion is assisting the rural people in a more 
practical, long-term manner by channel- 
ling substantial funds towards comple- 
menting and supplementing federal edu- 
cation programmes by the award of study 
grants and scholarships. 

With regard to Sabah Land Develop- 
ment Board (SLDB) schemes, the state 
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Located and conferences 
close to busy are available. 
Orchard Road, And even a health 
the York's club complete 
proximity to with a sauna. 
Singapore's In-hotel dining 
central isa gourmet's 


shopping district and lively pleasure. Here you'll find 
entertainment makes it an authentic Italian and Japanese 
exciting place to be. cuisine. And the pooldeck cafe 
Tastefully furnished rooms and a coffeehouse offer both 
which range from split-level ^ western and local delights. 
cabanas to spacious suites Well located, the York 
provide comfort in style. makes your stay in Singapore 
Functionroomsíorseminars pure delight. 


On holiday or business, 
the York treats you right. 
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York Hotel 
The York Treats You Right. 


21 Mount Elizabeth, Singapore 0922. 
Telex: RS 21683 YOTEL. Cable: YORKHOTEL. 


GOODWOOD PARK * YORK HOTEL * 
MING COURT * LADYHILL * HOTEL MALAYSIA. 
Reservations Worldwide: KENA (®) Golden Tulip Hotels. Australia and Japan: 


Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel Booking Service. Jakarta: Sahid Jaya Sales Office. 
Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline. 








| rnm ee 2 


"мю т on 


The American Express Card. 


Don't leave home without it. 





The Avis Rent a Car & Driver Service - the American Express way. 
Now, every Avis self-drive car has an experienced local driver you can 
hire by the hour, when you need him. 
You can reach appointments relaxed and on time. Then, when business 
is over, you can take the wheel. 
This new Avis service is available in Bangkok, Hong Kong, 
Jakarta, Kuala Lumpur, Manila and Singapore. 
And of course, you can sign for all your rental charges 
quickly and conveniently with the American 

Express Card, without having 

to pay any deposit. 






Avis and American Express - 
we'll make you feel like you 
never left home. Avis features GM cars. 
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lion) "accumulated debts" of SLDB- 
misplaced, It is inevitable that after a 14- 


year period of almost constant expansion | , 
‘the board ћаѕ а sizable ‘amount of |. 
debt. But its assets were valued at M$620 | 
.million in November 1982; thus the net 


worth of SLDB was probably in the region 
of M$185 million. The placing of a new 
management team in SLDB is just one 
example of the state government's mea- 
sures to commercialise and streamline the 
operations of various statutory bodies. 

It is because of the recognition that ex- 
cessive dependence on primary-commod- 
ity exports is potentially damaging to the 
economy. that the state government has 
promoted recent efforts to diversify the 
economy through primary and secondary 
downstream processing of forestry and ag- 
ricultural products. The state government 
has set aside approximately 3:6 million 


ha., or 48% of Sabah's land area, as per- |. 
manent forest for productive, protective. 


and scientific purposes. The policy of the 
Sabah Foundation, of logging on an 80- 


‘year sustained yield cycle, is entirely con- 
sistent with recommended practices. Ё 
Nevertheless, the state has embarked | 

on an ambitious programme of reafforesta: 


поп with fast-growing softwood -and 
hardwood plantation species, with a total 
of 42,402 ha. planted to date. By these 
measures- ae that the long-term 

١ of the state will be as 
sured. The pre dismal prospects por- 
trayed for the saw-milling sector are not 
uph by the trade statistics. 


The state government is only too aware |. 


ofthe slow pace of industrial progress an 
for this reason. is taking whatever mea 


sures it can to overcome existing con- 
straints. The prospects look extremely | 


favourable. А: measure of the state gov- 
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-Consolidat d-accotint surplus ove 
riod was:: 1980, M$1.1 billion 
$667. 47. million, 1982, M5800. 


venue account balance was much great 
than the M$453 million mentioned i in yo 


report. 


Forthe pos two years, the i ate govi 


pos allowed the financial posit 
"main ае pid itis apparen 


the worldwide. 


ernment’s commitment to industrialisa- |. 1: 


tion is the substantial assistance to. such | 


bodies as the Sabah Economic Develop- 


ment Corp. (Sedco) and the gas-related 
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statement in your report that the Berjay 
government, like its predecessor, is "ha 


My clients are a large and well-known European Trading Organisation with substantial interests iri Hongkong. 


DIVISION MANAGER 
for their growing and remarkably successtul business in food and non-food packaged consumer ‘goods. Several 
the products distributed by my clients are market leaders and have not only consistently achieved excellent growth 
rates but offer wide scope for further development. The Divison Manager reports to the local Chief Executiv 
Officer. His task will be to maintain and strengthen the current profitable Operations as well as to seek out newop. . 
portunities. The Division Manager will have reporting to him a large, highly motivated and well trained team of mar- 


On their behalf, | am looking fora 


keting and distribution specialists. 


The successful candidate will probably have extensive marketing or brand management experience in а multi- 
national branded consumer products organisation. Ideally, he will have worked for several years in a major South 
East Asian market in a managerial position. He will be 32-45 years old and have a proven record of success. 

My clients offer a generous compensation package and the usual expatriate benefits. : 


Applications in English with complete details accompanied by a recent photograph anda hand: -written letter arein- 
vited to the address shown below. Full ротову! is assured. 


Dr. A. Gaugler 
Alfred-Escher-Strasse 26 · 
8002 Zürich Tel. 01 201 16.36 
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. HOW. MUCH 
DO YOU KNOW ABOUT 
_ THE NORTHERN TERRITORY? 


It is worth considering the 
Northern Territory as a place 
to investto take advantage of 
its proximity to Asia. 


We have; 

Natural resources 

Land — one sixth of 
Australia.Minerals 
Proximity to Asia 

Strong ties and relations 
with Asia Developing trade 
patterns with Asia Stable 
Government 

Rapid Growth 
Sophisticated business 
structure 


We need; 

Entrepreneurs 

Export oriented industries 
Technology and skills 
Capital 

Joint ventures and partners 
for development and 
exploration 






PAUL EVERINGHAM 
CHIEF MINISTER 


. DID YOU KNOW 

THE NORTHERN TERRITORY 
IS ONLY % (HALF) 

| THE DISTANCE 

ў TO YOUR OTHER 

E AUSTRALIAN MARKETS? 


NORTHERN TERRITORY DEVELOPMENT CORPORATION 
G.P.O. BOX 2245 DARWIN 

‚ NORTHERN TERRITORY 5794 AUSTRALIA 
TEL: 089 89 4211 

“TELEX: DEVCOR AA 85397 
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ss show your por- 
trayal of “Sabah пне he moun- 
tain” is a distortion of the correct position. 


MOHD. FAUZI PATEL 
Kota Kinabalu Press Secretary to the Chief Minister 


. . ° е 
Linguistic links 
The problem of the genetic relations (the 
way languages are related by descent from 
common ancestor-languages) among the 
languages of China and Southeast Asia 
may never be conclusively solved. How- 
ever, the bracketing in David Bonavia’s 
Letter from Hainan REVIEW. Apr. 14] of 
the Li languages with Tibetan, Burmese, 
Zhuang, Thai and Mon-Khmer under the 
heading "Sinitic" requires emendation, 
especially since it obscures an additional 
interesting point about these people and 
their language. 

The current consensus among linguists 
is that Chinese is related to Tibeto-Bur- 
man (including Tibetan, Burmese and 
many other minority languages) in the 
Sino-Tibetan family. Li, on the other 
hand, goes with Zhuang and Thai (as well 
as Lao, Shan and many others) in a group 
now known as Kadai. Mon-Khmer was at 
one time proposed as akin to Thai and 
others, but this finds little support today. 
Also in doubt is the once-assumed connec- 
tion of Thai with Chinese (and hence with 
Sino-Tibetan), especially in view of the 
likelihood of a genetic link between Kadai 
and Austronesian (Indonesian, Tagalog 
and many more), as advocated by Paul K. 
Benedict. The Li languages are especially 
interesting in this connection, since their 
numerals resemble ‘Indonesian, while 
much of the rest of the vocabulary, is 
clearly Kadai. 

Even if the above set-up is rejected, itis 
at least more interesting than hiding the 
complex interrelations of these languages 
under the term Sinitic, which has to my 
knowledge never been used to cover the 
language listed in the article; today it gen- 
erally refers to the Chinese “dialects,” as 
they constitute one branch of Sino-Tibe- 
tan, in opposition to Tibeto-Burman. 


DAVID B. SOLNIT 
Dept. of Linguistics 
University of California 






Berkeley 


Whose Gulf? 


We have read with interest The Gulf '83 
[Focus, REVIEW, Mar. 3]. However, we 
would like to point out that your usage of 
the term “Gulf” to mean “Рёѓѕіап Gulf" is 
rather inappropriate. As the Persian Gulf 
has been part of Iranian territorial waters 
since time immemorial, we hope it is not 
asking too much to call the Persian Gulf its 
deserved historical name instead of just 
the Gulf. We would also like: to point out 
that this is not just a matter of names but 
also a matter of national pride. After all, 

the name Persian Gulf has been duly rec- 
ognised by the United Nations as well as 
all the countries of the world. S. ZARE 


Acting Consul-General 
Islamic Republic of Iran 


Hongkong 





Japanese Prime Minister Yasuhiro Nakasone 
did not come bearing much in the way of gifts. 
But his personal charm and apparent integrity, 
plus a massive press-relations drive, were 
enough to ensure that his tour of the Asean 


member-countries was a success. His principal - 


aim was to win public as well as governmental 
acceptance of Japan’s new, more outgoing de- 
fence posture, and his principal promise was of 
new ties of friendship lasting into the 21st cen- 
tury. Correspondent Susumu Awanohara sums 
up the tour (page 14) and reports on the con- 
crete offers of Japanese help to upgrade out-of-date Asean industrial 


plant. (page 67). 


- 


Page 16 

A hijack leads to a surprising 
thaw in Sino-South Korean rela- 
tions — and embarrassment for 
North Korea's air-defence chiefs. 


Ж 


Раде 18 A 
France and China shrug off their 
differences over Cambodia to 
concentrate on practicalities. 


Page 23 

With a massive 
fanfare, a contin- 
gent of Vietnam- 
ese troops quits 
Cambodia. But 
how many went, 
and for how long? 


24 
South Korea's parliament is alive 
— but not exactly kicking. 


Regional Affairs 


Cover story: The nice man 
cometh 
Foreign relations: Hijack 
, diplomacy 
Counting the cost 
Indochina: Put out more flags — 
South Korea: All bark and no bite —— 
Taiwan: Muzzling the watchdogs 
Sri Lanka: Tidying up the house 
India: Eyeball to eyeball 
Thailand: Once more with 
feeling 
Defence: A base for discussion 
Indonesia: The Post arrives 
in Jakarta 
Diplomacy: Realism amid the 
rhetoric 





Cover photo: UPI. 


Page 26 Зе? 
As government elections ар- 
proach, Taiwan cracks down on 
dissident media. Meanwhile, a Sri 
Lankan election weeds out un- 
popular MPs. 


Page 29 

Trouble in Assam may not be 
over yet, and Assamese believe 
that the state merely reflects the 
malaise of the whole of India. 


Page 38 

Prem Tinsulanond puts together 
a new coalition government in 
Thailand — and leaves Chart Thai 
out in the cold. 


Page 40 

Manila and Washington begin 
negotiations over United States 
bases in the Philippines. 


Business Affairs 


Devel finance: A quiet 
revolution at the ADB 
Industry: Manila's reluctant victor —— 
Pacific aid: The Canberra cure 
Resources: Indonesia pins hopes 
RR o Sup Lm 
Economic relations: Old lamps for 
now in Asesn —. ی‎ ———— 
Famine relief: A spare ricebowl in 
SRRA eh MÀ 
Finance: Time to take a risk in Japan — 
Sticking its neck out 72 
Nuclear energy: China's balance 
Ce SRM 
Companies: Philippines — A new brew 
АЗАП Mig ау ы ж ЛИШ ЧАКТЫ © 
India — Upstaged from outside 


TE Asian Development Ban 
an an 
quietly shifts its lending policies 
away from strict lending 
and towards broad 

goals. i 


Page 56 l | 
A Japanese motor firm wins а 
Philippine contract — but may be 
wishing it hadn't. · 


Page 58 
Australia is li 

to come up w 
some more: aid 
for Papua New 
Guinea during a 
forthcoming visit 
by Prime Minister 
Bob Hawke. 


Pages 70-72 

Japan seeks more entrepreneu- 
rial financing for entrepreneurial 
industries. 


Page 80 

Negotiations .o 

French nuclear 

make progress 

= Mitterrand’s visit to Pe- 
ng. 


the sale of 
ctors to China . 
uring President 


Page 84 
An offshore investor causes a stir 
at two of India’s major com- 
panies. 


Hongkong — Catch a chunk 
of Carrian 


Regional Affairs 


Letters 

Briefing 
Intelligence 

The Week 
Traveller's Tales 


5 ' 
Economic Monitor: Thailand 
Shroff 

Company Results: 
Stockmarkets 

Prices & Trends 

Backpage Letter: Brunei 





REGIONAL 
Hongkong capitalists 
Peking announced on May 8 
the appointment of a record 44 
Hongkong “compatriots” to 
the National Committee of the 
Chinese People’s Political 
-Consultative Conference. 
Among the new faces are well- 
known industrialists, К. S. Lo 
and T. K. Ann — both former 
Hongkong . legislative coun- 
cillors — ‘and property de- 
velopers Gordon. Wu , and 
Deacon Chiu. The vast in- 
crease of Hongkong member- 
ship on China's national and 
provincial (Guangdong) 

ies is seen as part of Pe- 
king's effort to gain wider.ac- 
ceptance among the local 
population of its intention to 
regain ортон over Нопр- 
kong іп 1997, ending British 
rule in the colony. — MARY LEE 


Philippine President Fer- 
dinand Marcos ordered the re- 
lease of three Roman Catholic 
‘priests, two labour leaders and 
à veteran journalist. 

Priests Brian Gore of Aus- 
tralia, Niall O'Brian of Ireland 
and Filipino Vicente Dangan 
were detained for a day after 
they were arrested on charges 
of complicity in the murder of 
the mayor of Kabankalan, in 
the central province of Negros 
Occidental. 

Marcos also announced the 
release of labour leaders Felix- 
berto Olalia and Bonifacio 
Tupas, who were arrested on 
August 13 last year in a govern- 
ment move to contain labour 
unrest. Also freed was jour- 
nalist and unionist Antonio 
Nieva, who had been held for 
18 days for alleged ties with 
communists. 

— SHEILAH OCAMPO-KALFORS 


arms to Sihanduk 


Prodded by Prince Norodom 
Sihanouk, Singapore has brok- 
en its silence on arms aid to the 
Democratic Kampuchea coali- 
tion. Second Deputy Prime 
Minister S. Rajaratnam told 
the local press on May 7 that his 
government may extend arms 
aid to Sihanouk's Moulinaka 
faction, one of three groups 
comprising the  anti-Hanoi 
Cambodian coalition. 


10 


A day earlier, Sihanouk had 
urged the Singapore Govern- 
ment, which he revealed had 
supplied Son Sann's Khmer 
People's National Liberation 
Front with 3,000 automatic as- 


sault rifles, to provide his fol- 


lowers with arms aid. 
Rajaratnam ruled out any 
arms supplies from Singapore 
to the Khmer Rouge, the third 
faction in the Cambodian coali- 
tion. — У.б: KULKARNI 


New Zealand minister 
awarded 


New Zealand Energy Minister 
Bill Birch has been awarded 
NZ$180,000 (US$115,000) in a 
defamation action against the 
state-owned New Zealand 
Broadcasting Corp, Birch said 
he had been defamed in TV 
and radio programmes broad- 
cast in 1981 giving details of his 
shareholding in. a company 
holding land for which a mining 
prospecting licence ' was 
granted. — COLIN JAMES 


BUSINESS 

China awards its first 
offshore oil contracts 
China has awarded буе 
offshore oil concessions total- 
ling 14,086 sq. kms to a consor- 
tium led by British Petroleum 
(BP) under the first contracts 
signed between China and 
foreign oil companies in the 
current round of bidding. Four 
of the concessions cover tracts 
in the oil-rich Pearl River 
mouth while the other is in the 
Yellow Sea, where BP has con- 
ducted seismic surveys. 

In line with the model con- 
tracts China issued, the BP 
consortium has to take up all 
costs during the three-year 
exploration stage. BP will bear 
45% of the exploration costs, 
Broken Hill Pty of Australia 
20%, Ranger Oil of Canada 
10%, Petro. Canada Explora- 
tion Inc. 10% and Petrobas In- 
ternational SA of Brazil 15%. 
Details of profit and produc- 
tion sharing have been kept 


| secret. 


Drilling is to begin 45-50 


: days after the contract signing. 


Mak: leadership consolidated. 


The MCA names its 

new deputy head 
Malaysian Labour and Man- 
power Minister Datuk Mak 
Hon Kam was on May 8 ap- 
pointed acting deputy presi- 
dent of the Malaysian Chinese 
Association, the most impor- 
tant component of the ruling 
National Front after the Unit- 
ed Malays National Organisa- 
tion, headed by Prime Minister 
Datuk Seri Mahathir 
Mohamad. The appointment 
of Mak by the party's central 
working committee consoli- 
dates the leadership, which was 
thrown into disarray when 
party president Datuk Lee San 
Choon resigned unexpectedly 
in March. He was succeeded by 
Housing Minister Datuk Neo 
Yee Pan. — K. DAS 


It is hoped that the BP deal will 


«| trigger a series of offshore con- 


cessions to foreign oil majors. 
— TERESA MA 
Honda revs up with 
more bond issues 
Honda Motor Co. is to issue 
three convertible-debt offer- 
ings in Europe to help finance 
its — capital-spending pro- 
gramme. One issue will be for 
US$100 million, the other two 
for Sfr 100 million (US$49 mil- 
lion) each. All three bonds will 
be issued on June 2 and will be 
offered primarily to public 
buyers in Europe (but not in 
the United States), 
— MIKE THARP 
Signs of doubt about 
Malaysia's prospects 
Malaysian Deputy Finance 
Minister Sabaruddin Chik said 
the country’s economic growth 
rate in 1983 will be 4.5%, a 
slight dip from last year’s 
4.6%. He told a conference in 
the tin-mining centre of Ipoh 
that while world economic con- 
ditions were brightening, 
Malaysia could probably ex- 
pect to face slow growth and 
continued current-account de- 
ficits until 1985 at the earliest. 
Sabaruddin's speech was the 
first official indication that the 


widely forecast recovery in the 
Malaysian economy might now 
take longer than expected to 
materialise. Statistics — for 
January and February show 
Peninsular Malaysia’s trade de- 
ficit widened six-fold to M$1 
billion (US$433.8 million) over 
the two months compared with 
the same period in 1982. 

— JEFFREY SEGAL 


Indonesia backtracks on 
USS5 billion projects 
Four major Indonesian Gov- 
ernment projects are to be re- 
scheduled: the US$1.5 billion 
aromatics chemical plant at 
Plaju, south Sumatra; the 
US$1.35 billion Musi oil refin- 
ery; the US$600 million Bintan : 
alumina plant, and the US$1.6 
billion olefin petrochemicals 
complex in Aceh. Construction 
at the Plaju plant will be con- 
fined to the downstream 
facilities producing purified 
terephthalic acid. The other 
projects will continue at least 
until engineering studies are 
completed 
Penalties and costs incurred 
by the government will be less 
than the cost of going ahead 
with the projects. The move 
had been expected, with in- 
creased pressure on the cur- 
rent-account deficit owing to 
the decline in export earnings. 
Given the projects’ 99% im- 
port content, the rescheduling 
is expected to ease pressure on 
the current-account deficit by 
at least US$4 billion. 
— MANGGI HABIR 
Japan's Hino to make 
trucks in the US 
Hino Motors, a leading Japan- 
ese maker of heavy-duty and 
medium-sized trucks, is to 
begin assembly of knockdown 
heavy-duty trucks and buses in 
the United States. Hino has a 
wholly owned subsidiary in the 
US — Hino Motors (USA) — 
which it established in 1981 at 
the request of New York state 
to handle largé-bus produc- 
tion. This unit will import chas- 
sis while Florida-based Lisa 
Enterprises, which has been a 
Toyota dealer, will establish a 
new company to assemble and 
distribute Hino's 5-7 tonne 
buses and trucks. The new 
company will start production 
in January 1984 and produce 
500 units in the first year, 800 
units the next and eventually 
5,000 units annually. 
bc ty MIYAZAWA 
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Japanese police have so far found 
no violations of espionage laws in 
their investigation of the charges 
made by former Soviet spy Stanislov 
Levchenko, but they are continuing 
to look for violations of income tax 
and foreign-exchange laws. 
Levchenko asserts that the Soviets 
rana spy ting of 200 agents in Japan 
in the 1970s. He has publicly named 
‘eight of the alleged Japanese agents, 
including a former cabinet minister. 


SK К 

GRASPING THE NETTLE 
The new Thai Government is to give 
high priority to family planning 
among the estimated 1.3 million 
Muslims in southern Thailand. The 
subject was once a religious taboo 
among the Muslim communities, 
whose Jopulsuen is growing at 
about 3% compared with a 2% 
national average. The new drive is 
being led by the Democrat Party, a 
partner in the coalition government 
and in charge of the education of 

ublic health portfolios. Southern 

ailand is the party's stronghold, 

so it is committed to improving the 
economic wellbeing of the area, 


AFGHANISTAN 

| An American diplomat was expelled for 
“violating diplomatic norms," Radio Kabul 
said (May 8). Government forces launched 
“unprecedently severe" artillery and bomb- 
ing attacks on a rebel-held area north of 
Kabul, Western sources said (May 10). 


AUSTRALIA 

Former prime minister Gough Whitlam 
was appointed ambassador to Unesco (May 
4). The opposition Liberal Party retained the 
western Victoria seat of Wannon in a by-elec- 
tion (May 7). New South Wales Premier 
Neville Wran stood down for the duration of 
an inquiry into allegations that he tried to in- 
fluence the outcome of a court case (May 10). 


BANGLADESH 

At least 78 people died and 60,000 were 
made homeless in floods in parts of 
Bangladesh,officials said (May 4). A govern- 
ment order closing Dhaka University was 
lifted (May 9). х 


CAMBODIA 

Fifteen people were killed and 30 wounded 
when guerillas attacked a market near Phnom 
Penh, foreign medical workers said (May 4). 
Prince Norodom Sihanouk, president of the 
Democratic Kampuchea coalition, received 
the credentials of the Pakistani ambassador at 
a jungle guerilla base (May 10). 


CHINA © 
A Canton court sentenced three Hongkong 


where the relatively high growth in 
population has exacerbated 
unemployment and depletion of 
natural resources, 


HELPING WITH INQUIRIES . 
Hongkong’s 
Independent 
Commission 
Against 
Corruption is 
investigating the 
affairs of the 
troubled Carrian 
group. The 
commission, which 
answers directly to 
the governor, has wide powers in 
dealing with corruption offences. A 
separate probe into Carrian has 
been launched by the Securities 
Commission (REVIEW, May 12). 
Meanwhile, stalling by the 
Hongkong Society of Accountants 
over requests that it investigate 
complaints about the quality of the 
audited accounts of Carrian 
Investments is raising questions as. 
to whether the accounting business 
in Hongkong is of sufficient quality 
to be allowed to continue the self- 


men to jail terms ranging from 11 months to 
three years for smuggling in and selling about 
5,000 watches, it was reported (May 4). Gen- 
eral Secretary Hu Yaobang arrived іп 
Romania on an official visit (May 5). 


HONGKONG 

Two prominent industrialists and former 
legislative councillors, K. S. Lo and T. K. 
Ann, were elected to the new National Com- 
mittee of the Chinese People's Political Con- 
sultative Conference (May 8). 


INDIA 

Two junior Defence Ministry officials were 
jailed for six years on charges of spying for 
Pakistan (May 7). About 5,000 people were 
arrested and 200 injured in demonstrations 
against the Bihar state government, it was re- 
ported (May 10), - 


MALAYSIA 

An Asian-Pacific conference on Palestine 
ended in Kuala Lumpur with a declaration of 
a plan of action (May 6). Japanese Prime 
Minister Yasuhiro Nakasone arrived for an 
official visit (May 8). 


PAKISTAN 
Authorities announced the arrest of a man 
said to be a major heroin dealer (May 5). 


PHILIPPINES 

About 75 human-rights campaigners de- 
monstrated outside the Supreme Court 
against a recent ruling that upheld President 


regulatory privileges allowed it 
under the Professional Accounts 


Ordinance. Earlier this year, society - 


officials shrugged off criticism by 
Securities Commissioner Robert 
Fell who cast doubt not only on the 
quality of auditing of some public 


companies, but also on the ethics of & p 


some members of the profession. 


A FIRST FOR NAKASONE 


Japanese Prime Minister Yasuhiro | - 


Nakasone has been invited to deliver - 


> 


the commencement address at Johns - TA 


Hopkins School of Advanced 
International Studies in 
Washington. It would be the first 
time a Japanese prime minister has 
addressed an American audience in 
English at a major university. The 
commencement occurs on May 27, 
one day before the Williamsburg 


summit. Well-placed sources say the | - 


invitation was engineered by 
Nathaniel Thayer, who is an 

old friend of Nakasone. The 
Japanese leader has described 
Thayer, who spent more than a 
decade as a foreign service officer 
in Tokyo, as *my eyes and ears in 
Washington." 


Ferdinand Marcos' special powers of arrest 
(May 5). Japanese Prime Minister Yasuhiro - 
Nakasone arrived on an official visit (May 7). 
Informal talks started. on renewal of the 
agreement over United States bases in the 
country (May 9). 


SINGAPORE 

Japanese Prime Minister Yasuhiro 
Nakasone arrived on an official visit (May 4). 
Two pirates boarded a Japanese-owned 
freighter south of Singapore and escaped with 
the ship's safe, it was reported (May 8). 


SOUTH KOREA 

A Civil Aviation Administration of China 
Trident aircraft with 105 people on board was 
hijacked to a South Korean airbase while ona 
flight from Shenyang to Shanghai (May 5). A 
North Korean army captain defected to the 
South, a South Korean Defence Ministry 
spokesman said. China and South Korea 
completed the first round of direct talks over 
the return of a hijacked airliner (May 7). The 
95 Chinese passengers and crew on the air- 
craft were flown home (May 10). 


SRI LANKA 

Three parcel bombs were found in various 
locations in the northern province of Jaffna 
(May 9). 


THAILAND | 


Prime Minister Prem Tinsulanond an- . 


nounced the formation of a new four-party 
coalition government (May 7). 
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Fortune INTERNATIONAL is a new 
kind of Fortune designed specifi- 
cally for executives outside the U.S. 
It fits their need for reliable infor- 
mation directly from business 
centers in all parts of the world. 


Special international 
coverage. 
Each issue of FORTUNE INTERNA- 
TIONAL Contains almost everything 
from the regular Fortune, but 
there are also special articles writ- 
ten just for international sub- 
scribers. Several times during the 


year, the magazine will have its own 


cover story. And it has its individual 


Europe for nearly 30 years. 

On the other side of the world 
is Louis Kraar, Forrune’s Asian ed- 
itor, based in Hong Kong. He is an 
18-year veteran of international 
business reporting, with special 
emphasis on Southeast Asia. 

Five more seasoned FORTUNE 
editors have joined them on a jour- 
nalistic team operating from major 
capitals and developing special in- 


ternational stories wherever they 
happen. 
It’s FORTUNE...plus! 


Put it all together and Fortune 
INTERNATIONAL has all the strengths 


Reliable business information directly from world business centers. 


logo, contents page, and letters 
section. 

Editorially it is headed by In- 
ternational Editor Donald Holt in 
the United States. Supporting him 
in London is European Editor 


Robert Ball, who has covered the 


political and economic scene in 


12 


of Fortune—prestige, authority, 
expert analysis, tough-minded 
reporting, and good writing. Plus 
something more-special interna- 
tional business reporting that isnt 
available anywhere else. 

Fortune INTERNATIONAL is cur- 
rent everywhere. Subscribers 


` Fortune International. 
Its Fortune plus. 





around the world receive their 
copies of FORTUNE INTERNATIONAL at 
least a week before the cover date. 


70,000 and growing. 
Fortune INTERNATIONAL’. circula- 


tion is over 70,000. But that’s just 
the beginning. 


Subscriber Profile 


Top management 


53% 
Middle management 34% 
In business or industry 90% 
Citizen of country of residence 79% 





With a magazine that’s more 
useful and more interesting to in- 
ternational executives, this figure is 
expected to grow substantially. And 
subscription efforts everywhere are 
being stepped up. 

That means 1983 advertisers 
are likely to enjoy a significant cir- 
culation bonus! 

Just who reads Fortune 
INTERNATIONAL? "They're. decision- 
makers, usually in sizable corpora- 
tions. They're the executives whose 
daily business activities require 





The two editions of Fortune for January 
10, 1983. Fortune INTERNATIONALS first 
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coverage. Shown visiting London is Fortune Internationat Editor Donald Holt. 


them to be in touch with develop- 
ments all over the world. 


Top advertising market. 


They're the people you see on the 
plane between Paris and Frankfurt. 
And getting off the London-to- 
Washington Concorde. And flying 
the Tokyo-to-Hong Kong 747. 
Over 50% are in top man- 
agement, almost half of whom hold 
managing directorships. Nearly 
80% did for companies that do 
business with firms in other coun- 
tries. Seventy-nine percent are citi- 
zens of the countries in which they 
live. Their average family income is 
estimated at about $70,000 a year. 
They're a prime advertising 
audience. And now, for the first 
time, you can reach them in an edi- 
torial environment that’s designed 





issue had its own cover story. That will 
happen several times during the year. 
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precisely for their interests. 
Remarkable efficiency. 


You'll be surprised how little our 
Fortune INTERNATIONAL edition 
costs. A one-time black-and-white 
page is only $5,420. Or you can buy 
just the European edition for 


time black-and-white 


North American 


in the — 


ion IS yA 


$20,420. But the combined North ? 


American/International rate is 
$21,740—just $1,320 more. 

Split run? It’s free. 
But there’s more. Worldwide adver- 


tisers who have different messages 
for the North American, Euro- 


pean, and Asian audiences can run : 


a different ad in each edition with- 
out additional cost. 

There is no split-run charge. 
No extra cost for changing plates. 

Fortune INTERNATIONAL—it'S 
the newest, most efficient, most 
creative way to reach influential 
аал е іп all the business 
centers outside the U.S. 


For more information. 


In Japan, contact Hirowo Itow, 
Japan Advertising Director, 
Fortune, Time & Life Building, 





Fortune Internationa subscribers are frequent air travelers; 
they make 700,000 round trips a year. 


$4,020 or the Asian edition for 
$2,170. 


Worldwide Efficiency 


North American Edition $20,420 
purchased separately 

International Edition 
purchased separately 


Combined rate for both 


$ 5,420 





$21,740 


However, advertisers with 
worldwide messages can enjoy big 
savings by combining Fortune 
INTERNATIONAL with FORTUNES 
North American edition. A one- 


FORTUNE 


3-6 Ohtemachi, 2-chome, Chiyoda- 
ku, Tokyo 100, Japan. Tel: (03) 
270-6611. 

In Hong Kong, contact Mar- 
tin Clinch, Martin Clinch & Asso- 
ciates Limited, Queens Centre, 
58-64 Queens Road East, Hong 
Kong. Tel: 5-273525. 


How to Subscribe 
In Asia, write: 
Fortune INTERNATIONAL 


1011 Prince’s Building 





Hong Kong 
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By Susumu Awanohara 


Kuala Lumpur: Japanese Prime Minister 
Yasuhiro Nakasone's tour of the Asean 


> countries and Brunei was primarily a pub- 


lic-relations exercise and, given its objec- 

tives, it was a successful one. It was clear 
from the outset that Nakasone would not 
come bearing massive economic largesse, 
nor make any major policy initiatives. In- 
stead, the emphasis was on continuity and 
consistency. 

Having been preoccupied since taking 
office with fiscal and administrative re- 
form, trade friction with other industrial 
powers and a domestic debate on Japan's 
defence buildup, Nakasone felt he needed 

to convince Asean that Tokyo's policy to- 

. wards the regional grouping remained the 

_ same. It was also particularly important 
for Nakasone — for domestic as well as ex- 
ternal reasons — to gain Asean's under- 
standing and support for the defence 
buildup, which he stressed was consistent 

. with Tokyo's past policy, based on the Ja- 

_ panese Constitution. 

—. Of course, Nakasone wanted to build 


. on foundations laid by his predecessors 


. and proposed a Japan-Asean “friendship 
programme for the 21st century" — a 


.. major human-exchange programme. On 


De. 
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the whole, the Asean countries seemed to 
welcome Nakasone's gesture, both at gov- 
ernmental and popular levels. With vary- 
ing degrees of enthusiasm, Asean leaders 
'expressed approval of Japan's defence 
buildup, provided that it was for defence 
purposes only and would be carried out in 
accordance with Japan's constitution and 
the Japan-United States security treaty. 
But there is still fear and suspicion of 
Japan. 

Some in Asean say that greater efforts 


. аге necessary to establish a more equal 


and equitable relationship between Japan 
and Asean. Others wonder what has be- 
come of Nakasone's advocacy of constitu- 
tional amendment, which could mean 
among other things an amendment allow- 
ing Japan to become a military power 
again. 

For Nakasone, securing Asean’s sup- 
port for his defence buildup policy was not 
only important in itself as an aspect of 
Asean diplomacy, but was also crucial in 


. weakening domestic opponents of the po- 


licy. It already had the support of Tokyo's 
neighbouring governments, including 
those of Asean and even South Korea, but 
by contrast, public opinion in the region 
ranged from suspicious to hostile. 
Nakasone's opponents in the Japanese 
parliament — mainly socialists and com- 
munists — have been more sensitive to 
Asean's public opinion than to the more 
hostile South Korean public reaction and, 
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kasone uses charm to win over Asean leaders — and people 


e nice man cometh 


indeed, used misgivings expressed within 
Asean as one of the key arguments against 
the buildup. 

Nakasone's first overseas trip as prime 
minister was to South Korea. It was fol- 
lowed by a visit to Washington, where 
Nakasone saw how serious the Americans 
were in urging Tokyo's defence buildup. 
At the same time Nakasone apparently 
impressed US congressmen and Defence 
Department officials as the first Japanese 
prime minister with whom they could dis- 
cuss security matters seriously, and he 
thus raised their expectations. 

Although it is impossible for Nakasone 
to satisfy fully all US demands within a 
short period, and though it is difficult for 
the Japanese to figure out to what extent 
Washington would compromise, US pres- 
sure on Japan is certainly taken more seri- 
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Flowers in the Philippines: Marcos with the Nakasones. 


ously now in Tokyo than before. Against 
such a background, Nakasone was happy 
to obtain explicit and, in some cases, un- 
expectedly strong support for his defence 
policy among Asean leaders. His domestic 
opponents will by no means be silenced by 
this, particularly as it becomes clearer that 
defence spending can no longer be con- 
tained within 1% of gross national pro- 
duct. But they have lost a potent argu- 
ment. 


Юе however, had to commit 
himself to.maintaining Japan’s current 
constitution, with its so-called peace 
Clause which renounces war. Asked whe- 
ther he had not lost an important political 
option in an effort to gain Asean’s sup- 
port, Nakasone maintained that the cur- 
rent constitution was a very good one and 
would be upheld. He also reiterated his 





position that his cabinet “would not put 
constitutional amendment on its time- 
table.” 

According to one of his close aides, 
Nakasone strongly believes that if there is 
to be an amendment to the constitution, 
national consensus must precede it. At 
this time, Nakasone does not want an 
amendment, the aide adds. But it is well 
known that Nakasone was a proponent of 
an amendment favouring “Japan’s own 
constitution” (the opponents of the exist- 
ing constitution argue that it was dictated 
by the Americans) as well as military 
buildup. It is also true that advocates of a 
constitutional amendment consider 
Nakasone to be one of them and will pres- 
sure him to take concrete action. Asean 
will be watching closely for any signs from 
Nakasone or the ruling Liberal Demo- 

cratic Party (LDP), 
which Nakasone 
heads as its president, 
towards changing the 
constitution. 

During his tour, 
Nakasone was an- 
xious to demonstrate 

. his , awareness that 
Cambodia was the 
most immediate poli- 
tical problem for 
most of Asean and 
that international in- 
terest in the issue was 
on the wane. It was 
in this context that 

Nakasone reiterated 

Japan’s firm support 

for Asean's position 

on the issue, while re- 

minding the  Viet- 

namese that Japan's 
offer of major reconstruction aid would 
still be honoured if Hanoi accepted 
Asean's proposals on Cambodia. The sug- 
gestion that Japan should extend 
economic aid to Laos, made by Japanese 
Foreign Minister Shintaro Abe, also re- 
flected Tokyo's desire to break the Cam- 
bodia deadlock, though some top Tokyo 
officials felt the suggestion was ill-timed. 

Japan's search for its political role in the 
region also manifested itself іп 
Nakasone’s message to Indonesian Presi- 
dent Suharto that Peking saw no obstacles 
to normalisation of its relations with 
Jakarta, This point was made by Chinese 
Communist Party General Secretary Hu 
Yaobang in February and by senior states- 
man Deng Xiaoping in late April, both 
times to Nakasone emissáries. Suharto, 
however, did not show any interest in the 
message. 
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Nakasone also played up Japan’s plan- 
ned role in the forthcoming summit meet- 
ing of industrialised powers in Wil- 
liamsburg, Virginia, where he said he 
would present Asean’s views on the world 
economy and on US-Soviet disarmament 
talks. 

The premier's efforts concerning In- 
dochina, China and Indonesia and on the 
Williamsburg summit may seem quixotic, 
but they do reflect Tokyo's intention of fil- 
ling the gap left by the Guam and Nixon 
doctrines, which effectively reduced the 
American political role in the region. 

As one Tokyo official told the REVIEW, 
Japan's political role in Asia, blown out of 
proportion some observers, is still 
minuscule: it has not yet joined the league 
of major players, comprising Washington, 
Moscow and Peking. But Japan can con- 
tinue to help à. moderate and realistic 
China in its modernisation efforts, and at 
the same time serve as a link between 

-China and the West, particularly between 
China and the US, whose relations are 
now strained, the official added. 

This is important at a time when China 
and the Soviet Union are trying to seek ac- 
commodation with one another. While 
understanding the longer-term fear of 
China felt by Asean countries, Japan may 
yet be able to serve as a link between Pe- 
king and the regional grouping, the offi- 
cial said. 


uch a statement suggests that Japan 

sees its role as a linchpin in an alliance 
comprising the US, China, Asean and it- 
self against the Soviet Union. If this is 
true, making such a role too explicit might 
invite criticism and backlash. Thus 
Nakasone, while directing some harsh 
words at Vietnam for its continued occu- 
pation of Cambodia, stopped short of 
explicit mention of the Soviet threat in his 
major speech in Kuala Lumpur, his last 
stop. But some Asean countries, like 
Japan, are known to be increasing their air 
and sea surveillance capabilities, which 
does not make sense unless there is cooper- 
ation among these countries. Likewise, 
limited cooperation in security areas be- 
tween Japan and Asean is not inconceiva- 
ble. 

Nakasone obviously tried very hard to 
keep up Japan’s economic cooperation 
with Asean, and though the increases this 
time were modest compared with past 
years, Asean leaders appreciated that 
Japan was in a recession and also was suf- 
fering from a serious fiscal crisis. Asean 
pm is experiencing even 'greater dif- 

culty: whereas in 1981, former Japanese 
Prime Minister Zenko Suzuki went 
around the region asking for stable 
supplies of oil, natural gas and other raw 


ste 

chases. 
Economic policies introduced by 
Nakasone and applying in common to all 
Asean countries included a 50% increase 
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in the ceiling for total imports entering 
Japan under its Generalised Scheme of 
Preferences. The ceiling will go up from 
US$3.3 billion to about US$5 billion as a 
result. Another was renovation of existing 
industrial plants, built through Japanese 
aid programmes (page 67). 

After ‘having pledged increased yen- 
credit and grant aid to Indonesia and Thai- 
land (REVIEW, May 12) Nakasone went 
on to Singapore, promising to consider re- 
quests to provide extra financial assistance 
to the petrochemical complex which the 
Singapore Government is building with 
Japanese help, and to relax industrial 
standards for imports, which critics say 
amount to non-tariff barriers. 

In the Philippines, Nakasone pledged 
yen-credit aid of ¥65.1 billion (US$277 
million), up from #50 billion, as well as 
grant aid for several extra projects. He 
also promised to review Tokyo's tariff on 
bananas and to consider assistance for a 
planned multi-purpose dam. Nakasone 
told Philippine President Ferdinand Mar- 
cos that Japan could not provide aid to 


Smiles in Malaysia: Mahathir's greeting 


rescue the ailing Philippine copper indus- 
try as had been requested. 

Nakasone had already pledged yen cre- 
dit amounting to ¥21 billion and an extra 
¥40 billion in special credit to Malaysia 
when Prime Minister Datuk Seri Mahathir 
Mohamad visited Japan in January. There 
was a happening of sorts in Kuala Lumpur 
when Mahathir, in a banquet speech, 
lashed out at those who he said were mak- 
ing *a concerted attempt to discredit the 
Look East policy." 

Some Japanese were concerned that 
Japan may be embroiled in an internal 
Malaysian dispute over the Malaysian po- 

Japan, but Nakasone 


| said he was impressed with Mahathir's de- 


termination to pursue his policy and 
pledged all possible help. Mahathir called 
for greater direct investment from the Ja- 
panese private sector, and also requested 


oo CC 


TORY | 


Japanese help in nier. the railway 
link between Penang and Johor Baru, and 
in building another link between Kuala 
Lumpur and the new industrial areas on 
the peninsula's East Coast. 

Apart from continuing with past aid 
policies, Nakasone wanted to come up 
with new ideas. In his major speech in 
Kuala Lumpur, which he read in English, 
Nakasone pledged Japan's efforts in the 
transfer of industrial technology as well as 
cooperation in the field of science and 
technology. Clearly the emphasis is shift- 
ing from hardware to software, which is a 
logical extension of past aid patterns. 


Nie proposal of regular science 
and technology ministers’ meetings was 
well received by all Asean countries, and 
preparations for those are likely to get 
under way in the near future. In a 
conference, Nakasone demonstrated that 
he had fairly concrete ideas on how to go 
about achieving these rather abstract ob- 
jectives. 

But the most important of his new in- 
itiatives was the "friendship programme 
for the 21st century," through which 
the premier wishes to expand dramatically 
the exchange of young people between 
Asean and Japan. Under this scheme, 
he is inviting 750 young people from 
Asean — 150 from each Asean member 
country — each year for the coming five 
years for a month's stay in Japan at 
Tokyo's expense. He said he would alsQ 
like to send Japanese youths to Asean 
countries. 

"When these young people, with 
numerous friends throughout the region, 
grow strong and confident and take up 
their rightful places at the centre of their 
societies, the cooperative relations be- 
tween Japan and Asean countries shall be 
truly consolidated and become a driving 
force for the creation of à new Asian cul- 
ture, which will show the world the way to 
the future," Nakasone said. His close 
friends say this is not hollow rhetoric: the 
romantic in Nakasone really believes in 
such goals. 

The general impression among the Ja- 
panese is that Nakasone has made a 
favourable impact on the countries he vis- 
ited. Some Indonesian newspapers of- 
fered critical assessments of his visit after 
he had left, warning variously of Japanese 
economic domination or of Japanese 
militarism gaining footholds in Ascan 
countries. 

In Manila, columnist Teodoro Valencia 
warned of Japan's "capability for con- 
quest" and insisted, rightly, that "those 
beautiful words of Nakasone must be re- 
flected in trade policies, handling of visa 
applications and the way Filipinos are 
treated in Japan." After Nakasone's talks 
with Marcos, Valencia quipped: “As good 
hosts we let Nakasone get away with [talk- 
ing only on topics of his interest], but it did 
not mean that we were happy about it." 

But even before the premier's arrival, 
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bances during Nakasone s visit, which the - 


_ Japanese feared, particularly in Indonesia 
and the Philippines. In contrast to 1974, 
when such disturbances did take place on 
a grand scale, the peoples of Asean have 
come to accept economic transactions as 
well as the Japanese presence as a fact of 
life. 

. . Increased self-confidence among Asean 
countries has also blunted animosity to- 
wards the Japanese, and Asean people do 
appreciate that, whatever their less-ad- 
mirable traits may be, the Japanese are 
capable of hard work and team effort. 
Complacency on the part of Japanese is 
dangerous, but their ritual fear of anti-Ja- 

anese demonstrations and disturbances 
is unnecessary, the Asean experts said. 


Į: fact Nakasone’s tour was smooth, and 

in the Philippines — overwhelmed by 
the grand welcome orchestrated by Mar- 
cos — Nakasone heavily revised his ban- 
quet speech, apologising to the Filipino 
people for the wartime suffering Japan 
had caused. The greater the generosity 
and magnanimity of the Filipinos, the 

_ deeper the Japanese regret, Nakasone 
said, adding that the Japanese would 
never, forget their past mistakes. Indica- 

: tions were that Nakasone was sincere in 
making such a statement, which did not 
quite jibe with his image as a hawk: 

In private conversations during the trip, 
Nakasone stressed that though Japan is 
wealthier than Asean materially, it is not 

- necessarily superior morally or spiritually. 
_ Each country has its culture and tradition 
. andis proud of them. If the Japanese were 


(s to operate in the region believing that 


єх 


money made them superior, or that 
money could buy anything, they would be 
committing a serious mistake. Many 
among Nakasone’s entourage were sur- 
prised at such statements from their prime 
minister, who is considered an ardent 
nationalist and even a chauvinist, but 
others recalled that he was the first Japan- 
езе prime minister to treat South Korea as 
Japan’s equal partner. 

There is no question that Nakasone is 
more articulate and has more charisma 
than most of his predecessors, though this 
would not necessarily make him popular 
in Japan. As Singapore Prime Minister 
Lee Kuan Yew told Nakasone: “Your 
reputation as an incisive and outspoken 
leader has preceded you. Most of your 

~ predecessors had made a virtue of soft and 
“misty language, making you appear so 
clear-cut by comparison." The Asean 
countries may have understood Nakasone 
better than his predecessors. One pro- 
blem, though, is that Nakasone's style is 
meeting with great resistance in Japan, 
even in his own political party, and his 
longevity as prime minister is somewhat is 
doubt. Nakasone went around Asean and 
. Brunei saying that he had established 
close personal relationships with the re- 
gion's leaders. Some Asean commen- 
tators are wondering how long Nakasone 
and his various pledges will hold good, 
and how long Japan will abide by its exist- 
ing constitution. 
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The forced flight of a Chinese airliner to South 
Korea leads to a surprising thaw in Seoul-Peking ties 


By Shim Jae Hoon 
Seoul: The British-built Trident jet air- 


craft left the Manchurian city of Shenyang 


for Shanghai at around 11:10 a.m. on May 


5. Asit passed over Dalian, a gunman rose 


from the front row of seats and fired a pis- 


tol at the lock of the security door leading 


to the cockpit. Another gunman, aided by 


four other people, including a young 


woman, turned and shouted at 90 stunned 
passengers: "Don't move." The hijackers 
said they wanted to take the plane to 
Taiwan. 

Near the cockpit, more shots were fired 
as two crew members tried to resist. The 
radio operator and navigator fell to the 


Shen greets passengers: evidence of goodwill. 


floor with blood streaming from leg 
wounds. The pilot, with a gun held at his 
head, was told to fly south. Instead he 
turned east, towards North Korea, hoping 
to land on friendly ground. 

The Civil Aviation Administration of 
China (CAAC) aircraft landed eventual- 
ly at a military base east of Seoul, but only 
after a hair-raising flight that went first to 
the North Korean capital of Pyongyang 
and then over the tense demilitarised zone 
dividing Korea. The aircraft, according to 
the pilot, circled north of Pyongyang twice 
and over the capital itself three times with- 
out drawing attention from either ground 
or air defences. Only when it crossed the 
border did South Korean radar operators 
notice North Korean fighters scramble. 

In Seoul, Inchon and other cities adja- 
cent to the demilitarised zone, sirens 
wailed, alarming citizens as they were en- 
joying the annual Children's Day holiday. 
Radio programmes interrupted broad- 
casts of soccer games to urge people to 
take shelter. "Enemy aircraft have ap- 
peared," the announcer said. He added: 





“This is not a drill exercise, this is a real 
warning." 

When the plane landed at Chunchon, 30 
miles south of the demilitarised zone; the 
hijackers demanded to see the: Taiwan 
ambassador. After seven hours of negoti- 
ations with a Taiwan Embassy staff 
member and an American general, the 
hijackers agreed to let the passengers, 
who included three Japanese and at least 
six Chinese said to be senior officials, out 
of the plane: The hijackers later gave up 
their weapons and were taken to a nearby 
hotel for interrogation. 

The arrival of an aircraft from a country 
with which South Korea has no diplomatic 
relations certainly startled Seoul, but it 


| also opened up some diplomatic avenues 


that the government may well find attrac- 
tive. Last October when Wu Jen-ken, a 
Chinese air force pilot, defected here in a 
MiG19 fighter, Peking did not make direct 
contact with Seoul, though officials here 
were secretly hoping for some sort of 
Chinese initiative. Six days later, an an- 
xious Wu was sent to Taipei, but the air- 
craft was kept by the South Korean Gov- 
ernment. 

This time, the Chinese hardly hesitated. 
Shen Tu, director-general of CAAC, is- 
sued a statement in Peking asking to be al- 
lowed to visit Seoul to discuss repatriating 
the aircraft, its cargo and passengers “in 
accordance with related articles of inter- 
national and civil aviation conventions.” 
Shen said in a cable to Kim Chol Yong, 
director-general of the Civil Aviation 
Commission here: “I will go to Seoul as 
quickly as possible. 1 earnestly hope you 
agree and give assistance.” 


I: a formal government reply, Seoul 
agreed, saying it was acting out of 
humanitarianism and a spirit of "good 
neighbourly relations beyond the barrier 
of ideological differences." The Chinese 
proposal to fly its officials to South Korea 
on the  Peking-Shanghai-Cheju-Seoul 
route, thus using the South Korean Flight 
Information Region, was also promptly 
accepted. It was the first time that this 
route had been used. 

Both South Korea and China are sig- 
natories of The Hague Convention cover- 
ing "suppression of unlawful seizure" of 
aircraft. Officials of the Foreign Ministry 
here commented that repatriation of the 
aircraft, its cargo and passengers thus 
posed no problem. “It’s just the principle 
of international law," said one official. 

The Taiwan Embassy; whose represen- 
tative helped to negotiate the release of 
the hostages as well asthe disarming of the 
hijackers, was evidently disturbed when 
South Korean officials dragged their feet 
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on making a decision on the Mjackers Tu- 
ture. Returning them to Peking would 
have been considered hostile by Taipei, 
with which Seoul still maintains cordial re- 
lations. But to hand them over to Taiwan 
would have provoked the wrath of China, 
with which South Korea has sought to ex- 
pand contacts in recent years. Besides, the 
Peking government, unlike Pyongyang, 
has consistently repatriated South Korean 
fishermen who have occasionally strayed 
into its economic or territorial waters. 
When Shen arrived in Seoul on May 
7 at the head of an eight-member official 
party, he saw plenty of evidence of South 
Korea's diplomatic goodwill. On the tar- 
mac at Kimpo Airport, the Chinese were 
welcomed by Assistant Foreign Minister 
Gong Ro Myung; Kim Pyong Nyon, direc- 
tor-general of the Foreign Ministry's 
Asian affairs department, and Sohn Hun, 
a senior protocol official, as well as the 
Civil Aviation Commission chief. After 
shaking hands, they were whisked off to 
Seoul's deluxe Shilla Hotel, used by visit- 
ing heads of government. Talks started al- 


tim #Е > 
Four of the hijackers: China is willing. 


most immediately over lunch. Delegates 
addressed each other's country by its offi- 
cial title — Shen being the first Chinese of- 
ficial ever to do so since the South Korean 
Government was launched in 1948 — and 
the atmosphere quickly became cordial. 

Gone, it seemed, was the bitter memory 
of Chinese volunteer troops fighting 
South Korean forces during the 1950-53 
Korean War. At Kimpo, each of the 33 vi- 
sitors from Peking, including the crew of 
the Boeing 707 that brought Shen, re- 
ceived entry permits good for 72 hours. It 
was the first time that Seoul had issued 
entry permits to officials of the People’s 
Republic. 


hinese negotiators appeared eager to 

wrap up the discussions in the shortest 
possible time — possibly to avoid appear- 
ing too friendly and thus provoking North 
Korea. Two years ago, what looked like a 
limited but lucrative trade between Seoul 
and Peking via Hongkong was discon- 
tinued because of Pyongyang's vigorous 
objections. This time, North Korea faced 
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what could һе а very damaging situation: 
the beginning of a thaw in Seoul-Peking 
relations. 

At the end of the two meetings on May 
8, the two sides agreed on an “early repat- 
riation of passengers, crew and aircraft." 
Seoul accepted the Chinese proposal to 
keep one of the two wounded crew mem- 
bers here for further medical treatment. 
He will be repatriated later. As for the 
hijackers, Korean officials will detain 
them in Seoul, despite Shen Tu's request 
that they be handed over. They will be 
tried under Korean law. Whether they will 
be sent back to Peking after their sentenc- 
ing and prison terms was not clear. 

The negotiations ran into difficulty on 
May 9 over two issues raised by the Ko- 
rean side. One was Seoul's insistence that 
the agreement covering the repatriation of 
passengers and aircraft should be signed in 
the name of the two governments, and not 
merely on the level of the civil aviation au- 
thorities as Shen had suggested. Shen 
said he could sign the document only in his 
capacity as director-general of the Civil 





Aviation Administration of China be- 
cause the two countries did not have dip- 
lomatic relations. 

Gong, however, said the document 
could only be signed on a government 
level, as the aircraft and passengers were 
being handed over to the Chinese govern- 
ment and its representatives. Gong, in 
other words, was pressing Peking to re- 
cognise South Korea at least on paper, if 
not in substance. 

However, the two sides eventually 
signed a nine-point memorandum on May 
10 in which the South Koreans appeared 
to score a number of diplomatic points. 
China, as well as expressing gratitude for 
the South Korean Government's role in 
releasing the hostages and returning the 
aircraft, signed the document in the name 
of the Civil Aviation Administration of 
the "People's Republic of China." Shen 
wrote his signature under the official title 
of his country, a gesture which is seen here 
as Peking's indirect recognition of the 
South Korean Government. 

For South Korea, the document was 


signed by Gong, representing tne Kez 
public of Korea,” the country’s official 
title. The accord provided a basis for fu- 
ture close cooperation between the two 
countries in dealing with similar emergen- 
cies in future. “Both sides have expressed 
their hope to maintain the spirit of coope- 
ration . . . in future cases of emergency 
which may involve the two sides," the 
memorandum said, China has reserved 
the right tó demand the repatriation of the 
six hijackers. But by agreeing not to men- 
tion their case in the memorandum itself, 
it seemed willing to go along with Seoul's 
contention that they should be kept here 
and put on trial: Some South Korean offi- 
cials said that when the trial takes place, 
Peking should be asked to send witnesses 
of the hijacking to South Korea to testify 
in court. 


Ov mystery remains, stemming from 
Gong’s demand that Shen identify all the 
passengers on the hijacked aircraft, osten- 
sibly to comply with South Korean regula- 
tions governing entry of foreigners. Shen 
refused to do this, and some Seoul officials 
thought this stemmed from embarrass- 
ment over the identity of six of the passen- 
gers said to be senior officials. As soon as 
the aircraft landed in South Korea, the six 
are said to have destroyed their identifica- 
tion papers, and while im Seoul, they de- 
clined to deal with any Korean officials, 
even refusing to join in tours of the city. 
One particular official was considered so 
important by the Chinese that à Chinese 
stewardess stationed herself in front of his 
hotel room, taking his phone calls and 
answering the door. 

Other Chinese passengers were taken 
on a sightseeing tour of Seoul's fashiona- 
ble shopping arcades and restaurants. 
They looked wide-eyed at massive apart- 
ment blocks and an electronics plant pro- 
ducing hundreds of colour TV sets éach 
day. *One of our friends [in China] owns a 
Korean-made set," said a passenger, as he 
admired the product. 

Wherever they. went, they were wined, 
dined and presented with flowers and 
gifts. South Korea was bent on making the 
best use of the occasion to impart to the 
Chinese a strong impression of Seoul: The 
clear message was that the two nations 
should become friends. The passengers 
and the Chinese officials flew home on 
May 10. 

There seems to be no choice for Taiwan 
but to accept the South Korean handling 
of the affair. South Korea is one of a hand- 
ful of countries which still recognises 
Taiwan. The biggest loser from this saga is 
probably North Korea. If South Korean 
press reports are to be believed, North 
Korea's security was seriously breached 
by the hijacked aircraft's flight over Pyon- 
gyang. In addition it followed the success- 
ful defection, in February, of a North Ko- 
rean air force captain who flew a Chinese- 
built MiGI9 to the South. In Seoul, as 
negotiations between Korean and 
Chinese officials proceeded at the Shilla 
Hotel, not a few Seoul officials jok- 
ingly wondered who the next North Ko- 
rean air force chief would be. Шш 
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tism is the order of the da 


as the French president 


holds talks with Chinese leaders in Peking 


By Nayan Chanda 


Hongkong: Despite the much talked- 
about special relationship between France 
and Vietnam, economic realities have pre- 
vailed over sentiment. In a bid to improve 
the atmosphere for business deals, French 
President Frangois Mitterrand has made 
significant concessions to China on the 
question of Cambodia. China for its part 
has offered France the hope of deals worth 
several billion US dollars — and recog- 
nised a French role in Indochina. 
Mitterrand wrapped up his five-day visit 
to China, which ended on May 7, with a 
memorandum of understanding under 
which France may sell China four nuclear 
reactors for power plants costing sev- 
eral billion dollars (page 80) and a Ffr 500 
million (US$68.5 million) proto- 
col for supply of equipment fora 
French language course on 
Chinese TV. China, which had 
earlier criticised the French de- 
cision to offer aid to Vietnam 
as an attempt to regain colonial 
influence, is now willing to wel- 
come a French role in In- 
dochina. Referring to France's 
historical, economic and cul- 
tural links with Indochina, 
Chinese Premier Zhao Ziyang 
said the French Government 
“can play an important role in 
urging Vietnam to fulfil the re- 
solutions passed by the United 
Nations and the International 
Conference on Kampuchea.” 
Peking sources, however, 
stress that the Chinese desire to 
see a French role in the Cam- 
bodia conflict does not in any 
way indicate a Chinese acceptance of a 
compromise or a quiet deal with Vietnam. 
The French would merely be welcome to 
үне Hanoi to withdraw from Cam- 
odia and accept a UN-supervised free 
election. China does not mind, sources 
say, if France seeks means other than the 
current Chinese tactic of putting multiple 
pressure on Vietnam, as long as France 
and China seek the same objective of an 
independent Cambodia with a freely 
elected government and neutral foreign 
policy. In the light of such interpretations, 
Zhao's support for a Frefich role seems 
aimed at roping in Hanoi’s long-standing 
friend for Peking’s own ends. 
Significantly, in his speech in Peking, 
Mitterrand not only recognised China’s 


"interests" in Cambodia but also made an ` 


unambiguous statement about not recog- 
nising "either today or tomorrow the 
power installed in Phnom Penh." He also 
toned down the habitual French denunica- 
tion of the Khmer Rouge regime. By in- 
serting the phrase “in our view" before 
terming the Khmer Rouge regime “unfor- 
givable," the French president, a source 
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admits, acknowledged that others could 
see it differently. However, the most sig- 
nificant of Mitterrand's concessions to Pe- 
king was his readiness to see the “unfor- 
givable" Khmer Rouge play a political 
role in Cambodia. 

In his banquet speech, Mitterrandstress- 
ed France's desire to see the withdrawal of 
foreign forces "which enslave this country 
[Cambodia]," a free election under inter- 
national control and restoration of peace, 
democracy and neutrality. France, he 
said, is concerned about preserving a ba- 
lance inside Cambodia so that no one fac- 
tion would dominate. “After all, 
France cannot forget that it is necessary to 
bring those who had assumed power in the 


Deng Xiaoping meets Mitterrand: realities prevail. 





blood of their people, back to the right 
path. France will lend its support to [such] 
a solution of internal peace and equili- 
brium." 


W ipse: sources told the REVIEW 
that Mitterrand has switched to this 
new position, which amounts to a call fora 
coalition of Heng Samrin and Khmer 
Rouge groups under Sihanouk's leader- 
ship, on the recommendation of one of the 
China experts of the French Parti 
Socialiste, Jean-Marie Cambeceres. 
Cambeceres reportedly argued that China 
could be brought towards a settlement by 
the French acceptance of a new genera- 
tion of Khmer Rouge which has emerged 
since 1979. 

Another French gesture to China was 
Mitterrand’s impromptu invitation to 
Prince Norodom Sihanouk, president of 
the coalition government of Democratic 
Kampuchea, to visit France prior to Mit- 
terrand's departure for Peking. The 
French president was originally scheduled 
to receive Sihanouk at the end of May. 
But as a result of heat generated in Peking 


by French Foreign Minister Claude 
Cheysson's controversial statements on 
Cambodia, Mitterrand decided to invite 
the prince and receive him with all the 
honours, except the national anthem and 
flag, that befit a visiting head of state. 

His objective was to signal to Peking 
that while France did not recognise 
Sihanouk's coalition, it was ready to back 
the prince publicly in his individual capa- 
city. Although not entirely trustful of the 
prince, the Chinese view him as an impor- 
tant element in an eventual political settle- 
ment. In his banquet speech on May 3, 
Mitterrand paid homage to the “wise 
leadership" of Sihanouk in the past. After 
his discussion with the Chinese leaders he 
told the press that China wanted to see an 
increasing role played by the prince — a 
man of experience and one who was able 
"to bring about a synthesis of forces which 
are up to now in conflict." 

French sources point out that a special 
effort to placate China was necessary after 
the furore over Cheysson's apparently 
pro- Vietnamese statements in March. “It 
is almost inevitable," said a 
French source, "that while vis- 
iting a country dignitaries high- 
light the points of agreement. 
So Cheysson in Hanoi was pro- 
Vietnamese and the president 
sounded pro-Chinese іп Pe- 
king." However, the important 
difference between the two 
otherwise similar gestures is 
that China has attractive busi- 
ness prospects to offer to the 
troubled French economy and 
Vietnam has none. 

Despite an early start by 
French businessmen їп Viet- 
nam, the attempt to invest 
there has proved a disappoint- 
ment because of the tough 
terms demanded by Hanoi, the 
slow-moving bureaucracy and 
the lack of basic infrastructure. 
French exports to Vietnam 
have stagnated because of Hanoi’s shor- 
tage of hard currency. In contrast, French 
investment and trade with China has 
grown and, under Peking’s current prag- 
matic leadership, China has infinitely 
more to offer to France than a nearly 
bankrupt Vietnam. Two-way trade be- 
tween France and Vietnam last year was 
valued at a mere US$25 million, a fraction 
of the US$700 million in trade between Fr- 
ance and China. 

However, French sources point out that 
Mitterrand's shift on the Cambodian 
question and the Chinese decision in prin- 
ciple to buy the French reactors are still 
very much on paper. It will take months, if 
not years, of negotiation before a firm 
agreement is reached on the financing of 
the nuclear power stations. And it also re- 
mains to be seen if Mitterrand's desire to 
see a Sihanouk-led Heng Samrin-Son 
Sann-Khmer Rouge coalition is ever 
translated into any active policy measure. 
In the meanwhile, Peking can feel happy 
about its success in putting an end to what 
seemed to be a French tilt towards Viet- 
nam. 
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Vietnamese tanks move out; 


INDOCHINA 


Put out more flags 


А contin 


nt of Vietnamese troops withdraws from 


Cambodia amid a great fanfare — but many remain 


By Paul Quinn-Judge 

Phnom Penh: After last year’s much dis- 
puted Vietnamese troop withdrawal from 
Cambodia, this year's pull-out was turned 
into a media event. Large numbers of 
foreign journalists were invited in to 
watch medal presentation ceremonies, a 
press conference, a special cultural perfor- 
mance for the departing troops, and of 
course the main spectacle. 

On March 2 they saw a column of 
troops, identified as the first contingent of 
the “Cuu Long [Mekong] Military 
Group," march through the city, cheered 
by a crowd estimated by the government 
at 36,000. The crowd was well organised, 
carrying Vietnamese or Khmer flags and 
banners hailing the militant solidarity be- 
tween Cambodia and Vietnam, and iden- 
tifying groups of wellwishers by city dis- 
trict, place of work or school. 

Among the journalists invited but not in 
attendance were the representatives of the 
official Chinese and Yugoslav press agen- 
cies, Xinhua and Tanjug. China dismissed 
the exercise as another troop rotation; the 
Vietnamese party newspaper Nhan Dan 
responded with an attack on Peking's dis- 
tortion and arrogance. 

The media event left several key ques- 
tions unanswered. How many troops were 
leaving? And what was the Cuu Long mili- 
tary group? As usual, the journalists' de- 
sire for facts and figures collided head-on 
with the Vietnamese determination never 
to give information away. The most that 
Vietnamese Ambassador Ngo Dien would 
say at a press conference was that “cer- 
tainly more than 10,000 soldiers" were 
going. Hanoi-based diplomats had previ- 
ously speculated that the figure was 
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around 20,000, This latter figure would be 
correct if all the units leaving — one divi- 
sion, six brigades and one independent re- 
giment — were at full strength. Vietnam- 
ese units rarely are, though, and an esti- 
mate of 12-14,000 seems more realistic. 

Even less light was shed on the term 
"military group." Vietnamese admitted 
that the term was unusual: one semi-offi- 
cial explanation was that the designation 
evolved in response to the nature of com- 
bat in Cambodia. Operations tended to be 
small, rarely involving more than a regi- 
ment-sized force, the explanation ran. 
The military group had therefore de- 
veloped as the overall military unit in 
place of the much larger and more un- 
wieldy army corps. 

Another usually well-informed source 
suggested a less ingenious but more plaus- 
ible explanation: the title was simply a 
cover for a unit of the Fourth Army Corps, 
one of the three corps that came into Cam- 
bodia in 1978, and which is still handling 
the brunt of the fighting. 

Elements of the group had certainly 
seen plenty of fighting over the past de- 
cade. Some had taken part in the attack on 
Phuoc Long (December 1974-January 
1975) that started the unravelling of the 
government of then South Vietnamese 
president Nguyen Van Thieu. Some 
NCOs talked of entering Saigon along the 
Bien Hoa highway almost eight years to 
the day before they left Phnom Penh. 

In 1978 at least some members of the 
group were fighting on the Vietnamese- 
Cambodian border. They are said to have 
been some of the first to enter Phnom 
Penh in January 1979 and then saw action 





on the Thai-Cambodian border. The par- 
ticipation of representatives of a number + 
of provinces, among them Kandal, Kom- 
pong Speu, Kompong Chhnang and Pur- 
sat at one farewell ceremony, suggested 
that the group had spent considerable 
time in each province. 

For the past year, elements of the group 
had been stationed in Phnom Penh or at 
Oudong, just outside the capital. Some 
had been assigned to the capital security 
forces, others had been training the first 
regular division of the People’s Republic 
of Kampuchea (PRK) Army, Division 
196. The soldiers of the groups seemed to 
come from all parts of Vietnam, though a 
random sample appeared to indicate more 
southerners than northerners. 

The commander, Col Vo Van Dan, was 
a southerner in his mid-fifties, with the 
brush-cut hair of a French officer. Accord- 
ing to a former colleague, Col Dan was no 
stranger to fighting in Cambodia — he had 
served along the Vietnamese-Cambodian 
border during the war with the French in 
1945-54. 


ost of the privates seemed to have been 

conscripted in 1978; the NCOs’ ser- 
vice went back 10 years or so. The con- 
scripts at least were looking forward to de- 
mobilisation, but were not sure whether 
that would happen immediately. After 
that their plans were vague. “Rest,” said 
one. “I'm going back to my village and I’m 
not going anywhere anymore," said 
another from Ben Tre. One trooper from 
Haiphong seemed to have been read- 
ing the early Soviet poet Vladimir 
Mayakovsky, who cranked out utilitarian 
poetry during the period after the Russian 
Revolution. “I want to go to one of the 
socialist community countries and learn to 
be a fitter," he said. 

If 14,000 men are indeed pulled out by 
the end of this month, this would leave 
around 146-166,000 Vietnamese troops in 
Cambodia. The withdrawal came around 
six weeks earlier than last year, and before 
the end of the dry season, At his joint 
press conference with Cambodian Foreign 
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fused to read any i 
the timing, saying that such departures 


be attributed to any particular events. (In- 
dochina-based diplomats were first told of 
troop withdrawal plans in briefings before 
the February Indochinese summit.) 
Sources close to Hanoi, however, later 
said the success of last month's attacks on 
Phnom Chat and O Smach may have 
brought forward the departure date. The 
pull-out was presented once again as a 


‘joint Vietnamese-Khmer decision, as a 


sign of confidence in the security situation 
and the fighting ability of the new PRK 
army, and as a gesture of goodwill to 
Asean — particularly Thailand. 

The declaration.by Thai Foreign Minis- 
ter Siddhi Savetsila, made during the re- 
cent election campaign, that he would be 
ready to visit Hanoi if Vietnam pulled its 
troops 30 kms from the Thai border was 
given a guarded welcome. The statement, 
Hun Sen said, reflected the aspirations of 
the Thai people. The Vietnamese, Sen 





said, would welcome a visit by Siddhi — as 
would the Cambodians, he added rather 
more sanguinely. But he hinted, and the 
Vietnamese have subsequently made 
clear, that the Indochinese would like to 
see some reciprocal gesture by Thailand. 

On their return to Ho Chi Minh City the 
Cuu Long troops were treated to more 
ceremonies. At their new base in Thu Duc, 
formerly occupied by United States troops 
and South Vietnamese Marines, they 
were visited by Gen. Le Trong Tan, a 
member of the Vietnamese Communist 
Party's central committee. and chief of 
general staff. Later came a reception at 
Thieu’s former residence. 

The troops' return to Vietnam brought 
some domestic political benefits. It may 
have helped relieve somewhat the nagging 
concern that Saigonese feel at seeing yet 
another generation of their children go to 
war. And, as this year's first round of con- 
scription should be held quite soon, the re- 
turn may serve to reassure would-be draf- 
tees that they will eventually be de- 
mobilised, 
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All bark and no bite 


The South Korean parliament winds up its latest 
session but still shows few signs of life 


By Shim Jae Hoon 

Seoul: Hopes that the politically barren 
South Korean National Assembly was 
about to become a more lively forum were 
dashed during the 20-day session which 
closed on April 30. These hopes were en- 
tertained not only by the opposition: prior 
to the assembly's opening, leaders of the 
ruling Democratic Justice Party, which 
controls 151 seats in the 276-member 
chamber, had said privately that they were 
all for enlivening parliamentary proceed- 
ings. 

Moreover, an extensive reshuffle of the 
assembly's top personnel, including the 
speaker, vice-speaker and the chairmen of 
the 13standing committees, had raised the 
prospect that the government of President 
Chun Doo Hwan might allow it a little 
more latitude in debating the nation's af- 
fairs. Three of the new officials — speaker 
Chae Mun Shick, vice-speaker Yun Kil 
Jung and leader of the Judiciary Commit- 
tee Han Pyong Chae — had joined the rul- 
ing party from the ranks of the opposition, 
and thus there was speculation that parlia- 
ment would be run à little less rigidly than 
hitherto. 

But it was not to be. As if to symbolise 
the lack of change, an opposition member 
had his microphone turned off by the 
speaker while criticising the government. 
Meanwhile, a number of incidents occur- 
red outside the assembly which deeply 
embarrassed the government. In one 
episode, a business executive was killed by 
a police officer in the course of an interro- 
gation. The death of Kim Kun Jo, a direc- 
tor of the Hanil synthetic fibre company, 
focused the nation's attention once again 
on police brutality and also underlined a 
breakdown in police discipline. 

In the wake of the businessman's death, 
the minority Democratic Korea Party, 
which has 81 seats, and the Korea Na- 
tional Party, with 25 seats, predictably de- 
manded the dismissal of Interior Minister 
Noh Tae Woo, who is perhaps the 
strongest figure in the Korean govern- 
ment after Chun. 

A second incident revolved around the 
short-lived escape from prison of a burg- 
lar, Cho Se Hyong, who was shot and re- 
arrested after being on the loose for 112 
hours. Cho, for whom the prosecution de- 
manded life imprisonment for stealing 
jewellery, stock certificates and other 
valuables worth a total of Won 1 billion 
(US$1.3 million) from the homes of some 
of South Korea's leading citizens, has ac- 
quired the image of a South Korean Robin 
Hood. 

Initial public alarm over his escape 
turned into sympathy when press reports 
surfaced that Cho stole only from the rich 


and powerful. The revelation that the loss 
suffered by one of Cho's victims, Deputy 
Premier Kim Joon Sung, was no less than 


Моп 500 million, and not Won 7.3 million 


as first reported, also angered the public, 
who raised questions about the source of 
the former banker and businessman's 
wealth. 

The thief's haul of valuables included 
several large diamonds, including a 5.76 
carat pear-shaped stone, plus opals, black 
pearls, rubies and sapphires. Their very 
existence seemed to cast doubt on the gov- 
ernment's committment to crack down on 
corruption. In parliament, opposition 
members pressed the government to in- 
vestigate whether these gems had ever 
been cleared through customs. 

The opposition demands were rejected 
by an angry justice minister, who declared 
that a society which confused a thief for a 
hero and his victims for villains was a sick 
society. 


Ti restrictions on freedom of speech 
inside parliament, demonstrated by the 
opposition member having his micro- 
phone turned off, are an obvious target of 
opposition members who have drafted a 
revision of the National Assembly law. 
They also want a restoration of the assem- 
bly’s right to have each of its 13 standing 
committees review the government’s 
budget bill, and not just have a single 
budget panel. But precisely because such 
reforms would restrict the powers of the 
government, they are not likely to come 
about soon. Chin Ie Chong, the ruling 
party's chief representative, has in effect 
rejected the  opposition's proposed 
changes by saying the "reform laws [as in- 
itiated by the president's military sup- 
porters in 1980] cannot be changed until 
given more time and proven they are in- 
adequate." 

Another opposition bill recommending 
the removal of the interior minister and 
also that of Education Minister Rhee Kyu 
Ho — the latter over the controversial uni- 
versity quota system (REVIEW, Apr. 28) 
has been voted down by the ruling party in 
the assembly steering committee, without 
it even reaching a plenary session. How- 
ever, largely as a device to save the face of 
the opposition, the party has agreed to 
continue to study the possibility of rewrit- 
ing the laws so as to make the assembly 
much more lively. 

Even if these particular laws are re- 
vised, few opposition parliamentarians 
think they will obtain their other de- 
mands, such as a stronger authority for the 
assembly and freedom of the press, before 
the general election due in 1985. 
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Muzzling the watchdogs 


As elections approach, the KMT cracks down on 
publications critical of Taiwan’s government 


By Andrew Tanzer 

Taipei: Following a relatively relaxed pe- 
riod in 1981 and 1982, the government ap- 
pears to be adopting a more restrictive 
policy towards magazines supporting op- 
position, or Tangwai (outside the party), 
views. More than 20 issues of Tangwai 
‘magazines have been banned over the past 
six months and six major magazines have 
been suspended for one year. Many ob- 
servers believe the campaign is related to 
the approaching central government elec- 
tions in November. 

Tangwai magazines flourished in 1982, 
with a number of publications opening 
and their criticism of the Kuomintang 
(KMT) government growing increasingly 
strident. Common themes in the publica- 
tions include democracy, freedom, human 
rights, political prisoners and criticism of 
the government’s ban on the formation of 
new political parties. Several have built up 
sizable circulations of 10-20,000, partly by 
printing news — some of it sensationalised 
— that newspapers are unwilling or afraid 
to publish. Most Taiwan newspapers, on 


SRI LANKA 


the other hand, toe the KMT line closely. 

In the eyes of Tangwai supporters and 
some independent analysts, the recent in- 
crease in bans is a KMT tactic to eliminate 
one of the Tangwai's primary political 
tools before the elections for seats in the 
Legislative Yuan, the Control Yuan and 
National Assembly. The Government In- 
formation Office (GIO), Taiwan Garrison 
Command (TGC) and the KMT's Depart- 
ment of Cultural Affairs — the three agen- 
cies most closely identified with policy to- 
wards the press — declined to give inter- 
views. 

The magazines provide an unmatched 
forum to Tangwai groups to present their 
views. Before elections the publications 
could be used to organise and publicise a 
Tangwai platform and the candidacy of 
opposition politicians, though the Tang- 
wai movement is divided into different 
factions. Many Tangwai politicians and 
their campaign assistants are intimately 
involved with the magazines. Leading op- 
position legislator Kang Ning-hsiang, for 


Tidying up the house 


Jayewardene fulfils a campaign p 
by-elections where there are unpopular 


By Manik de Silva 

Colombo: When President Junius 
Jayewardene was campaigning last year 
for a second term of office, he sensed 
clearly that the unpopularity of some of 
the MPs in his ruling United National 
Party (UNP) was going to cost him votes. 
In characteristically direct fashion, Jaye- 
wardene told voters they were not voting 
for an MP but fora president — and he ob- 
tained an absolute ‘majority. Not only 
that, he and the UNP triumphed in a re- 
ferendum two months later which ex- 
tended the term of the current parliament 
by six years. 

But Jayewardene also promised that he 
would deal with those members of his 
party whom the electorate did not favour, 
and partly as a result of that pledge Sri 
Lankans are going back to the polls again 
this month. They are voting in municipal 
and urban council elections and, more im- 
portantly, in 18 by-elections for vacancies 
in the 168-member parliament. Parlia- 
mentary seats are always coveted in this 
highly politicised natien. 

But special interest is attached to the 
forthcoming contest because the vacan- 
cies were deliberately created by Jayewar- 


by holding 
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dene as part of a bid by the 77-year-old 
president to shake up his parliamentary 
group. 

Jayewardene began this process a few 
days after his success in the presidential 
election, when his stock was running par- 
ticularly high. He called for the resigna- 
tion of all UNP MPs, and obtained the au- 
thority of his cabinet, his party's working 
committee and the government par- 
liamentary group to hold on to these resig- 
nations himself. 

The resignations become effective, and 
MPs leave their seats, only when they are 
submitted to the party secretary-general, 
so Jayewardene thus gained the power to 
get rid of any of his MPs whenever he 
wishes. This was reason enough, in the 
subsequent referendum campaign, for all 


‘UNP members to strive mightily to de- 


monstrate to the party leadership that 
they were popular in their constituencies. 

With the referendum victory under his 
belt, Jayewardene devised a formula for 
vacating some parliamentary seats. The 
idea was that while he favoured holding a 
number of by-electoral contests “in the in- 
terest of democracy," as he put it, he did 


pub of th 
one of which was rece tly suspen ed for a 
year. The publications also provide a 
source of revenue for the politically ac- 
tive. 

Observers predict more Tangwai maga- 
zines will be shut down before the elec- 
tions; suspensions are all for one year, 
which means the magazines may not reop- 
en until after the elections. Nearly all op- 
position magazines were suspended in 
1980, the last time elections were held for 
the three central government bodies (1980 
also saw a general political crackdown in 
the aftermath of riots in Kaohsiung in De- 
cember 1979). Observers note that in 
1982, a relatively liberal year, no major 
elections were held. Tangwai candidates 
have won some 30% of votes in recent 
elections. 


evertheless, there will probably still 

be some Tangwai magazines around at 
election time. There are about 10 left, and 
banning all would hurt the government’s 
image at home and abroad. In addition, 
new magazines are opening almost as fast 
as old ones are being suspended. Indeed, 
the government's relaxed policy of licens- 
ing new opposition magazines is in stark 
contrast to its policy of suspending licen- _ 
ces of existing ones. One foreign analyst 
said the bans serve as a warning to Tang- 
wai groups that their criticism of the go- 
vernment is excessive, while a policy of 
permitting new publications to open al- 
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Jayewardene: a shake-up in parliament. 


not wish to create enough gaps that could 
jeopardise the two-thirds majority that he 
won in the 1977 general election — the 
majority that is necessary for changing the 
constitution. 

The method chosen by Jayewardene 
was to vacate seats in those constituencies 
where the vote was against the UNP'in the 
October presidential election and also in 
the subsequent referendum, and also 
where the pro-UNP vote had declined 
since the 1977 election. This formula has 
worked out nicely for the UNP: while the 
opposition has the chance to pick up more 
seats, the UNP's two-thirds majority is not 
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Kang: legislator and publisher. 





lows the government to keep a moderate 
image partly intact. 

Both sides have been playing games 
with each other. The TGC has been wait- 
ing to impose bans until after the maga- 
zines are printed but before they are sold. 
Such bans deal a severe financial blow to 
the magazines. Meanwhile, Tangwai pub- 
lishers replace old magazines with new 
ones. 

Shortly after Cultivate was suspended it 
was replaced by a_ publication called 
Growing Roots; the Chinese name for the 


De Mel: a seat assured. 





endangered, even in the unlikely event 
that it is wiped out at all the by-elections. 

In broad terms, the exercise helps to de- 
monstrate that the president is not averse 
to opposition. More specifically, the main 
opposition party, the Sri Lanka Freedom 
Party (SLFP) of former prime minister 


Sirimavo Bandaranaike, will have an op- | 


portunity to improve its representation in 
parliament, which at present in no way re- 
flects its strength in the country. At pre- 
sent, the Tamil United Liberation Front 
holds the formal position of leader of the 
opposition in parliament, and many UNP 
leaders would like the SLFP to take over 
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two magazines is a near homophone. Lin 
Cheng-chieh, the publisher of Progress 
has already applied for a licence for a new 
magazine called Progress (the Chinese ti- 
tle is slightly different) even though the 
old one has yet to be suspended. He calls 
the new Progress his “spare tyre.” The 
wave of suspensions has also claimed The 
Eighties, published by Kang and widely 


regarded as among the most moderate, | 


sophisticated and informative of Tangwai 
journals. Kang has already revived Cur- 
rent, formerly a literary magazine which 
appeared irregularly, to replace The 
Eighties. 

Analysts believe the TGC is behind the 
more restrictive policy, presumably with 
the support of the KMT, though suspen- 
sion notices are served by the GIO or in- 
formation departments of city govern- 
ments. 

In fact, the government employs two 
law systems. The TGC bans publications 
for one issue, invoking martial law provi- 
sions. The stock phrase used by the com- 
mand is that it bans magazines which con- 
tain articles that “confuse public opinion 
and undermine the morale of the public 
and the armed forces.” The magazines are 
not suspended until after a weekly meet- 
ing to review publications attended by re- 
presentatives of TGC, GIO, the Cultural 
Affairs Department of the KMT and the 
Investigation Bureau of the Justice Minis- 
try. The TGC is said to make the final de- 
cisions. 





as a more realistic occupant of that role. 

Creating the parliamentary vacancies 
has given rise to some problems for the 
UNP. The Jayewardene formula means 
that Finance Minister Ronnie de Mel has 
to leave his seat in Devinuwara in south 
Sri Lanka. Jayewardene overcame the dif- 
ficulty neatly by submitting the resignation 
of another UNP member, O. S. Perera, 
who is seriously ill. De Mel automatically 
takes over Perera’s seat in Bulathsinhala 
because under Sri Lanka’s Constitution, a 
vacancy can be filled by a nomination 
from the ex-MP's party, not necessarily by 
means of a by-election. 


At problem arose in a seat repre- 
senting Panadura, 14 miles south of 
Colombo. The seat had been held by Neville 
Fernando who was elected on the UNP 
ticket in 1977. He was kicked out by his 


| own party and subsequently moved over 


to the SLFP. As Panadura was one of the 
seats vacated by the Jayewardene for- 
mula, there was a strong possibility of Fer- 
nando embarrassing the government by 
winning a by-election as a nominee of the 
SLFP. But his guns were spiked by the 
UNP filling the Panadura seat by the 
nomination process instead of allowing a 
by-election to go ahead. 

In the by-elections that are due to be 
held, the opposition parties know that 
they can make gains if they can agree 
among themselves to run a single anti- 
UNP candidate in each constituency. The 
UNP has often benefited from divisions 
among its opponents, and conversely suf- 








Some observers think the GIO, under 
Director-General James Soong, has been 
opposed to some of the suspensions. 
Soong, unlike the TGC's leaders, may be 
called before the Legislative Yuan to ac- 
count for his actions, and may be concerned 
about his office's image. One opposition 
magazine editor remarked: “The Garri- 
son Command only cares about internal 
security, They're not responsible for 
Taiwan's international image or to legis- 
lators." In any case, there is a movement 
among some scholars to get official back- 
ing for an independent academic group to 
take the government's place in determin- 
ing whether publications have really con- 
fused public opinion and damaged the 
country's morale. 
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THE KEY SWISS BANK HELPS YOU 
STEER CLEAR OF REEFS AND 
SHOALS IN INTERNATIONAL TRADE. 


When youre plunging into their first port of call. 

the complexities of Swiss Bank Corporation 
today's world-wide trading helps make international 
environment, trade easier, faster and more 
the key Swiss bank will reliable—for all parties 

help see that you never get So before you go wading in 
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sad fact of life for the SLFP and the other 

орров position parties that they have not been 
able to bury their differences for their col- 
lective good. 

For a while, there was some desultory 
talk of boycotting the forthcoming by- 
elections, but that soon ended and the 
scramble for anti-UNP tickets began. In- 
fighting between two Fa in the SLFP 
— one led by Mrs daranaike's son 
Anura, the other by her son-in-law Vijaya 
Kumaranatunge — became factors in de- 
ciding who should run for the SLFP and 
who should not, One party, the leftwing 
Janatha Vimukthi Peramuna (J VP) swal- 
lowed a great deal of bitterness in order to 
talk with the SLFP, which was in power 
when thousands of ‘IVP supporters were 
killed as they took part in the April 1971 
insurrection. But there was no possibility 
of the SLFP agreeing to the JVP being the 
sole anti-UNP party in the minimum of 
four constituencies that it wanted. 


1 pro-Moscow Communist Party of Sri 
Lanka, which unstintingly backed the 
SLFP candidate at the presidential elec- 
tion, has reached an electoral arrange- 
ment over the two constituencies it 
wanted. But the Trotskyist Lanka Sama 
Samaja Party, which is the leader of the 
country’s old Left and held three minis- 
tries in Mrs Bandaranaike’s government 
in 1970, reached no agreement with the 
SLFP and is fielding one token candidate 
as a mark of protest. 

With the cracks in the anti-UNP parties 
so visible, Jayewardene and his lieuten- 
ants must be confident. They realise they 
are vulnerable on the issue of the coun- 
try’s cost of living, as prices of most essen- 
tials have risen sharply this year. But there 
are other factors which work in the ruling 
party’s favour. 

“If the country thinks that some good 
opposition people should be sent to parlia- 
ment, and a powerful government kept on 
its toes, there is a chance that we can wina 
fair number of seats,” said one opposition 
MP. “But there is also the possibility that 
the UNP can cash in on the fact they are 
the government, they hold the levers of 
power and patronage, and there is nothing 
material the opposition can offer the 
voter.” 

However, elections in Sri Lanka have 
always been gloriously uncertain events. 
The government party has a powerful or- 
ganisation that can deliver many votes. 
But Sri Lanka’s politically conscious vot- 
ers may yet demonstrate that they want a 
more effective opposition than the one 
they have now. 

Mrs Bandaranaike, who has not cam- 
paigned for the by-elections because of 
the restrictions imposed in 1980 on the 
exercise of her civic rights, and the leaders 
of the other opposition parties understand 
the value of unity. But most of the leftwing 
parties feel they are being treated with in- 
tolerable arrogance by the SLFP, and such 
a lack of give-and-take will certainly work 
to the advantage of Jayewardene. 
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The issues that 


= Eyeball to eyeball | 


the massacres in Assam state in 


February remain unresolved, and both sides are standing firm 


Ву Mohan Кат 


Gauhati: There is а lull in the violence 
that left more than 3,000 dead and 400,000 
others homeless during the February elec- 
tion in Assam, but the issues that trig- 
gered the carnage remain unresolved. 
The central government and its opponents 
in Assam are deadlocked, with New Delhi 
determined to underwrite Assam's newly 
elected legislature and its opponents 
equally determined not to recognise the 
state body. 

The opponents, whose followers 
boycotted the February election, have ar- 
gued in a four-year battle with New Delhi 
that the names of illegal immigrants from 
Bangladesh should be stricken from the 
1979 voter lists and that the immigrants 
should eventually be repatriated. But 
after 22 rounds of fruitless talks between 
New Delhi and the Assamese opposition, 
the central government decided in De- 
cember last year to hold the election to 


Mrs Gandhi: still in deadlock. 


avoid a constitutional crisis (REVIEW, 
Feb. 3). Under India’s constitution, no 
state can be without a legislature for more 
than a year. 

The .All Assam Students Union 
(AASU) and the Assam Ganasangram 
Parishad (AGSP), which have been lead- 
ing the opposition, have seized the initia- 
tive from all other political parties. Their 
election boycott call left the contest be- 
tween Prime Minister Indira Gandhi's 
Congress party, which lost the state in the 
1978 election, and an alliance of parties, 
including the communists. Three impor- 
tant non-communist parties kept out of 
the fray. The campaigning was marked by 
attacks on candidates and party workers, 
clashes with the law-and-order machin- 
ery, and destruction of bridges and public 
buildings. 


As the voting 
paople divi over participation in th 
election — clashed and the massacres - i. 


under way, groups o p 


began. Generally the fighting was e 3 


tween ethnic Assamese who opposed the 
election and the mostly Muslim immi- - 
grants, who had been told that if they did | 
not vote for the Congress they might be _ 
deported. Tribespeople, who are a signifi- - p 
cant minority in Assam's ulation of - 
about 20 million, were divided in their at 
titude towards the election and toward 
the Assamese and the immigrants. Thu: 


the Assamese clashed with the immigrants. 


and the tribespeople, and the tri 


ум 


к " 
attacked the immigrants and the 2 
samese. It was a chain reaction of ated = 
tion and reprisals. Р D. 


Meanwhile, and a 
paramilitary force assembled from outside 
the state were busy ensuring that the one 
tion was carried forward. But the violence 
made polling impossible in 16 of Assam’s 
126 constituencies. It was in effect a non- — 
election and, as politicians here say, one - 
held at gunpoint. The Congress won. The | 
overall turnout was put at 32.876, but even. 
those parties which contested the election. 
allege massive rigging and ballot- box stuff- 
ing. There was a clear correlation be- - М 
tween the proportion of immigrants in - 
each of the 10 districts and the turnout. 
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The highest was 62.3% in Cachar, where __ 


the immigrants dominate, and the lowest 


+ 


was 3.5% in Lakhimpur, where there are B. 


practically no immigrants. 


Eius were demands from opposition po- 
litical parties in and outside Assam that - — 
New Delhi dissolve the legislature and _ 


& t 


again place the state under direct rule until — 


a settlement could be reached prior to a 
new election next year. But Chief Minister 
Hiteshwar Saikia, whose ministry func- - 
tions under siege conditions and has little” 
contact with the people, maintains thathis — 
government is valid because it commands — 
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91 of the 107 filled seats in the legislature, ~ 


and he is technically correct. 
The AASU and AGSP called for a - 
movement to bring down the Saikia gov- E 


эй 


ernment, and a new phase of bombings | р 


and killings began. The campaign was 
then suspended, partly so that the stu- 
dents could return to their classrooms and _ 
so that the relief and rehabilitation of re- — 
fugees from the violence could proceed. 


B. 


But sporadic violence has continued | 


nonetheless. Since local officials and 
police sympathise with the Assamese 
cause, a large paramilitary force from out- 
side Assam has been brought in to ru 
the peace, as has the army. More than 

of Assam's 180 police districts have been — 
declared “disturbed,” thus giving the 
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Villagers carry skulls of massacre victims; troops on patrol: Assam today, India tomorrow? 


army sweeping powers in those areas. 

The campaign leaders suspended their 
activities mainly because they were losing 
control over them. Extremists had infil- 
trated the movement or were taking ad- 
vantage of it. Maoist communists, the 
Hindu revivalist Sewak Sangh group and 
the Muslim fundamentalist Jamat e Islami 
are among the extremist groups active in 
Assam. The campaign leaders are trying to 
regain control over the movement so that 
they can resume the agitation. 

The Saikia government has set itself two 
related tasks: restoration of normalcy and 
rehabilitation of the refugees, which 
Saikia thinks will be completed by the end 
of May. But hardly 75,000 of the refugees 
have returned home so far, and more than 
300,000 think it is unsafe to return. Their 
safe return is a test of the security the gov- 
ernment can provide. Meanwhile, offi- 
cials fear a new flare-up in the countryside 
with the onset of the monsoon rains, 
which could make large areas inaccessible 
to the police and the army, perhaps allow- 
ing massacres like those during the elec- 
tion, to resume. 

There has been no communication be- 
tween New Delhi and the campaigners 
since December last year when talks 
broke off. It has been suggested that the 
talks resume only after the restoration of 
normalcy in Assam. AASU president 
Prafulla Kumar Mahanta told the REVIEW 
that the government was instigating vio- 
lence and disturbances because it does not 
really want normalcy. The government, 
Mahanta claimed, does not want the basic 
issue of illegal immigrants to come to the 
fore again. He points to the continued 
police occupation of several schools and 
colleges, and asks: “How do you expect 
students to go back to the classrooms?” 

Saikia, however, contends that the ex- 
tremists in the movement were behind the 
disturbances. Violence has continued 
even after the agitation was suspended. 
This, Saikia says, means the movement’s 
leaders do not have control over extremist 
elements. He says there are large quan- 
tities of arms and ammunition with the ex- 
tremists, and they have to be ferreted out 
before talks can resume. There are other 


obstacles to the resumption of talks. New 
Delhi insists that the Saikia government 
should be a party to talks, and other in- 
terests in the state — such as the Muslims 
and the tribespeople — would have to be 
represented as well. Mahanta says he will 
not talk with the Saikia government. As 
for other groups, Mahanta says New Delhi 
can ascertain their positions directly, but 
they should not be represented at the 
talks. 

Ethnic, linguistic and religious divisions 
in Assam are deeper now than they were 
four years ago. The strident Assamese 
movement has invited a backlash in the 
form of militancy among others who 
would be affected by any solution to the 
immigrants problem, which would result 
in Assamese supremacy in the state. Many 
wonder if a solution is possible at all. At 
the root of the conflict is land, because of a 
spill-over of poverty-stricken Bang- 
ladeshis into Assam. The influx from 
densely populated Muslim Bengali dis- 
tricts into sparsely inhabited Assam began 
at the turn of the century. It continues, but 
it is no longer an internal migration be- 
cause India was partitioned in 1947 to 
create the Muslim-majority Pakistan. 


Ll: the wake of partition, Assam also re- 
ceived its share of the Hindu Bengalis 
who were fleeing religious persecution in 
East Bengal, which first became East 
Pakistan in 1947 and then an independent 
Bangladesh in 1971. The hard-working 
immigrants began making their living off 
poor quality land, but eventually moved 
to prime land, often acquiring it by illegal 
means. In addition the immigrants have 
been accused of surreptitiously grabbing 
forest and grazing land that traditionally 
belonged to the tribespeople, sometimes 
with the connivance of politicians anxious 
to swell their vote banks. 

So both the ethnic Assamese and the 
tribespeople resent the immigrants, re- 
gardless of whether they came before or 
after 1947. But the issue now is narrowed 
down to an estimated 1 million immigrants 
who arrived between 1961 and 1971. The 
agitators want all of them out of Assam. 
“If Assam's oil and Assam's tea are part of 


the national wealth, Assam's immigrants 
should also be treated as a national bur- 
den, not merely Assam's," said a student 
leader. But New Delhi wants to regularise 
their stay in Assam. 

The February flare-up displaced 
400,000 people — mostly immigrants — 
from their homes. “We have solved the 
problem half-way, driving them into 
camps. The next step would be to drive 
them across the Bangladesh border,” a 
student said in private with no trace of re- 
morse. “This is our last chance of survival, 
our last battle,” said an Assamese jour- 
nalist. 

One solution being examined by New 
Delhi is to break up Assam into three 
states. The Cachar district and parts of 
Goalpara district, where immigrants pre- 
dominate, would be constituted under the 
plan into a Bengali-majority state. The 
tribespeople, who resent Assamese аї- 
tempts at what they call “cultural 
homogenisation,” have been demanding a 
state of their own, and under the three- 
state plan this would be conceded. The re- 
maining portion of Assam would become 
a state dominated by the Assamese. The 
trouble with this solution is that it would 
leave Assamese, Bengali and tribal 
minorities in each of the three states. 

New Delhi can neither wish the Assam 
problem away or bulldoze it under, as it 
tried to do in the February election. It 
cannot prolong the deadlock because that 
might encourage secessionist tendencies 
and place a premium on violence. Al- 
though the Assamese have long felt that 
the state's wealth was being drained away 
to enrich the rest of the country while 
Assam's economic development was 
being neglected, they have never been 
secessionist. 

“Save Assam today to save India tomor- 
row," proclaims the graffiti on Gauhati's 
streets. For the Assamese the threat is 
from the immigrants, and the confronta- 
tion with New Delhi arose because the 
centre seemed to be intervening on behalf 
of their enemies. New Delhi's policies 
have added to Assamese alienation and if 
the trend continues the movement could 
become secessionist. 
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AT HOME 


MODERN BANKING IN THE MIDDLE EAST ! THE DUTCH 
STARTED FIFTY YEARS AGO ! IN THE FAR EAST FOR 
MORE THAN A CENTURY, STILL HERE, STILL THERE, STILL 
BUILDING ! OVER 200 FOREIGN BRANCHES ON 5 CONTI- 
NENTS ! THE DUTCH BANKER ! PRAGMATIC, PATIENT, 
PROFESSIONAL ! ASSETS NOW OVER $ 47,000,000,000 AND 
GROWING ! MULTI-SKILLED, MULTI-LINGUAL 1 GLOBAL 
THINKING, LOCAL KNOWLEDGE, ALWAYS ADAPTABLE ! 
АТ HOME IN YOUR COUNTRY I МЕКЕ THERE | 
ABNBank THE DUTCH BANKER 


Head Office: Algemene Bank Nederland, 32 Vijzelstraat, P.O. Box 669, 1000 EG Amsterdam, tel. (020) 299111, telex 11417. 
Regional Manager North East Asia: Hong Kong, tel. 5۰8429211, telex 73453. Branches in: Hong Kong, Kowloon, Seoul, Tokyo, 
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TOYOTA ADVANCED ENGINEER 
ADDS UP TO 10,000,000 CORO 


FACT:" 7 of the last 8 years, Toyota Corolla has 6 
* selling car in the world. The car everyone 


this year, the 10,000,000th Corolla was built—a re 

popularity that's unique in automotive history. ESS, 
„ Corolla’s popularity has been proved in more tham 10| 
* countries around the world —by all kinds of d 

under all kinds of driving conditions year after year. As a tes 5 

Toyota's quality and reliability, that's a proving ground seco to - =/ 


FACT: Toyota keeps Corolla on top by a total dedication ic 
* advanced design and engineering, plus quality contre 
production facilities that are among the most modern in the ө 
. We suggest you visit a Toyota showroom soon and see for 

The facts come alive when you drive a Toyota. gaa, 

























Household appliances is written with a “7” 


Every single working day 16,000 domestic appliances roll off 
our production lines. 

Bound for kitchens anywhere in 111 countries. 
Because we are Europe’s biggest manufacturer of domestic 
appliances ...and its most innovative. 

Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
To bring you technology you can really feel at home with. 
Because Z is for Zanussi. 


ZANUSSI 


people working for people 





Industrie Zanussi spa 
O. Box n. 218 - 33170 Pordenone (Italy) 
Tel. (0434) soli Telex 450363 - Cables: Zanussi spa Pordenone 


Why _ 
gamble 
on the 
unknown? 


Theres 
aknown 
Winner... 








So-called “пем-(есһпоіоду” twin turboprops in the 40/50- 
seat category may look tempting on paper but there is a 
large and risky element of the unknown in any aircraft 
unproven in operation. Super 748 costs can be sub- 
stantiated in detail by nearly 4 million hours of operation in 
some 50 countries with earlier 748 versions with the same 
basic airframe/engine combination — and buying the 
Super 748 today will unquestionably ensure lower seat-mile 
costs than any comparable new-technology competitor 
coming into service in the mid-1980s. 

So, with the escalation in first costs inevitable during the 
development of any new aircraft, what advantage could 
purchasers expect by waiting years for one of these un- 
proven turboprops? Wasted time is wasted money pe 
you could be profiting from Super 748's proven opera 

and maintenance costs. When Super 748 has Ке 
technology comparable to that of any “‘new-technology” 
turboprop, plus proven passenger appeal. And when 
Super 748 is backed by worldwide support facilities which 
have proven their excellence over 20 years of operation. 
Why gamble on the unknown when there is a known winner? 


Super 748 — the known facts 

ш cost per seat-nautical mile, 10.65 cents. 

m maintenance requirements of less than 1 man-hour per 
flying hour. 

ш environmental noise levels already well below all existing 
and proposed international noise standards. 

m outstanding airfield performance. 

m pressurised and air-conditioned cabin with reclining 
seats, ample leg room, overhead luggage bins, full cabin- 
service amenities and 6.6 cu ft of baggage space per 
passenger. 

W ability to operate multi-stop sectors without refuelling. 


Super 


unequatied in ts range Of 22°°0EPaCe Prograrunes 
British Aerospace PLC, Kingston-upon-Thames, England 
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“I finally found 

a hotel in Bangkok where 

I don't feel like 
part of 

a tour group." 





RBKITIC 


Bangkok has countless hotels. But 
only one President Hotel — The 
Regent of Bangkok. 

At the President you don't get lost 
in the crowd. We're smaller. More 
personal. More attentive. 

Our rooms and suites didn't come 
off any assembly line. They're full 
of individual touches like hand- 
made fabrics and furniture and 
works of art. 

Our food is special as well, from the 
best steaks in Bangkok to the spicy 
surprises of Thai cuisine. 

And our service is an executive's 
dream telex, translation, com- 
plete local business facts are all 
there to lighten your business day. 
The next time you come to Bang- 
kok, make it a pleasure. Make a 
reservation at the President. 
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THE REGENT OF BANGKOK 
A REGENT®INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR 
MANILA. COLOMBO. FIJI. ALBUQUERQUE 
NEW YORK. CHICAGO. PUERTO RICO 
MAUI. MONTREAL 


BANGKOK 2529880, TELEX THB1194: HONG KONG 3.663361: SINGAPORE 7373555; TOKYO 03211-4541 OR CONTACT ANY REGENT INTERNATIONAL HOTEL 
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€ BRITISH Prime Minister Margaret 
Thatcher has decided to call a general 
election in June. A few weeks ago, 
taunting the Labour Party with her 
power to decide the date, she quoted the 
old song Maggie May, adding that, on 
the other hand, “Maggie may not.” That 
inspired the swift rejoinder that she 
might have chosen a better simile, as the 
original song was about a Liverpudlian 
prostitute. Our readers may find some 
marginal academic interest in the words 
of the original (or at least one version of 
it), ending in Maggie’s being sent back to 
the convict settlement at Botany Bay, 
Australia: 
Oh come along all you good sailor boys 
and listen to my plea 
And when I have finished you'll agree 
I m a goddamned fool in the port of 
ve 
The first time that I came home from 
sea. 


We was paid off at the home from a port 
called Sierra Leone 
On nine pound ten a month that was my 


pay. 

Oh, I started drinking gin, I was very 
soon taken in 

By a little girl they all called Maggie 
May. 

How well do I remember when I first met 
Maggie May 

She was cruisin’ up and down old 
Canning Place 

Oh she wore a figure fine like a ship upon 
the line 

And me bein’ a matelot I gave chase. 


Oh, next morning when I woke with a 
heart both sore and broke 

No coat, trousers, waistcoat could I 
find 

When I asked her where they were, she 
said, ‘My dear, kind sir, 

They're down in Stanley's hock shop 
number nine.’ 


To the hock shop did I go, but no clothes 
could 1 find 

So the coppers came and took that girl 
away 

Oh the judge he guilty found her of 
robbin' homeward bounders 

And paid her passage back to Bot'ny 
Bay. 

Oh Maggie, Maggie May they have 
taken her away 

And she'll never cruise down Lime ` 
Street any more 

Oh she robbed so many sailors and poor 
old drunken whalers 

They paid her passage back to Bot'ny 
Bay. 


If during the forthcoming campaign 
Maggie holds out some promise of mod- 
erate reflation further down the road, 
then there will be good historical prece- 
dent — also involving the stealing of gar- 
ments. It was one of her illustrious pre- 
decessors, Benjamin Disraeli, who in 
1845 said of Sir Robert Peel that he had 








"caught the Whigs bathing and walked 
off with their clothes." 

e AN article on the British leftwing 
socialist Tony Benn (the former Vis- 
count Stansgate) in The Asian Wall 
Street Journal of April 19 ended sarcas- 
tically: *His critics observe, though, that 
he manages to live with his socialist prin- 
cipals alongside the personal wealth of 
his American wife, Caroline." 

Karon Wentz writes from Taiwan say- 
ing she found this paragraph most tan- 
talising. “Who exactly are the ‘socialist 
principals' with whom Benn lives — and 
why doesn't Caroline object?" she asks. 
e THE press is 


confused about 
politics every- 
where, however. 


Syed Ahmad Idid 
sends two head- 
lines from two 
Malaysian news- 
papers both pub- 
lished on April 17. 





Sunday Echo. 


New Cabinet in 
June, not May 


Sunday Star. 

e THIS Traveller has often been taught 
the dangers of attempting to be humor- 
ous across cultural frontiers; and the use 
of irony and sarcasm are particularly 
fraught with potential misunderstand- 
ings. After Radio Television Malaysia 
had banned certain songs which it consi- 
dered immoral, Ahmad bin Chik of 
Selangor, with tongue firmly in cheek, 
wrote to the New Straits Times recently 
to point out that some nursery rhymes 
were undoubtedly corrupting and should 
be banned immediately. They included: 
Mary Had a Little Lamb: “There is no 
evidence that Mary was married and, if 
she had a little lamb, it can only be the 
result of pre-marital sex of an unnatural 

ind." 





Jack and Jill Went Up the Hill to Fetch 
à Pail of Water: "This is difficult to be- 
lieve, as water is generally found at the 
foot of the hill and not on top. Further- 
more, why is it necessary for two persons 
— of opposite sexes — to carry a mere 
pail of water? It is obvious to me that the 
réal intention is to commit khalwat,” 

London Bridge is Falling Down: “This 
glorifies a foreign countrv and should, of 
course, be banned." 

Baa Baa Black Sheep: "Sheep are 
predominantly white, and black sheep 
are a rarity. Why, then, ask a member of 
a minority group to donate its wool? I re- 
gard this as discrimination against a col- 
oured minority group." 

Predictably, certain people did not get 
the joke. A "Disgusted Parent" wrote 
from Sarawak to say that, as a mother of 
two, she was “outraged by the insinua- 
tions” made by the writer. “Disap- 
pointed" of Kuala Lumpur wrote to ac- 





cuse Ahmad of narrow-mindedness, 
pointing out that a lamb is an animal, a 
baby sheep, and that no child would 
infer that pre-marital sex was suggested; 
that no child would think that Jack and 
Jill were committing khalwat and, any- 
way, they could well be brother and sis- 
ter; that to sing of a bridge collapsing was 
not glorifying a foreign country . . . and 
so оп. Even one correspondent who 
claimed the letter had made him laugh 
was amused for the wrong reason: “It’s 
absolutely ludicrous that he should even 
think these endearing rhymes are cor- 
rupting . . . [he] seems to have such a 
warped and twisted mind.” 

But at least one reader, O. T. Li of 
Kuching, entered the spirit of the ex- 
change, suggesting that other nursery 
rhymes needed cleaning up, such as 
Georgie Porgie (who "kissed the girls 
and made them cry"); the Owl and the 
Pussycat (who set sail without a 
chaperone); Sing a Song of Sixpence 
(which involved the incredible cruelty of 
baking birds alive), while Ding Dong 
Bell, Pussy's in the Well was obviously 
“a sad tale of the deliberate pollution of 
a kampung's water supply." 

Thank goodness for someone with a 
sense of humour! 
€ A SIGN in the window of a Manila 
travel agency gave a visitor from Hong- 
kong, Gavin Ure, a nasty moment: he 
wasn't sure whether the figure was 
merely the cost of the trip or had some 
symbolic significance for the future: 





е THE new head of Hongkong's Govern- 
ment Information Services (GIS) has quite 
a job on his hands these days, but he as- 
sures me that his department was not re- 
sponsible for the wording of a recent re- 
port in the South China Morning Post on 
the issuing of new identity cards. It read: 
"A line of symbols [on the cards] will sig- 
nify, among other things, the holder's 
entitlement to a re-entry permit, sex and 
residential status." 

On the other hand, I do believe 
that GIS was responsible for an unfortu- 
nate misspelling on the tickets for a visit 
to Hongkong's observatory by a recent 
royal arrival: 
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THAILAND 


e ө 
Once more with feeling 
Prem forges a new four-party coalition government but 
leaves the Chart Thai grouping out in the cold 


By John McBeth 

Bangkok: Prime Minister Prem Tin- 
sulanond has formed a four-party coali- 
tion government that brings together old 
enemies, but leaves out one major group- 
ing whose naked ambitions brought it into 
widespread disfavour. Nearly three weeks 
after the April 18 general elections, Prem 
announced a new ruling alliance of the So- 
cial Action (SAP), Democrat, Pracha- 
korn Thai and National Democracy par- 
ties which hold a collective 208 of the 324 
seats in the house of representatives. 

Left out in the cold on the opposition 
benches was former deputy premier 
Pramarn Adireksarn's Chart Thai party, 
the price it had to pay for a brash and 
largely self-serving attempt to assume the 
pivotal role in the incoming administra- 
tion. It is only the second time since the 
party was formed in the mid-1970s that it 
has not been part of the government, and 
this has led to claims by Pramarn that he 
was double-crossed by the military. 

Apart from 10 handpicked Prem ap- 
pointees, 15 cabinet posts have gone to 
SAP, nine to the Democrats, six to 
Prachakorn Thai and three to former 
prime minister Kriangsak Chomanan's 
National Democracy — all in conformity 
‘with the number of seats each party won in 
the election. A worrying feature of the co- 
alition, however, is whether Prachakorn 
Thai leader Samak Sundaravej and the 
Democrats will be able to overcome their 
deep-seated animosity, which dates back 
to Samak's defection from Thailand's old- 
est political party in 1976. 

The premier has gone some way to- 
wards heading off potential trouble by 
naming MPs from the same party to take 
full control of ministries where two or 
more portfolios are involved. In this way, 
SAP has responsibility for foreign affairs, 
agriculture and commerce, the Democrats 
take education and health, Prachakorn 
Thai gets communications and National 
Democracy looks after industry. But such 
an arrangement does not rule out other 
shortcomings, particularly in the degree of 
coordination required to formulate an ef- 
fective economic policy. 

It will also allow the opposition and 
other critics to bring their guns to bear on 
a single party if an issue arises affecting a 
specific ministry. Communications Minis- 
ter Samak, for example, may be feeling 
somewhat exposed because of the respon- 
sibility his party now has for the financially 
ailing Bangkok Mass Transit Authority, 
which runs the city's bus services. A fail- 
ure here could lead to a serious erosion of 
confidence in Prachakorn Thai, which has 
built its base in Bangkok and is entering 
government for the first time. 

Samak may have been called many 


things in his running five-year war with the 
Thai-language press, but he is not faint- 
hearted. His decision to step aside for re- 
tired admiral Sonthi Boonyachai to fill the 
single deputy prime minister slot alloted 
to Prachakorn Thai is proof enough that 
he prefers combat to a ceremonial troop- 
ing of the colours. 

Prem, as expected, will continue as con- 
current defence minister, and has retained 
the services of nine appointees from his 
previous cabinet. Among them are Japan- 
ese-educated Finance Minister Sommai 
Hoontrakul, Deputy Premier Prachuab 
Suntrangkoon, Energy Manager Sulee 
Mahasandana (minister of the Prime 


ter, Arun Р ‚ forced to leave his 
post because of the party quota system 
and now likely to take a significant ambas- 
sadorial position, Siddhi's new assistant is 
fellow SAP MP and one-time deputy com- 
merce minister Prapas Limprabhand. Po- 
litical sources acknowledge that Prapas' 
background as an agriculturist makes him 
an unusual choice for a foreign affairs 
portfolio, but by way of explanation they 
point to his standing in the party's central 
committee and also to the complexities 
which Prem faced in meeting the correct 
quota of cabinet seats for each party. Dip- 
lomatic sources say Prapas is likely to ad- 
dress himself to problems of international 
trade and investment, a far different role 
from that of the urbane and widely experi- 
enced Arun. 

The announcement of the cabinet line- 
up ended 19 days of speculation over the 
eventual shape of the coalition. The elec- 
tion result had lent itself to a renewed 
SAP- Chart Thai- Democrat partnership, 
but in virtually his first act after the poll, 
Pramarn effectively put paid to all that by 
merging with the Siam Democracy Party 
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Minister's Office), straight-talking In- 
terior Minister Sithi Chiriroj and widely 
respected Deputy Industry Minister 
Chirayu Issarangkul na Ayutthaya. The 
only new face is former Chulalongkorn 
University political science professor 
Kramol Thongtamachart, who acted pre- 
viously as Prem's personal adviser on 
foreign affairs and is now one of seven 
ministers — four of whom are appointees 
— who are attached to the Prime Minis- 
ter's Office. 


oreign Minister Siddhi Savetsila, a 
Prem choice in the last government, re- 
turns this time with added credentials — 
as an elected SAP candidate — which 
Asean sources feel will give him a 
strengthened hand in guiding foreign po- 
licy. A grandfatherly figure with a refresh- 
ingly direct manner, the retired air chief- 
marshal enjoys the confidence, respect 
and enduring loyalty of career diplomats 
in his ministry — something few govern- 
ment ministers have been able to boast. 
With the former deputy foreign minis- 


of Col Phon Roengprasertvit — the chief 
lower house lobbyist for the abortive 
army-backed constitutional amendments 
introduced іп parliament in March 
(REVIEW, Mar. 31). The amendments, 
aimed at preserving the legislative powers 
of the appointed upper house and allow- 
ing serving military officers and civil ser- 
vants to hold ministerial posts, were 
strongly opposed throughout by SAP and 
the Democrats. 

Chart Thai had voted for the legislation 
in the first two readings, but then reversed 
course and went against it in the final, cru- 
cial ballot. Political sources contend that 
this was not because of a re-think over the 
principle involved, but because the army 
would not agree to a deal under which the 
elections would be held on the basis of 
slate candidature within divided con- 
stituencies — a formula that was said to 
favour Chart Thai above most if not all of 
its political rivals. Pramarn's gravest mis- 
take, however, was the way he appeared 
to be making a determined bid for the pre- 
miership. Certainly this is one of the most 
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uzzling aspects of the whole affair and 

ars closer examination in the light of his 

subsequent claim that he was double- 
crossed by the military. 


Ac to widely quoted reports, 
Pramarn alleged at a recent closed-door 
session of party leaders that shortly after 
the election results were known he was ap- 
proached by two senior military officers 
who told him Prem did not wish to be re- 
appointed and that Pramarn should start 
gathering support for a Chart Thai-led 
coalition. This dovetails to a certain extent 
with a comment made by a party insider 
during the course of post-election horse- 
trading (REVIEW, May 12). This was that 
"the men in green are in the process of or- 
ganising a government and we are pre- 
pared to participate." 

Certainly, the Chart Thai leader may 
have been encouraged when Prem an- 
nounced on April 26 that he would not ac- 
cept a second term as prime minister. 
Aides on the premier's staff let it be 
known at the time that his decision to step 
down was sincere, but they warned that if 
he did change his mind it would be the re- 
sult of pressure from others and should 
not be taken as a political ploy. 

Whatever the reason, Prem did an 
about-turn the following day and effec- 
tively left Pramarn high and dry. Analysts 
tend to dismiss conjecture that it was all 
part of an elaborate military charade de- 
signed to pay back Chart Thai for shifting 
its position at the last moment on the 
amendment issue. "It seems to be far 
more trouble than it's worth," noted one 
source. "There would have been many 
other simpler ways to have done it." 

If senior army officers did in fact favour 
Chart Thai at the outset, the general con- 
clusion appears to be that they rapidly be- 
came disillusioned over the party's de- 
mands for all the economic portfolios and 
the almost blatant way it set about realis- 
ing its ambitions. Given Prem's neutral 
standing and the legitimacy he has been 
afforded both by the palace and the mili- 
tary, it is questionable whether Pramarn 
correctly interpreted the situation. The 
prime minister himself was clearly op- 
posed to a Chart Thai-controlled, Right- 
of-centre coalition. And when the chips 
were down, everyone dutifully lined up 
behind him in the face of a grave and 
perhaps obliging warning from SAP 
leader and elder statesman Kukrit Pramoj 
that the country was lurching towards the 
crisis point. 

As is usual, the bets are already down 
on how long the newly hewn coalition will 
survive. Much may depend on whether 
the military pushes ahead with a rein- 
troduction of the constitutional amend- 
ments which would draw the Democrats 
into a potentially destructive conflict with 
Prachakorn Thai, an open supporter of 
the legislation all along. It is possible, 
however, that the army brass will be con- 
tent to bide its time and allow the new ad- 
ministration the luxury of a honeymoon. 
A divorce at this point would hardly be de- 
cent after the trouble it took to get to the 
altar. a 
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NYK does a pretty brisk 
business in containers. In fact we cur- 
rently run 17 container lines all over the world. The usual 
traffic: TEU's and reefers. We also carry some unusual con- 
tainers too. Special containers that accommodate such diverse 
cargos as livestock, bulldozers and soy sauce. So if you have 
a special cargo that is a bit out of the ordinary. Something 
that needs extra special care, give us a call, we're sure we can 
help you. Because we've been pleasing customers like yourself 
for the past 97 years. 


Charting a course for tomorrow as well as today.‏ سمه 
NYK...‏ — 
NIPPON YUSEN KAISHA‏ 


@ Head Office: Tokyo. Japan W Hong Kong: N.Y.K. Line (Hong Kong) Ltd. Room No. 2301 Connaught 
Centre, 23rd Floor, Connaught Road, Central G Р.О. Box 3176, Hong Kong Tel: 5-248081/90 Ш Singapore: 
Agent: Borneo Shipping Pte. Ltd. Crosby House, 71 Robinson Road. Singapore 0106 Tel: 2224411 Ш Port 
Kelang: Agent: Borneo Co., (1975) Sdn. Bhd., 2nd Floor UMBC Віад., Persiaran Raja Muda Musa Port 
Kelang, Malaysia Tel: 886432 Ш Jakarta: Agent: Р.Т. Djakarta Lloyd, Sarinah Bidg., 11th Floor, Jalan М.Н. 
Thamrin No, 11, Jakarta Pusat, Indonesia Tel: 323008 Wi Bangkok: N.Y К. (Thailand) Co., Ltd., 1041 Silom 
Noag, Bengkok, Thailand Tel: 233-4377. Agent: Borneo Services Ltd., 1041 Silom Road, Bangkok, Thailand 
el; 234-2080 



















ited States and Philippin negotiators meet on controversial _ 
ssues surrounding the US military presence in the country 





By Sheilah Ocampo-Kalfors  . 

Manila: The 36-year-old military bases. 
eement between the Philippines and 
' United States, the terms of which are 
rently, being renegotiated, is drawing 
not only from certain quarters within 
government of President Ferdinand 
‘cos, but also from a broad coalition of 
sition groups which is calling for the 
nination of the bases accord "im- 
nediately and completely." 
Two: sprawling US military facilities 











Philippines to retain real sovereignty is to 
remove the US military from the bases 
at once. LM 

On April 26, Marcos issued a statement 
saying that the country is іп “no danger of 
external attack. The danger will continue 
to be subversion and infiltration." But, he 
said, US assistance would. be needed in 
preparation for what the US sees as a pos- 
sible future external attack. Marcos also 
said that the. Philippines prefers: not to 



































have foreign ground troops in the country 
“unless [there is] subversion and infiltra- 
tion of such a massive degree that it gets to 
be -beyond the control of the govern- 
ment." ` 


re, Clark Air Force Base and Subic Bay 
Javal Base, are the biggest of their kind 
utside the continental US and areseen by 
Washington as a vital part of its defence 
posture in the Asia-Pacific region. The 
ubic Bay facility, which occupies 36,000. 
a. of land and water area, serves the US 








Die said that this statement, coupl- 
ЫЎ ed with massive joint US-Philippine 

ses being conducted in Din- 
Nueva Ecija province in 
ous signs that the US 
intended, at least in 







they are usually со 
a part of either Clark or Subic... 2 |. 
ipponents of the US bases have swol- | 
n number and in February formed a | 
ment called the Anti-Bases 
n (ABC) under the leadership of lawyer 
ind former senator Lorenzo Tanada. The 
year-old. anti-Marcos politician main- 

















coalition movement 
. Salvador Laurel, 
| president of: ted Nationalist and 
| Democratic Organisation (Unido), told 
| the REVIEW that Unido decided to make 






| against the 1 










| INDONESIA 


ured Washington of “unhampered mili- 
ary operations involving its forces in the 
Philippines.” He said this proviso had can- 
celled whatever previous agreements 
| there were governing “prior consultation" 
оп nuclear storage. The Bohlen-Serrano 
agreement, made between the US and the 
Philippines in 1959, required increased 
consultation between Manila апа 
Washington regarding the use of the 
bases. Although it is US Government po- 
¿licy not to confirm or deny the existence of 
: nuclear arms on any of its bases abroad, an 
American diplomat told the REVIEW that 
the Bohlen-Serrano accord’s prior-consul- 
‘tation provision is still in force. . 
Human-rights lawyer Jose Diokno, а 
"critic of the US-military presence here, 
| pointed. out that negotiating issues con- 
cerning the bases raised by Marcos last | 
year — such as customs, immigration, 
taxation, labour relations, wages and base 
security — were “superficial issues that 
may result in token concessions by the US 
to give a semblance of sovereignty, but not 
"its reality." He said the only way for the 



























By Manggi Habir 
Jakarta: Indonesia’s new. English-lan- 
guage newspaper, The Jakarta Post, sets 





from the two established English dailies, 
The Indonesia Times and The Indonesian 
Observer. Not only does the Post intend 
to explain the “panoply of Indonesian life, 
politics and people” to the outside world, 
especially to the Asean region, it also aims 
to do this in “readable English prose" — a 
+ commodity often lacking in the other local 
«English papers. : 

But though the paper's financial re- 
sources are considerable, given that its 








| Indonesian-language news publications, 


This is a major.concern for the paper, con- 









regime and to 





out to take a radically different approach: 


shareholders include Jakarta's four major 


“the Post is still short of qualified people.” 


р 


о cope with nucle: i 


pines: This move, made in March, 





р ve 
convinced Unido that nuclear weapons 


were in fact stored at the bases, as the cri- . 
tics of the bases had maintained, Laurel 


| said... 


Opposition. to the bases agreement 
within the Marcos government takes a dif- 
ferent form. Opponents here are not call- 
ing for abrogation of the agreement, but 
are asking for-corrections in what the gov- 
ernment sees.as flaws in the accord. In 
Marcos’ book The New Philippine Repub- 
lic, released during his state visit to the US. © 
in September last year, he cited the fol- 
lowing as subjects for more detailed 
negotiation: x 
» The “rent” for the bases, which he said 
was. at present inadequate. Under the 
1979 bases agreement, US$500 million 
was agreed upon as "aid" for the 1979-84 
period. | ; | 
» Issues such as customs, immigration, 
quarantine and the application of tax and 
labour laws inside the bases. — > 
» Defining the: roles of the Philippines 
and the US in the event of an attack on the. 


© bases or on the Philippines as a whole. - 


» Reassessing the three major military 
agreements — the bases. agreement, the 
mutual defence pact and the military as- 
sistance accord — that the Philippines has 
with the US. 

» Clarifying the rights and duties of base 
commanders. The US does not accept any 
situation in which a Filipino commander 
would take charge of military operations. 


^» The release of more base land which the 


Philippines could use for its land-reform 
programme, or for commercial or indus- 
trial development. | 

» The Philippine position that compensa- 


The Post arrives in Jakarta 
А пем English-language newspaper plans to explain the - 
nation to the world — and improve press standards t | 


sidering its intention to become more in- 
dependent of international news services 
than other publications, and to develop a 
style of its own. | 

‚ The idea of setting up an English-lan- 
guage daily is not néw. For some time. 
many in Indonesian. journalistic circles 
had felt that existing local English dailies: 
were below the standards of their Indone- . 
sian-language counterparts. There was 
also concern that Indonesian.views were.: 
not being conveyed effectively abroad, . 
even to the country's Asean neighbours. . > 
: The foreign press, it was felt, could not. 


-be relied on to do the job. One reason 


often pointed out was that foreigners had . 
a narrow perspective — partly due to their 
tendency.to communicate with and obtain 














tion for use of the bases be considered 
rent, not aid. 

» US withdrawal from the bases at some 
unspecified time. 

Marcos also stressed in his book that 
while the bases were called Philippine 
bases in the 1979 agreement, some land 
areas — conforming roughly to the core 
sections of Clark Air Force Base and 
Subic Bay Naval Base — were set aside for 
the unhampered use of US military forces. 
Furthermore, only a relatively small por- 
tion of the total base area has been re- 
leased for development. Moreover the US 
is guaranteed unimpeded access not only 
to its facilities, but also to the acreage it 
has returned to the Philippines. He 
further notes that under the accord Philip- 
pine utilisation of the returned areas can- 
not interfere with US military operations. 








. In addition to these points, all raised in 
Marcos' book, the government has added 
a new element to the question, that of the 
bases' social costs. Reference has been 
made by the government to the worsening 
problems of prostitution, drug addiction, 
unwed mothers and abandoned children 
— social ills which have flourished in the 
cities of Angeles and Olongapo, near 
where the two major US bases are lo- 
cated. 

In the 1979 bases accord, US$200 mil- 
lion of the US$500 million aid package ag- 
reed upon for the 1979-84 period was ear- 
marked for improving the areas around 
the bases. This money is administered by 
the US Agency for International Develop- 
ment with the Human Settlements Minis- 
try, headed by Marcos' wife Imelda, coor- 
dinating disbursement of the funds for the 
government. The Philippine Govern- 
ment is insisting that the US agency relin- 
quish “excessive control" over use of these 
funds, allowing Manila to use the funds as 
it sees fit without US restrictions. 

Although no official figures have been 
released by either the US or the Philip- 
pines, newspapers here say Manila is seek- 
ing US$1.5 billion for the five-year period 
to 1989. The government also wants this 
money to be free from any US controls or 
conditions as to its use. Washington's ar- 
gument remains rooted in the mutuality of 
interests that the US bases serve. Ameri- 
can diplomats here talk of the bases' de- 
terrent value and note that the Philippines 
has enjoyed peace and freedom from fear 
of external attack because it is a US ally 
that enjoys protection under the Ameri- 
can shield — as does Japan and South 
Korea. They also argue that because of 
the US presence, the government saves 
money that might otherwise have to be 
spent on defence. 
€ See The Sth Column, page 42. 





information from people on their own cul- 
tural wavelength. 

Suara Karya, the semi-official daily 
which is supported by Golkar (the ruling 
political grouping) initially attempted to 
produce its own weekly English-language 
paper, The New Stardard, in the mid- 
1970s. But owing to-a láck of qualified 
people, it failed to achieve a significant 
readership and eventually folded. Much 
later Suara Karya attempted to buy into 
The Indonesia Times, but that also fell 
through. 

In a separate move Jakarta's other 
major publications, the dailies Kompas 
and Sinar Harapan, the weekly Tempo 
and the Femina group, discussed the idea 
of jointly producing an English language 
paper. But Femina, not wanting to invest 
in another publication, eventually drop- 
ped out. 

Faced with problems of staffing, financ- 
ing and of obtaining the necessary govern- 
ment approval, the two distinct groups 
came together last year to pool their re- 
sources and publish what became the 
Post. A holding company, PT Bina Media 
Tenggara, was set up with Suara Karya 


owning 35%, Kompas 25%, Tempo 15%, 
Sinar Harapan 10%, the Employees’ 
Foundation 10% and Harmoko 5% (this 
was before he became information minis- 
ter). Ali Murtopo, information minister at 
that time, was much in favour of the ven- 
ture and promptly issued a publication li- 
cence despite an earlier ban on issuing any 
new ones. 

The presence of Suara Karya, however, 
has aroused concern that the Post will be 
uncritical of the government. The Post's 
editors have denied this and have indi- 
cated that the shareholders will have no 
say whatsoever in editorial matters. But 
some have raised questions on this issue 
from an entirely different perspective. A 
prominent Indonesian editor noted that it 
might be difficult to be objective when de- 
scribing the problems of one’s own coun- 
try to a foreign audience. 

The Post is currently printing 30,000 
copies a day, of which about a third are on 
subscription. The paper has claimed that if 
a circulation of 30,000 can be maintained, 
it will break even within a year. However, 
the editors now say this can be achieved 
sooner. ^ 


£e 
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DIPLOMACY TUAM 
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Jt 


Realism amid 
the rhetoric 


A meeting on Palestine 
[o an action plan — and 
sts Mahathir's government 


By K. Das 
Kuala Lumpur: A scheduled five-day 
Asian Conference on Palestine which 
started here on May 3 ended in just four 
days, and produced a plan of action that 
was more remarkable for its low-key 
realism than for any dramatic move that 
the early histrionics of the conference had 

mised. The conference was the fourth 
in a series of five scheduled by the United 
Nations, and was the best attended, with 
delegates from 41 countries, including 14 
foreign ministers. 

Although Palestine Liberation Organi- 
sation leader Yasser Arafat could not at- 


Palestine, Lucille Mair, told the press that 


the meeting was the best so far. 

The plan of action, to be the basis of a 
working seminar in Jakarta later this 
month, urged the UN Security Council to 
take strong measures to establish an inde- 
pendent state of Palestine. Although 
there was hardly anything new in this, the 
five- recommendation made it clear 
that the approach will not be simply to re- 
peat the hollow rhetoric of the past. Spec- 
fically it called on the UN to: 

» Ensure the withdrawal of Israel from 
territories occupied since the 1967 war. 

» Guarantee the security of Palestinians 
in occupied territories. 

» Administer the territory for a short 
transitional period after Israeli with- 
drawal. 

» Supervise the election of a constituent 
assembly as a step towards self-determina- 
tion. 

» Provide temporary peacekeeping 
forces, if required, to implement the 
above provisions. 

While observers were understandably 
sceptical about the feasibility of the pro- 
posals, in the words of the conference 
chairman, Malaysian Foreign Minister 
Tan Sri Ghazali Shafie, the conference 
was significant because for the first time in 
many years “a of action had 
been included" in efforts to solve the 
Palestine problem. 

But perhaps the real and immediate be- 
neficiary of the conference was the Malay- 
sian Government itself, which is fighting 
to keep Muslim fundamentalists from up- 
setting the multiracial and multireligious 


balance in the country. 
With the Palestine conference being 
held here, the Party Islam can 


no longer say that the United Malays Na- 
tional Organisation, which heads the rul- 
ing coalition, is not a leading fighter for 
the rights of the Muslim community. J 
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eir е ‘bases sgreement. matt de 
nce treaty, military assistance program- 
ies and related issues. The purpose of the 
view is to assess the usefulness of the 
military bases in the Philippines. 
ind 'gotiate a new agreement for the 
year period, starting in 1984. 
979 agreement, approved under 
istration of former US president 
y Carter, stipulated the’ sum. of 
$$500 million to be paid to Manila for 
use of the bases over the period to 1984. 
During his state visit to the US in Sep- 
tember 1982, Philippine President Fer- 
and Marcos indicated that he would 
ek rent for the next five years of as much 
as US$2 billion. 
The two major US military bases on 
ilippine territory are seen by the US as 
having i immense value i in maintaining the 


ome of the 13th Air Force, is the largest 
"rues American military installation. 


е world's largest naval ‘supply depot. 
hey are vital staging ; areas for American 


ine supply 
forces i in the 


s also argue 
that the bases are -important in monitormg 
Soviet military forces. Moreover, the 
bases are crucial for tactical support, re- 
ply and evacuation of US combat 
ps, not only for Asia but also for the 
Middle East or Africa in times of war. It is 

that Clark Air Force Base engineers 
can assemble an airstrip in 24 hours as far 
ay as West Africa, and F4 Phantom jets 
n fly to Asian trouble spots at short 
otice. In the 1980 Iran-Iraq War, US 
farines were dispatched . to the Persian 
ulf from Subic Bay. © ` 
Since he assumed office, US President 
опа! Reagan .has commented fre- 
iently on the Soviet military buildup in 
outheast Asia following the war in Viet- 
am. Moscow's access to military bases in 
ietnam, its presence in the Indian Ocean 
ind its invasion of Afghanistan have con- 
tributed to increasin A erican anyiety 










Ina blueprint 
ty, contained in 










8 
major strategies fo ountering r deter- 
ng Soviet expansioni 
In view of Washin; 


| of their bases in the Philippines becomes 


| tion and the general ineffectiveness of key. 





more pronounced. The US. of course, 
wants to remain a major military. and 


economic power in the Asia-Pacific re- f 


gion. To this end maintaining its military 
bases in the Philippines and strong. ties 
with its allies in the region are imperative. 

Thus in the Washington-Manila negoti- 
ations, the Reagan administration is ex- 
pected to support Marcos’ demands for in- 
creased levels of military; economic and 
other assistance for continued use of the 
bases. Reagan has praised Marcos as а 
"strong voice of moderation and reason" 
and -has said that “significant progress" 
has been made by the Marcos government 
in correcting alleged human-rights viola- 
tions. US Vice President George Bush 
even toasted” Marcos’. “adherence to 
democratic processes,” to the embarrass- 
ment of Marcos himself, who refers to his 
regime as "constitutional authori- 
tarianism." 

Reagan officials have pointed out that 


the Philippines is “our oldest and most im- 


portant ally in Southeast Asia,” which has 


| always supported American policy initia- 


tives. This circle of Reagan advisers does 
not want to confront Marcos over alleged 
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science and Asian studies at the Uni- 
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also directs the Philippine Studies Pro- 


gramme. She has written. extensively 
on contemporary Philippine affairs. 





human-rights violations for fear that Mar- 
cos might retaliate by closing down the 


"bases and jeopardising American security 


interests in the Pacific. All these indica- 
tions point to continued and generous US 
assistance for the Marcos regime; at least 
while Reagan remains president. And 
Marcos appearsto be in à good bargaining 
position for obtaining what he wants in the 
bilateral talks: Or is he? 

The security aspects of Philippine- 
American relations will no'doubt domi- 
nate the tone.and substance of the negoti- 
ations, but dnalysts contend thatthe wor- 
sening political and economic situation in 
the Philippines’ will become an issue as 
well. These deteriorating trends include 


persistent reports of human-rights abuses. | 


and the disappearance of social activists, 
continuing social unrest, widespread pov- 
erty and malnutrition, huge foreign debt, 
declining éxports, alleged official corrup- 
government 


programmes. A : new 
































































dégedly perpetrated. by military or 
paramilitary forces, . have ^^ been 
umented by various human-rights and 
church groups. 

Instability and uncertainty. dominate 
Manila's political scene as no clear succes- 
sion-mechanism has emerged. The legal 
opposition remains unable to unify. itself, 
the underground opposition continues to 





.grow апа the military is becoming more 


repressive. This combination of political 
repression and economic malaise has 
often led to talk of: impending ephenval in 
the Philippines. 

Shortly before Marcos’ visit to 
Washington, 12 members of the US Con- 
gress sent à letter to Reagan asking him to 
cancel the visit on human-rights grounds. 
А significant number of like-minded 
American political leaders would employ 
a so-called leverage approach in dealing 
with Marcos, Marjorie Niehaus, an 
analyst with the US Library of Congress, 
has written that the leverage. approach 

“would have 1 he US distance itself. from 











2 the Marcos regime as a means to persuade 
:Marcos to liberalise further, and, in [the 


American leaders'] view, to safeguard US 
relations with future Philippine adminis- 
‘trations who аге likely to consider US sup- 
port as. having given Marcos the means to 
remain in power.’ 

is a suggested that Marcos is so de- 
pendent on US assistance’ to overcome 
mounting domestic political and economic 
difficulties that he is vulnerable to pres- 
sure. Washington should therefore use its 
influence, the argument goes; to further 
liberalisation and the restoration of demo- = 








| cratic rights in the Philippines. 


Thus the current debate over US policy 
onthe Philippines revolves around two 
major considerations: American security 
interests and. Filipino human rights. 
Reagan’ s advisers play ‘down the human- 
rights issue, saying it can be dealt with 
through dialogue with Marcos. Propo- . 
nents of this approach are afraid of 
alienating the Marcos government, which 
they consider supports and is friendly to 
US interests. Human rights must give way 
to more important strategic interests, they 
contend. This is a limited and short- 
sighted view that does not take into ac- 
count the deteriorating internal Philippine 
situation; which could eventually topple 
the Marcos government. 





he feverage advocates, on the bther hand, 
think the US does not exert enough 
influence in effecting democratic change 
in the Philippines. Niehaus says the lever- 





crackdown on labour, ‘church, ew ude its 





American." This is likewise a short- 
sighted and even dangerous view since it 
could lead to undue intervention from the 
CIA or other instruments of the US gov- 
ernment, if indeed US interests are really 
threatened. 

This view also smacks of the Cold War 
mentality, which perceives any opposition 
to existing governments as invariably 
communist-inspired. Marcos' opposition, 
developed over the past decade, spans a 
broad spectrum of nationalist sentiments 
and political ideologies which do not pre- 
clude searching for new and equitable ar- 
rangements in future Philippine relations 
with other countries, including the US. Of 
course, Marcos has deftly cultivated the 
idea that he alone has the national stature 
to lead the country and that any alterna- 
tive to him. whether it be from the reactio- 
nary Right or the radical Left, would be 
disastrous for the country. Manv people, 





Marcos: an image of indispensability. 





Filipinos and non-Filipinos alike, believe 
this to be truc. 

This polarisation of current US thinking 
on the Philippines — into human-rights 
concerns and strategic interests — has 
been called the US dilemma by a former 
US ambassador to the Philippines, Wil- 
liam H. Sullivan, himself no stranger to 
foreign-policy matters. Sullivan has said 
that the US has an abiding and legitimate 
interest in both issues which must be pur- 
sued "independently and in a spirit of con- 
structive candour.“ He believes it is not a 
matter of swapping one for the other, or 
manipulating desired outcomes by the 
clever use of power. The US simply needs 
to pursue both interests. 

Sullivan asserts that Washington cannot 
maintain its defence posture in Asia with- 
out its military facilities in the Philippines 
— à point that is debatable. In regard to 
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human rights, Sullivan says Americans 
have to be concerned that the Marcos re- 
gime carries in it “the seeds for potential 
disruption, violence and disorder in a na- 
tion we regard as a close ally,” However, 
Sullivan is not in favor of destabilising 
Marcos and, instead, wants the US to give 
him the economic assistance he needs in 
exchange for his cooperation in defence 
and mutual-security arrangements. Mar- 
cos is a friend of America, Sullivan says 
with finality. and he should not be aban- 
doned. 


he trouble with this view is that it wants 

everything — military bases, secu- 
rity arrangements, democratic ideals, 
Marcos' cooperation and a friendly Philip- 
pines. Sullivan's prescriptions are irrecon- 
cilable and seem to be concerned only 
with Marcos while speaking in the broader 
context of "Philippine leadership" and a 
"Philippine ally." Sullivan recognises that 
most Americans have very little. com- 
prehension of the tides and currents that 
move within Philippine society. He does 
not seem to have a real comprehension of 
Philippine developments and interests 
either. For in the end he counsels Ameri- 
cans “to remain constant to our own prin- 
ciples and that usually best serves our ulti- 
mate interests." 

A smaller group of progressively- 
minded. Americans, coming mostly from 
academic, human-rights, church, disarm- 
ament, and anti-nuclear groups. is ad- 
vocating closing of US bases in the Philip- 
pines for various reasons. George Kahin, 
a professor of international studies at Cor- 
nell University, sees current US policy 
concerning the bases as reckless for “it 
leaves them hostage to potential threats of 
Philippine nationalism, local insurgency 
and Marcos' adventurism." 

It is not politically safe for the US bases 
to continue operating in a country that is 
undergoing severe social and economic 
tensions, Kahin contends. The Marcos 
government has been unable to eradicate 
communist and Muslim insurgencies in 
the country. Nationalist groups continue 
to work against the use of Clark and Subic 
by the US military. Former Philippine 
senator Jose Diokno, a staunch nationalist 
and Marcos opponent, is spearheading a 
renewed campaign to remove the bases 
and has formed a coalition which has de- 
nounced the ' new negotiations. with 
Washington as serving only US interests 
and the Marcos government. 

Even from a military standpoint, some 
Americans believe that the strategic value 
of the bases has diminished in the light of 
current advances in air technology. Gen. 
Freddie Poston, former 13th Air Force 
commander, concedes that А15 fighters 
could be deployed in the Middle East from 
Guam, via the US Indian Ocean base at 
Diego Garcia, just as easily as the older F4 
planes can now be deployed there from 
Clark. 

Kahin notes there is no guerilla in- 





In 1986, the two luxurious 
new Westin Hotels of Raffles 
City will open, creating the 
largest, most modern conven- 
tion centre in Singapore. 

With 2 grand ballrooms and 
45 other meeting areas total- 
ling over 6,000 square metres 
(65,000 square feet), plus 20 
restaurants and lounges, a 
health club, tennis courts and 
a swimming pool, it's the ulti- 
mate meeting place. For busi- 
ness or pleasure. 

Sound interesting? For your 
free copy of "The Ultimate 
Meeting Space,” attach your 
business card to this ad and 
send to Westin Hotels: in Lon- 
don, 7-8 Conduit St., London 
WIR9TG, United Kingdom 
(Telex 22144); in Tokyo, Yura- 
kucho Bldg., #405, 1—10-1, 
Yurakucho, Chiyoda-ku, Tokyo 
100 (Telex 2224507); in Singa- 
pore, Level 7, PIL Bldg., 140 
Cecil Street, Singapore 0106 
(Telex RS 22206). 
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E rohito's happy 82nd birth- 
elebrations coincided’ witha 
а socialist leader that 








poate out that in 1985 
st ratify | a o wliich 






litical (or veli) desire = abolish 
| Imperial House Act. He. was пої 
‘icising Japan's traditional dedication 
eemperor but only arguing logically 
the treaty could not continue con- 
ionally tó accept male chauvinism 
imperial palace... 
He recorded that — now generally 
forgotten — two empresses ‘had ruled 
Japan in the 600s and 7005. One was Em- 
press Genmyo, who established her cap- 
нара Heijokyo (in Yamato province), 
which later became lovely Nara. The 
other. was “Empress Gensho. who, 
: а, “revised and perfected 
a code of laws and regulations. " (No 
other details were given.) ^ ~ 
Firmly resisting Terada, . Director- 
ij noda of the Cabinet 
Legislative Bureau said that the govern- 
ment: would not consider any: 




























gency in Guam; a Фай, жеН-раг- 
ned US territory. With regard to Subic 
y; its loss would not severely hamper 
е operations of the 7th Fleet, which could 
ake better use of US base facilities in 
apan and also Guam. Others point-out 
hat Singapore has welcomed greater use 
f its facilities by the US. There also are 
possibilities of using facilities-at Darwin 
nd North West Cape in Australia. 

In 1979 retired admiral Gene La Roc- 
que was called to testify before the US 
‘House of Represe ntatives appropriations 
committee regarding the Philippines mili- 
‘tary bases. After 31 years in the navy, the 
admiral had retired to become the director 
f the Centre for Defence Information in 
ashington. La. Rocque’s:, testimony, 
ich was being given in connection with 
the 1979 Washington-Manila bases agree- 
ent, stated that the presence of US mili- 
ry forces in the Philippines would not 
contribute significantly to eithér offensive 
or defensive military actions by the USi in 

the Western Pacific. | 

“The Philippines is a particularly un- 
necessary and dangerous place for the US 
to be retaining and expanding a military 
commitment,” he said. “These bases are 
not popular in the Philippines. There will” 
probably be increasing restrictions” im- 


“ad 



























































ment of the act and would forbid any 
mention of the suggestion in the House 
of Councillors’ records. Terada, ignor- 


ing customary Japanese silence on com- | 
mittee discussions, gave the story to the | 


magazine Shukan Bunshun and recalled 
how he had first brooded in his student 
days at Tokyo Imperial University over 
the exclusion of females from the 
throne. 

“I once asked Dr Tatsukichi Minobe. 
a famous pre-war constitutional scholar. 
for his. opinion," Terada said. “Dr 
Minobe jokingly replied that the em- 
peror, having to command his.troops. 
must ride a white horse and anyone hav- 
ing difficulty in doing so would be unsuit- 
able." Restressing his support for a 
reigning empress, Terada added: “I have 
seen Queen Elizabeth comfortably rid- 
ing side-saddle.” 

Other strange evidence of the pragma- 


| tic independence and supreme adapta- 


bility of Japanese leaders is information 
from my Tokyo columnist mentor; Bob 
Horiguchi, that Prime Minister Yasu- 
-hiro Nakasone, expanding Japanese i in- 
fluence in the Pacific and China, is en- 
couraging advice from 75-year- pd 
Yoshitaka Yotsumoto. 

Yotsumoto, now a devoted Zen wor- 
shipper and president of a prosaic con- 
struction company. had been à pre-war 
‘member of the infamous Ketsumeidan 
(“Blood Sworn League"), . while study- 
ing Taw at the е TAYE Imperial Univer- 









ед by the Philippines on their military 
use, and we could not count on them in an 
emergency. Increased money for weapons 
to the Philippine Government does not 


contribute to either the defence of the US. 


or the defence of the Philippines.” 


imilar statements have been made by 

former government officials. Former US 
senator William Fulbright deplored the at- 
mosphere. of corruption created by Clark 
Air Force Base, which is “very bad not 
only for our own people but certainly for 
Filipinos.” A former US ambassador to 
Malaysia, Francis Underhill, also testified, 
that the bases are at best of limited utility 
and that the costs of maintaining them are 
not commensurate with their potential 
military benefits. 

: Various anti-nuclear groups are also 
concerned about the bases; fearing that 
they carry with them the threat that the 
Philippines might become embroiled in a 


possible nuclear confrontation following - 
the escalation of Soviet-US tension in the 


Indian Ocean. Reagan's oft-repeated 


rhetoric regarding the need to prevail in a: 
nuclear war with the Soviets makes some. 


Filipinos nervous about the 05 bases, 
which. are said. to store : nuclear weapons 


and materials. Nuclear-armed -ships are | 








sity, and was sentenced to hard labour 
for 15 years for his involvement in an as- 
sassination plot against Count Makino, 
lord keeper of-the privy seal and a close 
confidant of the emperor. 

Не was paroled in 1940 — repentant 
and usefully pro-Japanese and. anti- 
militarist. Makino (whom I had the hon- 
our of knowing as a fellow founding- 
member,of (ће Baritsu Chapter of the 
Baker Street Irregulars) told me in the 
early Occupation days that he had then 
respected Yotsumoto and would always 
trust him. The past was forgotten. 

Nakasone's secretary, Yoshiko 
Kamiwada, has explained publicly that 
Yotsumoto, advises the prime minister 
about "the future of Japan, the state of 
the nation and major problems. His ad- 
vice provides spiritual support." 
Nakasone, it. is: reported, spends every 
Sunday evening in meditation at a Zen 
temple. Doubtless he. has sought gui- 
dance for.his recent pilgrimage around 
Southeast Asia. . 

He also.now.has "friendly advisory 
contact" with another member of the 
Blood Sworn League and a former 
member of the pre-war Japanese Com- 
munist Party, Seigen Tanaka, who had. 
been imprisoned with Yotstimoto and 
similarly released in 1940. At the begin- 
ning of the Occupation, we gaijin corres- 
pondents knew. and. consulted. Tanaka 
and found him a most helpful “back- 
grounder." : 
























also: said ‘to. call. regularly. at Subic. Far 

from protecting Filipinos from external at- 
tack as originally envisioned, the anti-nu- 
clear groups say, the bases threaten their 
very survival: 

Unfortunately, Americans who share 
the views of nationalist Filipinos will prob- 
ably be ignored by the Reagan administra- 
tion in the new bases talks, Although it has 
not indicated its position.on specific issues 
to be covered in the negotiations, the cur- 
rent administration will likely seek to in- 
crease military assistance to the Philip- 
pines and extend the bases agreement 
beyond 1991, its present expiration date. 
Diokno predicts that the US will try to 
take advantage of the current economic 
difficulties the Marcos regime is facing to 
get the lease extended. 

Marcos is likely to face pressure from 
the US Government апа will become in- 
creasingly vulnerable to it because of his 
uncertain’ political and .poor economic 








performance. He will also get a great deal 
of heat from. Filipino nationalists who 
-have long taken a strong stand against the 
bases. In what could be а case of bitter 
irony, Marcos could be forced to make 
-overtures to the Filipino nationalist lead- 
ets to bolster his bargaining position vis-a- 
vis the Americans. a 





















First 


There's no one quite like her. 

She's warm and friendly. With a style of her own. And no wonder. Her attentive 
and sunny smile come from a tradition of Philippine hospitality ages old. 

Asia's first ladies. On Asia's first international airline. More reasons why Asia's fi 
airline still is. 





Asia’s first airline. 
Amsterdam. Athens. Bahrain: Bandar Seri Begawan-Bangkok-B 
Kuala Lumpur-Kuwait-London-Los Angeles-Manila. Melbourr 


xe-Canton-Dhahran- Dubai. Frankfurt. Hong Kong-Honolulu-Jakarta-Karachi-Kota Kinaba 
is-Peking-Port Moresby-Rome-San Francisco-Seoul-Singapore-Sydney -Taipei-Tokyo-Zuric 








Yer this 
isthe 


telephone 
system 


of the future, 
the future 
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Today, a lot of countries are wondering what kind of telephone 
system they'll need in the future. 

But some countries aren't wondering anymore. They already 
have their future telephone 
system in place. Right now. 

It's called System 12," 
and its presently in use 
in the cities of Stuttgart and 
Heilbronn. The Deutsche 
Bundespost recently installed 
it for evaluation within the 
public network. 

This makes Germany the 
third country (Belgium and 
Mexico are the other two) to 
have these exchanges in 
operation. 

What makes this such 
ITT'S System 12,a revolutionary new important news? 

telephone system,is already operating First, because more 

ORIG E. and more countries are 
recognizing that System 12— with its fully digital switch—is the way 
all telephone systems will be one day. 

But the real importance of System 12 lies in its fully distributed 
control. 

Fully distributed control is a radically new idea in switching 
system design that allows a network to grow or change as a 
country does— easily and economically. 

Something only System 12 can do. 

What's more, System 12 can incorporate new technology as it 
comes along—so it's always up-to-date. 

One reason why over 2,250,000 equivalent lines have been 
ordered or installed in countries around the world. 

Countries like Belgium, Germany, and Mexico, who don't think 
they should have to wait for the future. 

Not when it's already here. 





€ 1982 International Telephone and Telegraph Corporation, 320 Park Avenue, New York, N.Y. 10022, U.S.A 





The Frederick Forsyth style 
is unique. 


Frederick Forsyth is a member of that 
very exclusive group of authors, whose 
books you will find on sale in virtually 
every country you care to visit. 

And not only on sale but, year in year 
out, proving to be enduringly popular. 

Classics of their kind. Yet Forsyth’s 
beginnings as an author were scarcely 
auspicious. The first four publishers to 
read his first manuscript turned it down. 

Decisions they must, years later, be 
still deeply regretting as that book con- 
tinues to be regarded with awe by the 
publishing industry. 

“The Day of the Jackal” made Forsyth 
one of the world’s best-selling authors. 

That book, and subsequently “The 
Odessa File?’ "The Dogs of War” and “The 
Devil’s Alternative” have each proved to 
be phenomenal successes in thirty-six 
countries. They have been translated into 
some thirty languages, and have sold over 
20 million copies. 

Forsyth’s latest, a collection of short 
stories entitled “No Comebacks;’ is certain 
to add to these impressive statistics. 





Yet quality rather than quantity has 
always been Forsyth’s primary concern. 

Just five books have hardly been a 
prolific output—read one and you will 
realise why. 

The Forsyth style—a blend of un- 
cannily authentic detail, superb story- 
telling, a meticulously constructed plot— 
takes a long, long time. 

Despite many attempts it is a style no 
other has been able to reproduce. 

Quality rather than quantity is also the 
principle behind the watch that Frederick 
Forsyth wears. A Rolex Oyster Day-Date 
Chronometer in 18ct. gold. 

“For me, this is simply the best watch 
there is,” he says. “It’s very tough, water- 
proof, and completely reliable so I never 
have to take it off whatever I’m doing. It’s 
also very well designed and obviously a 
great deal of time, care and effort have 
gone into its construction. That’s why the 
idea works so supremely well.” 

And, as Frederick Forsyth knows, a 
famous, international success W 
starts with a perfect idea. 

ROLEX 


of Geneva 


The Rolex Day-Date Chronometer in 18ct. gold, with matching bracelet. 





Once again, 
the right plane for the job is Hercules. 


The United States Coast Guard faces an ever- 


increasing workload of maritime patrol. Too much for 
even its present fleet of 22 Lockheed Hercules 

So the Coast Guard made an addition. 

They bought another five Hercules— because 
Hercules is the ideal aircraft for search and rescue 
surveillance and a wide range of patrol missions 

Hercules can span more than 2,600 nautical miles in 
low altitude operations. And it can remain aloft for up 
to 18 hours, depending on mission radius. 

So one Hercules can cover assignments that might 
occupy two or more smaller, short-range aircraft 

The Coast Guard's Hercules meet all ICAO require- 
ments for search and rescue, as well as sea/land and 
air lane surveillance. And they can be converted 
quickly to carry cargo, personnel, or both 


Hercules has plenty of space in its main compart- 
ment for rafts and survival gear—and it can deliver 
them right on target through its ten foot by nine foot 
rear opening. That's a lifesaver. 

And with its four efficient turboprop engines, 
Hercules is also a fuel saver. Over the life of a single 
Hercules, hundreds of thousands of dollars may be 
saved compared to operating an aircraft with the most 
economical jet engines available 

Hercules will serve the U.S. Coast Guard as its prime 
long-range aircraft for the rest of this century. 

Because in maritime patrol, there's still no equal 
to Hercules 

Contact Director of International Sales, Lockheed- 
Georgia Company, Zone 1, Marietta, GA 30063, U.S.A 
Telex: 542642, Lockheed Mara 
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Kotal assets: | 6.400 n 
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гар! апа reserves: 


Head nosed 
Bahnhofs ~ 
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North America: 
New York, Chi 
Los Angele 
Houston, Cay 
Hamiltonj Bermuda 
Montreal, Toronto, Calgary. 
Latin America: 
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Caracas, São | 
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Middle East: Ab: 


Bahrain Beirut 


Far East: Tokyo, Hong Kong 
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Africa: Johannesbur 
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“Project Financing? Definitely UBS.” 


In the complex world of international 
finance, the experienced UBS project 
financing team helps governments, 
sponsors and institutions to realize 


important projects. Worldwide 


UBS, as a major international bank, 
can locate or provide the substantial 


capital resources and financial 


know-how needed for such projects 


Our finance specialists are highly 
versed in co-financing with develop- 
ment institutions, in export credits, 
syndicated loans, performance 
guarantees, and in offering financial 
assistance for structuring industrial 
and resource-related ventures 


/f you need the backing of a global 
banking institution, call on UBS. 
International finance is our business. 







S^ Union Bank 
UBS) of Switzerland 
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Unveiling an 
Emperor Hirohito and his Chief Aide- 
de-Camp: The Honjo Diary, 1933-36 
translated and introduced by Mikiso 


Hane. University of Tokyo Press. 
¥ 4,800 (US$24.50). 


HE is known to Japanese simply as tenno 
heika, the emperor. He has no family or 
dynastic name for there has been only one 
imperial dynasty since the dawn of Japan- 
ese history. When he dies he will be refer- 
red to as the Showa (enlightenment and 
harmony) emperor. But to foreigners, un- 
familiar with the niceties of court 
etiquette, he has always been known by 
his personal name, Hirohito. 

By most accounts the emperor is a pain- 
fully shy man, deeply conscious of his role 
as the central symbol of his nation but far 
more comfortable working in his marine 


- biology laboratory than he is presiding 
-over state ceremonies. The problem in as- 


sessing his personality or his place in his- 
tory is that there have been no reliable, 
detailed published accounts to illuminate 
these subjects. 

The appearance of this diary changes 
that. From 1933 to 1936 Gen. Honjo Shi- 
geru served the emperor as liaison be- 
tween the throne and the military. History 
is fortunate that he kept a diary during this 
period and doubly blessed that he never 
intended to make his diary public. While 
the entries frequently conclude with 
breathless expressions of admiration for 
the emperor's wisdom and moral perfec- 
tion, they also include candid and reveal- 
ing observations which only a man like 
Honjo, with almost daily access to the em- 
peror, could provide. 

The Honjo diary reveals an emperor 
whose actions were profoundly сіг- 
cumscribed by court traditions. On one 
occasion, Hirohito wished to send a pre- 
sent to an ailing general as a token of his 
sympathy. Palace attendants reminded 
him that there was no precedent for impe- 
rial gifts to anyone below cabinet rank. 
The emperor countered that the general in 
question had performed personal services 
on his behalf and so a personal gift seemed 
in order. The argument, however, failed 
to convince the board of chamberlains and 
in the end the emperor yielded to their 
views. 

On the other hand, the emperor could 
assert himself when the occasion de- 


- manded. Once, he was annoyed to learn 
that members of the imperial family vied 


with one another to send gifts such as sea 
bream to the palace for imperial birthdays 
and the lie. He confided to Honjo that he 
realised that the fish were supposedly au- 
spicious symbols but it was his own opin- 
ion that fish were auspicious only when 
they are in the water. “What is auspicious 


A 


about them when they are dead on land?" 
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Kwantung Army be ordered to cease it 
advances?" the ernperor inquired. Honjo 
persuaded the emperor that the dispatet 
of such an order would be unwise because 
it “might create serious problems in 
tary command.” E 

Nevertheless, Honjo, always sensitive 
to the emperor’s. feelings, immediately 
conveyed Hirohito's inquiry to the ge 
staff which, *overawed by His Maj 
concerns," issuec| orders to recal 
troops. And so the emperor's will p 
vailed? Not quite. The possibility of 
army moving forward at a later date “y 
not precluded,” ] 
notes, And in less than а 
month the army did mow 
forward. A 

. The diary makes it 

that Hirohito’s p 
sentiments were pa 
and that he was consta 
anxious about the ri 



































he asked. The stewards were notified and 
the practice was curtailed. 

What about decisions concerning more 
substantive questions? With rare excep- 
tions Japanese emperors have not exer- 
cised real political or military power for 
more than 1,000 years. Japan's 1889 Meiji 
Constitution reinforced that tradition and 
obliged the emperor to accept the will of 
his state ministers. Hirohito did not depart 
from that tradition and 
historians are in almost 
unanimous ^ agreement 
that he played no role in 
making the decision to de- 
clare war. 

Hirohito did, of course, 
play a decisive role in 
bringing the war to an end 
after Hiroshima апа 
Nagasaki. It can be ar- 
gued, however, that he 
made the decision to sur- 
render only after his state 
ministers, hopelessly 
stalemated on the issue of 
capitulation versus. resis- 
tance to the death, called on the emperor 
to break the impasse. 

The Honjo diary reveals the ambiguity 
of the relationship between Hirohito and 
his generals. In the very first entry, dated | cavorts through these solemn pages. 
April 18, 1933, Honjo tells of being sum- | emperor does not snipe at erstwhile fi 
moned by the emperor, who was dis- | or fret about his digestion. But Honj 


0 


ok cause to re! 
ut could not deflect 
permanently from carryin, 
out long-term objectives. 
This volume cannot hope to compet 
with the Hitler diaries— real or false — fc 
headline space. There is little here that €i 
be regarded as titillating. No Eva Bra 





Hirohito: accepting tradition. 
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INFLATION SHELTERS 1983 


Diamonds, gold, silver and platinum 


As interest rates and inflation have fallen what has been the effect on the “м, 
traditional inflation shelters such as diamonds, gold, silver and platinum? — 
This report looks at market trends for all four over the past two years using _ 
econometric analysis to measure their responsiveness and long term _ 
elasticities to changes in output, dollar exchange rates, interest rates and oil _ 
prices. It provides price forecasts up to 1986. H 
It looks, in detail at developments in diamond production and markets with | 
special attention to developments in Australia where the Ashton Joint Ventures _ «i 
ics a gan arrangements and the surrounding political controversy are — y, 
scussed. ; 


[1 Please send: INFLATION SHELTERS 1983 
Price $110. Airmail postage extra US$4 













. To: The Economist Intelligence Unit Ltd (C7) 
The Economist 7 Si James's Place, London SWIA INT. Tel: 01-493 6711 
° + The Economist Intelli Unit Ltd (D7), 
Intelligence Unit 75 Rockefeller Plaza, New York, NY 10019, USA 
Tel: (212) 541 5730 










































M ila: No news is х M good news at 
` the Asian Development Bank, politically 
‘most acute of multilateral develop- 
nt banks. On the agenda at this year’s 
nnual теёїїпр of thie bank’s board of 
governors, held in Manila in the first week 
of May, were issues which went both to 
political and developmental hearts of 
' institution. For anyone wanting to 
k a fight, there was no lack of potential. 
iut there were only the mildest of gentle- 
nly disagreements at as quiet an an- 
| meeting as even the low-key ADB 
known. 
It is perhaps a tribute to the balance of 
- forces and interests within the bank — de- 
3 eloped and developing, regional and 
regional, big and small — that almost 
one finds something of advantage in 
the institution and no one wants to push 
оо hard and upset either the internal poli- 
cal equilibrium or the reputation for 
-strait-laced banking policies which have 
ven it a top-class rating in international 
pital markets. 


olved around India — which wants to 
orrow from the bank for the first time — 
_ and China, which wants to join the bank 
rovided Taiwan is expelled. Both issues 
te shuffled more sideways than for- 
. Meanwhile, the governors approv- 
a document entitled Study of Opera- 
ional Priorities and Plans for the 19805, 
eries of proposals drawn up in 1982 and 
containing a large number of policy re- 
commendations. None of the proposals 
_ individually i is very radical. They will be 
implemented at varying degrees and over 
differing time scales, but in total they 
. amount to the most far-reaching changes 
.in direction and modalities of the bank's 
` lending since it was established. 
- Most remarkably, the document is a 
move away from strict criteria, from indi- 
^d Куа! project foreign- exchange finance, 
towards broader development goals. It 
. was an achievement to accomplish this 
` shift at a time when some of the bigger de- 
veloped countries are showing à more 
& hard-headed, as well as more niggardly, 
attitude to multilateral assistance, em- 
. phasising project viability and return on 
capital. 
- A Although individual developed coun- 
. tries could be found to object to some spe- 
_ cific proposals on new lending guidelines, 
_ the general feeling was that they did not 
б want to engage in ideological or 


philosophical battles and had sufficient 

. confidence in the direction and manage- 

. ment of the ADB not to argue over the 
. modalities of lending. They could anyway 


54 





e most obviously contentious issues. 
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be sure that actual changes in lending po- 
licy and direction would take place only 
gradually. 

Paradoxically, too, the expressed desire 
of the ADB to move away from being sim- 
ply a bank to acquiring broader regional 
development functions is being pressed 
just at a time when the real growth of its 
capital base, relatively speaking, is stag- 
nating. The bank has rightfully prided it- 
self on the fact that its record in raising 
funds has recently been much better than 
those of other multilateral banks. In 


Fujioka: open to ánnovation. 





March, members approved a 105% gen- 
eral capital increase — the ADB's third — 
for the period 1983-87. And its soft loan 
Asian Development Fund (ADF) ob- 
tained a US$3.2 billion replenishment for 
the period 1983-86. 


B: these are still serious setbacks com- 
pared to original goals of a 125% capi- 
tal increase and a USA. 1 billion ADF re- 
plenishment. The ordinary capital in- 
crease is very small in real terms. And it is 
doubtful whether the bank, without ac- 
companying basic changes in its financial 
policy, can speed up its development ef- 
fort and accommodate China and India 
with such an increase in capital. Although 
the bank says that 15% annual increases in 
lending should be possible, this would 
partly be because slower-than-expected 
approvals have meant that the new capital 
will have to last for only four years, not 
five. Lending terms will also be less con- 
cessional than hitherto as only 5% of the 
new capital will be paid in (as against 10% 


ospite tighter money, the ADBI loosens its | sores strings 


A quiet revolution 


for the previous increase) and the percent- 
age paid in hard currency by developing 
members is also lower. 

One of the many ironies of the situation 
is that developing countries complain 
about the mean attitudes of the rich mem- 
bers in making resources available. But 
meanwhile, the rich have consented to 
more liberal allocations and disbursement 
polices because the ADB's strict internal 
standards have made it hard to make loans 
and even harder to implement them. 

Several measures have been approved 
to speed up loan approval and disburse- 
ment. The most notable concession has 
been to increase the amount of local-cost 
financing, which hitherto was allowed 
only in specific circumstances and limited 
amounts. ADB funding will now average 
80% of a project's cost in the poorest 
countries, down to 40% in the richest 
group. This move is intended primarily to 
prevent projects from being delayed by 
lack of local-currency resources, and sec- 
ondly to provide larger injections of 
foreign currency into the poorer nations. 

Recently an emergency fund was also 
set up to keep money flowing into continu- 
ing projects threatened with delay owing 
to lack of local funds. Although it is con- 
trary to the original intention of the bank, 
all members now appear to accept that 
more local-cost finance is necessary to get 
development moving faster, and to re- 
move borrower bias in favour of possibly 
inappropriate projects which appear at- 
tractive because they have a high, easily fi- 
nanced foreign-exchange component, 

The bank will also relax its attitude to- 
wards programme lending, raising the in- 
dividual country ceiling to 10-25% of total 
borrowing. This should raise the tempo of 
disbursement and ease the general 
foreign-exchange constraints affecting the 
borrowers. Even more liberal arrange- 
ments, perhaps akin to the structural-ad- 
justment loans being made by the World 
Bank (REVIEW, Mar. 24), may be consi- 
dered for the poorest. 

The bank will increase lending to speci- 
fic sectors in individual countries — loans 
which cover a number of broadly related 
projects in a particular sector such as ag- 
riculture. It will aim to increase the aver- 
age size of loans, currently some US$30 
million compared with US$50 million for 
the World Bank. Although not approp- 
riate for some of the weakest countries 
with poor implementation chpacity, this 
should increase the rate of disbursement 
while keeping down loan-administration 
costs. 

Easing of covenants (conditions and re- 
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strictions) on loans was approved to rec- 
ognise local circumstances and to recog- 
nise “that the social objectives of a gov- 
ernment are often as important as growth 
and financial objectives." Requirements 
for international competitive bidding in 
procurement were also eased. This should 
save time, increase the opportunities for 
local and regional procurement and ex- 
tend the notion of “user preference." (AI- 
though officials privately admit that eas- 
ing procurement rules may increase pos- 
sibilities for irregularities, it should speed 
up project implementation.) 

Speeding up loan approval and im- 
plementation is, according to most 
sources, badly needed. Lending growth is 
necessarily irregular but last year was only 
3%, variously attributed to shortage of 
local-cost finance, a strong US dollar, un- 
willingness to borrow and the impact of re- 
cession оп development momentum. 


ADB aid in Sri Lanka: an eye on social objectives. 


Others suggest that under donor pressure 
there has been more rigorous interpreta- 
tion of project viability, particularly in re- 
gard to pricing of utilities. Disbursement 
has also continued to lag behind expecta- 
tions. 

The easing of restraints on borrowing 
may be necessary merely to maintain a 
modest growth in loans (excluding India 
and China) and disbursements. The 
reason is that the policy document pro- 
vides for a shift in the geographical direc- 
tion of lending. A higher proportion of 
ADF funds will go to the six poorest coun- 
tries — which, almost by definition, are 
those where project identification and im- 
plementation are most difficult. 

At the other end of the scale it is aimed 
to reduce the relative shares going to the 
richest of the major borrowers — South 
Korea and Malaysia, which have been 
eager and efficient borrowers. Concentra- 
tion of ordinary lending in the middle tier 
of countries may slow the lending process, 
though the move will be gradual and 
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South Korea and Malaysia will remain 
substantial borrowers for several years. 
Another factor is that some middle-tier 
countries — Thailand is one — have been 
rather reluctant users of ADB finance be- 
cause of the relatively small size of its 
lending, the bureaucracy involved and the 
fact that it is not significantly cheaper than 
commercial borrowing. 


= Ws involve itself more closely with the 
needs of borrowers, the bank now in- 
tends to aim at medium-term country loan 
programming based on three-year in-depth 
studies. It will endeavour to fit its lending 
into the macro context, and in a way which 
it hopes will give it more policy leverage. 
At the same time it will try to move to- 
wards sectoral, or geographical, special- 
isation within individual countries. 

The bank also aims to build up its de- 
velopmental role by involving itself in re- 





gional activities such as trade expansion 
and cooperation between developing 
members, particularly between the richer 
ones and the poorest. The shift away from 
banking to becoming a development in- 
stitution will be gradual — partly because 
budget restraints will prevent the bank 
from hiring the personnel it would need to 
undertake new tasks. The trend is being 
pressed by the bank's president, Masao 
Fujioka, who is proving more innovative 
than his predecessors, and slightly more 
prepared to see policy options debated 
openly. 

The trend has been pushed through at a 
time when such institutions are out of 
favour in the developed world. This is 
attributable to some political skill. 
Washington's antipathy has been as- 
suaged by the bank's repeated commit- 
ments to support the private sector, 
through co-financing and the introduction 
of ап  equity-participation scheme. 
Neither are very significant in resource- 
mobilisation terms. But it is the noises that 


matter. Similarly, the bank has yielded to 
the desire of most developed members for 
positive action on "graduation." 

On the question of lending modalities, 
the developed nations are anyway di- 
vided. The Europeans are split between 
those wanting strict loan conditions and 
who are uneasy at some of the moves 
while still admiring the ADB for being 
stricter than other institutions, and those 
who think that money should go directly 
to the poor and to social projects rather 
than "filter down" from the top via pro- 
jects based on strictly financial criteria. 

Some of the Europeans (France, Italy 
and Sweden) would even like a special 
capital increase so that they can raise their 
stake in the bank, in part to reflect their 
contributions to the ADF. However, this 
way of expanding the resource base has 
run into national rivalries both over per- 
centage shares in the bank and the share of 
non-regional countries — currently 37.596 
against a maximum permissible 40%. 
While the policy report places emphasis 
on cooperation within the region, the 
Europeans want to increase their role in 
the ADB. The European connection will 
be strengthened in 1984 when the bank 
is due to hold its annual meeting in 
Amsterdam. 

Meanwhile, the special capital increase 
will probably have to await resolution of 
the China question. Few pushed this issue 
hard at the annual meeting, partly because 
there was a reluctance to have to share the 
ADB cake with such a large potential bor- 
rower Also, no one wanted to endanger 
the United States’ commitment to the 
bank by pushing for Taiwan's expulsion 
(China’s condition for joining). The mat- 
ter has been referred to the board of direc- 
tors, where it is likely to remain until the 
climate in Washington is more favourable 
and the US Congress has voted the Ameri- 
can share of the capital increase. 

Taiwan's legal position is ambiguous, 
and the board's powers are very broad. 
But an eventual consensus rather than à 
vote is the most likely outcome. Quite 
what sort of stake China might have 
should it join is uncertain. By some calcu- 
lations it should be the equal of Japan and 
the US — currently with 13.5% each. But 
in practice it is unlikely that it would be al- 
lowed to exceed India's 6.5%. 

India’s desire to borrow is regarded by 
all as legitimate and within its rights. But, 
again, few are keen to push the issue too 
hard, partly because of the impact on 
other borrowers and partly because US 
congressional antipathy towards India 
serves the purpose of those who fear the 
impact of India’s presence as a borrower 
on the bank's resources. Referring to both 
India and China, Malaysian Finance 
Minister Tunku Razaleigh Hamzah urged 
the bank to "devote its resources to the 
needs of traditional borrowers, " 

Borrowers are currently more con- 
cerned about India as a borrower than 
China because the latter's entry would 
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bring with it an injection of capital, and | 


probably also facilitate the special capital 
- increase. In the event, India will borrow, 
but nothing like the US$2 billion during 
1983-87 that it originally suggested (even 
with a 125% capital that would have been 
17.5% of loans from ordinary capital re- 
- sources). The issue will not be pressed 
until Washington opposition simmers 
down, and the start will be modest. 

Uncertainty over China and India as 
well as over the impact of new lending po- 
licy on disbursements suggests that the 
funding side of the bank's operations will 
be difficult to predict. But it will almost 
certainly become more important. The 
level of borrowing in international capital 
markets will continue to rise — probably 
to US$1 billion this year from US$881 mil- 
lion in 1982. Broadening its borrowing 
base, long concentrated on low-coupon is- 
sues іп yen, Deutschemarks and Swiss 
francs, the ADB has returned to the US 
market, has entered the Dutch market 
and is now considering a sterling bond 
issue. 


S diversification is in line with rec- 
ў ommendations іп an expert review of 

the bank’s financial policies by economist 
Irving Friedman. But ahead lie trickier de- 
cisions. The greater of these is whether to 


_ change the bank's very conservative 


liquidity policy, which requires liquid as- 
sets equal to 40% of undisbursed loan ba- 
lances or 18 months' expected disburse- 
ment. The policy is becoming more expen- 
sive as the ratio of paid-in capital to bor- 
rowed funds decreases and as the gap be- 
tween short- and long-term interest rates 
increases. Policy on lending rates is also 
under scrutiny. While the ADB sets in- 
terest rates for the life of a loan, the World 
Bank has moved to a floating-rate system. 

The most likely change for the ADB 
seems to be a review at mid-point in a loan 
which would provide reasonable certainty 
for the borrower without totally insulating 
him from long-term interest-rate trends. Tt 
would also enable the bank roughly to 
match the interest maturities of its assets 
and liabilities. 

Most fundamental for the future expan- 
sion of the bank is whether to (and when 
to) gear itself up — at present, its borrow- 
ings may not exceed its callable capital in 
convertible currencies. The Friedman re- 
port recommends liberalisation and, gen- 
erally, developed members seem to 
favour an increase to at least 125% of call- 
able capital. However, others believe that 
such a move would take the pressure off 
developed nations for generous future 
capital increases and should not be pushed 
until the bank's lending capacity looks like 
overtaking its resources. 

As of now, that seems unlikely unless 
liberalisation of lending produces a 
dramatic effect — or India and China are 
not only admitted to the borrowing club 
and given more than token allocations, 
but prove efficient borrowers. Whatever 
the ADB's funding problems, particularly 
for the ADF, the bottom line is still that it 
is easier to raise capital than to lend it ef- 
fectively. 





The reluctant victor 


A Japanese firm wins a second diesel-engine contract in the 
Philippines, but possibly wishes it had never entered the race 


By Leo Gonzaga 

Manila: Japan's Isuzu Motor Co. is being 
Offered an extra revenue source in the 
two-part progressive diesel-engine manu- 
facturing programme (PDEMP) spon- 
sored by the. Philippine Government's 
Board of Investments (Bol). This means 
that it can make low-horsepower engines 
under part one, plus high-h.p. engines 
under part two. Yet the news has not been 
greeted with сс pleasure at the Ја- 
panese firm’s local office, where nobody is 
willing to talk about it. 

The latest development in the PDEMP 
is another chapter in a protracted and 
complex story, spiced with politics and 
marked by frequent changes both in the 
guidelines and the selection of diesel-en- 
gine manufacturers, Whatever the 
rationale, all this has led to a general dis- 
enchantment with the investment-policy 


Testing an experimental Isuzu in Japan: now for another test. of 





climate, particularly as it affects foreign- 
funded projects such as that of Isuzu. 
The Japanese company bid successfully 
for part one in 1980. The additional con- 
tract was offered to it by the Bol this 
April. This was after the government 
agency had revised the guidelines of a 


companion  truck-manufacturing рго- 
gramme, a move generally expected to re- 
duce local sales of diesel engines to be 
manufactured by Isuzu. Originally, truck- 
programme participants were to have 
been obliged to buy Isuzu engines once 
part one of the PDEMP reached commer- 
cial production. The Bol, however, re- 
cently allowed truck assemblers to use 
their own petrol engines in order to cor- 
rect a supply imbalance between petrol 
and diesel. The use of diesel engines has 
thus become voluntary instead of compul- 
sory. 

Announcing that it was asking Isuzu to 
make diesel engines in the range of 90-150 
h.p. in addition to those below 90 h.p., the 
government body said it wanted the Ja- 
panese firm to maximise plant capacity. In 


effect, this is an admission that with the re- 
vision of the truck-programme guidelines, 
low-h.p. diesel-engine manufacturing 
alone might not be viable unless Isuzu ex- 
ceeded its 70% export commitment, 
which is considered doubtful, or is com- 
pensated-by. being given part two of the 
PDEMP. 

It appears, however, that there is no 
certainty that part two of the PDEMP can 
offset any loss in domestic sales of low- 
h.p. engines, which probably explains 
Isuzu's disappointment. Nor is it by any 
means certain that the Bol will not change 
its mind again about diesel engines or 
trucks — or both. From the standpoint of 
maximum capacity utilisation, the Japan- 
ese company should accept the second as- 
signmeht. But the history of policymaking 
since 1979 would seem to argue against a 
heavier exposure in 
the Philippines. 

The PDEMP was 
launched in 1979. 
Despite the official 
preference for joint 
ventures, the invest- 
ments board ruled 
that any diesel-en- 
gine manufacturing 


operation here 
should be 100% 
foreign-owned, whe- 


ther in the low- or 
high-h.p. category. 
The ruling wasissued 
at a time when most 
the interested 
foreign companies 
were teaming up with powerful local en- 
tities and conglomerates, no doubt to add 
political clout to their respective bids. 


ке itself started with the small Fran- 
cisco Motor Corp. as its partner, then 
shifted to the big Construction and Deve- 
lopment Corp. of the Philippines. Its 
British competitors in part one, British 
Leyland and Perkins Engine, had domes- 
tic connections with the Martel group and 
the Herdis business empire, respectively. 
West Germany's Maschinenfabriken 
Augsberg Nurnberg (MAN), the only 
part-two bidder, chose another giant, 
Delta Motor Corp. 

Since it alone proposed to make diesel 
engines in the 90-150 h.p. range, MAN 
was given part two uncontested. For part 
one, official statements at first tended to 
indicate that Leyland had been chosen. 
Perkins, however, turned out to be the 
surprise winner (REVIEW, Oct. 26, 79). 
Not long afterwards, the required domes- 
tic content was changed, the Bol said, in 
order to increase the use of locally made 
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NMB Bank’s key figures as at December 31, 1982 
(in millions of Dutch guilders - 1 US$ = Dfl. 2.62): 


Balance sheet total Dfl. 59,550 
Total deposits Dfl. 57,116 
Debtors Dfl. 37,884 
Total shareholders’ equity 

and subordinated loans Dfl. 2,307 


Some highlights from our 1982 Annual Report 
(55th financial year): 


e The combined balance sheet total increased 
in 1982 by 7% to more than Dfl. 59 billion. 


e Debtors increased by 7% to more than 
Dfl. 37 billion from Dfl. 35 billion at the end of 
1981. This increase is largely attributable to the 
growth of our foreign loan portfolio. 


e As part of our branch office programme, a 
number of NMB branches were opened in 
1982. The total number of NMB branches at 
home and abroad amounted to 482 at the end 
ofthe year, with employees totalling 10,948. 


eNMB Bank has subsidiaries and branches 
in Paris, Zürich, Geneva, Curaçao, New York, 
Los Angeles, London and representative 
offices in Caracas, Mexico City, São Paulo, 
Hong Kong, Singapore and Bahrain. 


e Revenuefromstock exchange business again 
showed an even greater percentage rise than 
overall stock exchange turnover. 


e Eurodeposits accounted for 15% of the com- 
bined balance sheet total. 


FAR STEN КО МЕ VEY e MAY 19, 1983 


aa 21 2 = я 





















If you wish to receive our 1982 Annual Report please „# 
contact our nearest NMB Bank office or NMB Bank 
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engine parts and components. It was 
pointed out that the low-h.p. engine 
maker was being assured of a captive local 
market. 

Under the original guidelines, the re- 
quired ratio would be 10% in the first year 
of operation, gradually rising to a final 
60% in the fifth year. As revised, the ratio 
would start at 40% for low-h.p. engines 
and 30% for high-h.p. engines, with the 
final ratio remaining at 60% for engines in 
the lower range, but changed to 50% for 
those in the higher range. MAN went 
along with this, or at least did not object. 
Perkins did object. In 1980, Isuzu won 
part one of the PDEMP. 

It set up Pilipinas Engine Со. as a pro- 
ject-implementing ^ subsidiary, еп 
started construction of its plant in Das- 
marinas (Cavite province, less than an 
hour by road southwest of Manila). MAN, 
on the other hand, encountered cash 
problems with Delta Motor, its diesel-en- 
gine distributor, and therefore was unable 
to set up a subsidiary or start plant con- 
struction at the chosen site in Paranaque 
(Metro-Manila). It thus begged off its as- 
signment. 

Isuzu made a bid to take over part two, 
along with two other Japanese firms, Hino 
Motors and Mitsubishi Motors. The Bol, 
however, turned down their bids, saying 
that it was not good for the country to have 
an all-Japanese diesel-engine programme. 
And so it was thought that the board 
would choose one from four other bid- 
ders: Cummins Diesel and Detroit Diesel 
(both of the United States), Steyr- 
Daimler (Austria) and Perkins, which was 
prepared to try again despite past frustra- 
tion. 

It was also thought than MAN would re- 
enter the bidding since it did not actually 
give up part two of the PDEMP, but 
merely asked for an extended deadline. 
Having solved its problems with Delta 
Motor, the West German company said it 
would pursue high-h.p. diesel-engine 
manufacturing, given another chance. 
The Bol declared that MAN was still in 
the race. However, it dropped out later 
and so did the other bidders. So the gov- 
ernment agency has now found itself in the 
rather awkward position of asking Isuzu 
alone to make diesel engines — not- 
withstanding the previous bias against an 
all-Japanese programme. 

The Bol insists that the reasons for re- 
vising the truck-programme guidelines are 
purely economic. Efforts to dieselise pub- 
lic transport have resulted in a petrol glut 
and a diesel shortage. Since oil refineries 
here are structured to produce more pet- 
rol than diesel fuel and restructuring 
would be costly, the partial remedy is to 
allow truck assemblers to use petrol en- 
gines. Thus Isuzu, the beneficiary of the 
change in the rules in 1980, has been 
placed at a disadvantage by the 1983 
change. Backing out of part one is be- 
lieved to be out of the question since the 
plant is about to start commercial opera- 
tion. Accepting part two will mean addi- 
tional investment, but it could provide 
another revenue source, assuming the BoI 
does not change its mind again. 
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The road to Ok Tedi: a long haul. 


The Canberra cure 


Further aid concessions may be announced by Australian Prime 
Minister Bob Hawke when he visits Papua New Guinea in June 


By Rowan Callick 

Port Moresby: The visit of Australian 
Prime Minister Bob Hawke to Port 
Moresby on June 2 is likely to give another 
boostina year which has not been as bad as 
feared for the government of Prime Minis- 
ter Michael Somare. Hawke is expected to 
announce further aid concessions to 
Papua New Guinea, following the Kina 
7.2 million (US$8.8 million) promised be- 
fore July by Australian Foreign Minister 
Bill Hayden during a visit in April. 

Only a few weeks ago Papua New 
Guinea's prospects looked gloomy in- 
deed. Its hard-currency strategy had been 
dealt a blow by the devaluation of the 
Australian dollar, which forced the kina to 
follow it down. If the kina had held firm, 
the country would have lost more than 
Kina 20 million of Australian aid, paid in 
dollars direct into consolidated revenue. 
So the kina maintained its value against 
the Australian dollar — currently about 
Kina 1:A$1.37 — but dropped by about 
10% against other currencies except in 
Oceania, where others followed Australia 
down. The country buys oil about two 
months in advance so the major impact of 
devaluation is about to be felt, as the bills 
come in from Singapore refineries. 

Coinciding with the devaluation, the in- 
dependent Minimum Wages Board ruled 
that over the next three years indexation 
will be for inflation of up to 5%. This ap- 
peared a major blow for the government's 


proposal to remove indexation linked with 
inflation of 5% or below, and replace it 
with partial indexation if inflation went 
higher. With inflation averaging 4.6% in 
1982, this appeared to be a prescription 
for a continued reduction in real urban 
wages though the government called for 
full indexation for rural workers. 

At first the wage board's decision made 
the government furious and the unions 
smug. Then the penny dropped about de- 
valuation: imported inflation was bound 
to rise well above the present rate, directly 
from most countries, indirectly through 
Australian imports too. In fact, the gov- 
ernment is now expecting inflation to rise 
to 10-11% — and is not unhappy about it. 
If it only reaches 9% , it will have achieved 
a real (compound) wage reduction of 
around 16% in three years. And it be- 
lieves this will considerably aid efforts at 
attracting investment. 


Tus efforts will be the focus of a spe- 
cial seminar planned for June by Com- 
merce Minister Karl Stack. Much im- 
pressed by the Hawke economic summit 
in Australia, the Papua New Guinea Gov- 
ernment is‘inviting the country's top 100 
businessmen to discuss industrial-deve- 
lopment policy. One of Hawke's top ad- 
visers will be a keynote speaker. 

The devaluation of the kina also comes 
as a timely boost to the country's bedrag- 
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gled primary producers, But quite a pro- 
portion of the increased revenue will be 
lost on increased production costs from 
imported items. Another major economic 
plank that earlier appeared to snap was 
the plan to slash the bureaucracy — of up 
to 50,000 pubic servants — by 3,000 this 
year. But it took too long for the Public 
Services Commission to issue redundancy 
notices. And then the bureaucrats’ union, 
the Public Employees’ Association 
(PEA), called a national strike, raising 
two demands: a single salary structure for 
expatriates and nationals, and housing for 
all government workers. 

But Public Service Minister Tony Sia- 
guru prevailed over the ill-organised 
union, even threatening to sack any 
striker. The strike failed, but those who 
were served dismissal notices contested 
Siaguru's move in court. The effect was to 
give government cost-cutting fresh im- 
petus, though there are still problems over 
expatriate salaries. Public Service Com- 
missioner Renagi Lohia feels so strongly 
about this that he tacitly encourages rises 
for as many nationals as possible. 
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Finance Minister Phillip Bouraga, iden- 
tifying unemployment and urban drift as 
key problems, earlier this year said op- 
tions to tackle them were to permit 
traded-goods prices to outstrip wages 
growth, or to engineer a rapid rise in 
traded-goods prices by devaluation. In the 
event, both options have been exercised. 
At present, the jobs total is declining not 
only relative to population growth, but in 
absolute terms. And 85,000 young people 
will come of working age in the next 10 
years. 


P Moresby has received with relief 
the Australian Government's early re- 
sponse to its call for help. Close links had 
been forged with the previous Liberal ad- 
ministration in Canberra, and Labor — 
despite Hawke's familiarity with Papua 
New Guinea since he worked as an indus- 
trial advocate for the PEA back in 1966 — 
was something of an unknown. The cur- 
rent five-year aid agreement provided for 
a 5% decline in real aid each year through 
to 1985-86. The grant for the current Au- 
stralian fiscal year, ending June 30, was 
for A$252.8 million (US$220 million). 
The governments expected that as aid 
declined, Papua New Guinea Govern- 
ment expenditure would grow. But that 
did not — and cannot — materialise. 

Mineral revenues for the government 
have dropped, because of reduced gold 
and copper prices, and lower ore grades, 
from Kina 800 million in 1980 to Kina 160 
million expected this year. And now the 
construction of the Ok Tedi mine has fal- 
len some months behind schedule — and 
builders Bechtel (of the United States) are 
suffering criticism also for their localisa- 
tion programmes and for the high number 
of Asians they are employing. 

Instead of planning for growth, the gov- 
ernment is planning for a 5% cutback this 
year; 3% in 1984; and then 1% growth for 
1985 and 1986. Without increased Austra- 
lian aid, Bouraga had announced in his 
budget speech in November 1982, about 
45 development projects planned for this 
year would have to be axed or cut back. 
Now most of those should survive. 

Papua New Guinea had sought an extra 
Kina 8.7 million this year, and already has 
Kina 7.2 million. The government is also 
now hoping that Hawke will announce in 
June that the reduction in aid will be 
halted during the next Australian fiscal 
year. The public-relations campaign that 
Papua New Guinea embarked on to con- 
vince Australia was — if immediately suc- 
cessful — a trifle eccentric, Besides de- 
monstrating its eagerness to slash govern- 
ment spending, it also dropped heavy 
hints that political stability itself was 
threatened by the drop in services that 
would result if more aid did not arrive. 

Political stability is not at risk — the 
country has seldom been more steady. But 
it is true that crime in the cities is again a 
menace. And the infrastructure essential 
to attract investment — telecommunica- 
tions and power — is in a state of collapse. 
Nevertheless, Somare has had more 
economic successes this year than his cri- 
tics — or he — expected. 
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TRADE FAIR 


This inte: national event brings together 
buye rs and sellers trom ай over the 
world and provides excellent 

opportunit ies for business transactions." 
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Hong Kong Industries 
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RESOURCES 


To the mines with hope 


Indonesia's plan to develop coal as an alternative energy 
source moves forward as contracts are signed 


By Manggi Habir 

Jakarta: A programme to develop coal, 
which now accounts for only 1% of In- 
donesia's domestic energry consumption, 
as an alternative energy source is slowly 
moving forward. The sche те, part of a na- 
tional energy plan that se eks to use more 
coal, hydropower and geo thermal energy, 
is aimed at cutting dowr domestic con- 
sumption of crude oil which can otherwise 
be made available for export or as 
feedstock for a burgeonin g petrochemical 
industry. 

Early in May two agreer nents relating to 
the development of the US;$1 billion Bukit 
Asam coal mine were sigined with Cana- 
dian companies — the fir st for a US$68 
million coal terminal at T arahan and the 
other for a C$13.5 million: (US$10.9 mil- 
lion) supply of steel rails. The Canadian 
companies had previously refused to sign 
the contracts because of t he accompany- 
ing counter-purchase conditions (Бу 
which they are required t o promote In- 
donesian export products i n exchange for 
the awards). 

A week earlier, the sta te coal-mining 
company. PN Tambang Ba tubara, signed 
a production-sharing conttract with PT 
Berau Coal, a joint veniture between 
Mobil Oil Corp. of the Uni ted States and 
Nissho Iwai of Japan. The: contract, the 
state agency's seventh since 1981, covers а 
487.217 ha. mining conces:sion at Berau, 
East Kalimantan. 

The national energy plan is aimed at re- 
ducing the present 80% sh:ire of oil as an 
energy source to 60% by 1990 aind expand- 
ing the contribution of gas to :20% (from 








the present 16%), coal to 11% (from 1%), 
hydropower to 7% (from 3%) and 
geothermal to 2% (nil at present). Coal, 
hydropower and geothermal energy will 
be used mainly for generating electricity 
while coal will be used as fuel for industry, 
largely in cement factories. 

But despite large coal deposits esti- 
mated at about 10-15 billion tonnes with 
proven recoverable reserves of 300 million 
tonnes, production levels amounted to a 
mere 500,000 tonnes in 1982. And even 
with the expansion of major existing 
mines which are confined to the state- 
owned and -operated Ombilin and Bukit 
Asam mines in Sumatra and new coal 
explorations by foreign investors іп 
Kalimantan, shortages are expected to 
occur sometime in 1984-85. This is due to 
the projected completion of several ce- 
ment and power plants fuelled by coal 
which will boost coal demand during that 
period. 


Ost major known coal reserves are 

located in Sumatra and Kalimantan. 
At present, the state-owned Ombilin and 
Bukit Asam mines have estimated re- 
coverable reserves of 65 million tonnes 
and 160 million tonnes. respectively. 
Work is under way at Ombilin to increase 
production levels from 300,000 tonnes to 
750.000 tonnes by 1985. A new mine capa- 


ble of producing 600,000 tonnes a year is | 


also being looked at. 

The other major Bukit Asam mine is 
also undergoing a US$1 billion expansion 
which will raise production from the pre- 





sent 200,000 tonnes to 3 million tonnes by 
1986. This expansion programme is fi- 
nanced by international lending agencies 
such as the World Bank (REVIEW, Nov. 
19, '82). Coal from Bukit Asam will be 
transported by rail to Panjang port and 
shipped across the Sunda Straits to fuel a 
800 mw. power plant in Suralaya, West 
Java, which will reach its full capacity in 
1985-86. This will bring total coal produc- 
tion nationwide from 500,000 tonnes in 
1982 to 1 million tonnes by 1984 and to 4.4 
million tonnes by 1986. The coal mines in 
Kalimantan are projected to start produc- 
ing in 1987. 

To speed up coal development in 
Kalimantan, the government has invited 
the participation of foreign investors — 
not done in the case of Sumatra mines — 
to carry out survey work, exploration and 
eventual development in joint coopera- 
tion with Tambang Batubara. The terms 
of the coal production-sharing contract 
cover a standard eight years for surveys, 
exploration, a feasibility study and con- 
struction while the right to exploit their 
concessions will extend up to 30 years. 
The foreign contractor is expected to bear 
all the risk and when the mine is operating 
must hand over 13.5% of its annual pro- 
duction to Tambang Batubara. The con- 
tractor is subject to a 35% corporate tax 
for the first 10 years of operation which 
after that will jump to 45%. 

And though the contractor is allowed to 
export coal from Indonesia, if domestic 
coal requirements increase significantly 
the contractor must sell all or part of its 
coal to Tambang Batubara at a price equal 
to the prevailing average coal price in the 
Southwest Pacific. It appears that the drop 
in international oil prices has so far not af- 
fected the attractiveness of coal develop- 
ment. State mining officials have indi- 
cated that the international price of a 
tonne of coal — about US$45 — is still 
well below the price of its heat equivalent 
of four barrels of oil, which cost a total 
of US$116. 

Despite this activity, it will 
take some time before produc- 
tion picks up. The coal shortages 
expected in 1984-85, with the 
Kalimantan mines and Bukit 
Asam not yet in full production, 
are almost unavoidable because 
of the surge in demand as addi- 
tional units of Semen Padang 
and the second unit of the Sura- 
laya plant come on stream. This 
will bring demand up from about 
315,000 tonnes in 1982 to 1.1 mil- 
lion tonnes in 1984 and further 
to 2.8 million tonnes in 1985, 
which are above production 
levels of 89,000 tonnes fore- 
cast for 1984 and 518,000 tonnes 
for 1985. 

By 1986-87 this shortage is 
projected to disappear gradually 
with the coal mines in Kaliman- 
tan starting to produce. But as 
most of these mines are still in 
the exploration stage it remains 
to be seen when and to what ex- 
tent they will be productive. 
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Canon introduces 
the world’s first 
Personal Cartridge 
Copiers. 


The new РС-10 and PC-20 are an entirely new 
concept in plain paper copying. Canon has put 
all the key components of its copying system into 
a simple, no-fuss, user-replaceable cartridge. The 
result: copiers that are truly compact, affordable, 
easy to use and virtually service-free. 

The PC-10 is the world’s smallest and lightest 
plain paper copier. The slightly larger PC-20 
{ makes copying even easier with an automatic 

BEC to aet paper feeding cassette. Each cartridge is good 
an ess ppier again for about 2,000 copies. After that, you simply 
pull out the old cartridge and snap in a new one. 

When you want to be creative, just change cartridges to make black, 
brown, and blue copies. And best of all, no other plain paper copier beats 
our price. The PC-10 and PC-20 are ideal for home-based businesses, 
executive and academic offices, and even the family. You too can now have 
your very own copier. 






Personal Copiers 
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National Westminster. The Action Bank. 


In the biggest international banking 
centre it towers above the rest. 


ational Westminster’s network of 

3,200 branches is larger than that 
of any other bank in Britain. 

So perhaps it’s not surprising that 
we also rank among the biggest banks 
in the world. 

There’s only one way a bank can 
grow like that. By providing customers 
with an unparalleled wealth of know-how 


and initiative.On demand.We believe 
no other bank can take wiser or more 
decisive action on your behalf. And we 
believe no other bank can make a better 
claim to be “The Action Bank”: 

If you'd like to test that claim simply 
contact the manager of our nearest office. 

We're big enough to take it and act 
on it. 





AUSTRALIA TELEX 24491 BAHAMAS TELEX NS 20177 BAHRAIN TELEX 8294 BELGIUM TELEX21208 BRAZIL TELEX 391-2130051 


MEXICO TELEX 017 71 786 SINGAPORE TELEX 28491 


SPAIN TELEX 46934 SWEDEN & NORWAY TELEX 15050 


| 
E 
| | 


"a 
FEE 


PRLE P^/Z 


T2277 TIT 





& National Westminster 
The Action Bank 

hy: = 
CANADA TELEX 06-22572 FRANCE TELEX 210393 GREECE TELEX 212766 HONG KONG TELEX HX 61672 JAPAN TELEX 28292 
SWITZERLAND TELEX 812186 U.K. TELEX 885361 U.S.A. TELEX 233563 USSR TELEX 413258 W. GERMANY TELEX 416500 






OMAD Missionmaster 

has taken a legend and put 
wings to it.The result is a military 
STOL aircraft of extraordinary 
versatility. 

The Missionmaster can be 
used to transport up to twelve 
fully-kitted men and is eminently 
suitable for para-dropping. 

Or it can be quickly 
converted to a stores transport. 

While its unsurpassed visibility 
makes it a natural for battlefield 
surveillance or patrol missions. 

And Missionmaster’s STOL 


capabilities are perfectly suited For further information on 
to short or unprepared airfields. Nomad Missionmaster, write to: 

And as the jeep would accept Nomad Marketing Group, 
alternative powerplants, similarly, 226 Lorimer Street, 
Missionmaster’s G.M. Allison Port Melbourne. Vic. 3207. 
engines are compatible with those AUSTRALIA. Telex: DEPRODY 
of Bell and Hughes or M.B.B. AA 30252. 
helicopters. 

Missionmaster comes with full 
technical and spare-parts back- m... 
up through the wide resources of <= 
the Australian Government and „ж“ 
its aircraft factories. e^ 

Missionmaster. We took 
a legend and put wings to it. 








Branch banking 
around 


the world... 


Major corporations around the world 
expect a superior quality of banking service 
wherever they operate. 

At Lloyds Bank we provide that service, 
integrated to the same high standards through- 
out our network of branches worldwide. 

Responsibility rests with our managers on 
the spot, an international team of professionals. 
Inheritors of an overseas banking tradition going 
back over a hundred years, they draw on a 
fund of knowledge when delivering that service 
to you. 

Current and deposit accounts, payments 
and collections, letters of credit, guarantees and 
loans in domestic and international currencies — 
supported by our expertise in the foreign 
exchange markets — аге handled with that 








„Our integration 
ensures the same 
high standards 
of service 


consistent efficiency which comes with experience. 

When you bank with us locally you tap our 
understanding of business conditions and enjoy 
sound advice on financial practice from our 
people there. 

And since our commercial and merchant 
banking is integrated, you also gain access to our 
proven competence in the international capital 
markets. 

Wherever you deal with us, you secure the 
fast and sure response that gives you 
the edge. 


Lloyds Bank 
International 
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Nakasone on tour; Philippine power plant: it's the thought that counts. 


Old lamps for new 


Nakasone bri 
old industrial 


By Susumu Awanohara 

Kuala Lumpur: Searching for an inexpen- 
sive but worthy gift for Prime Minister 
Yasuhiro Nakasone to bring along on his 
Asean tour, Tokyo officials came up with 
the idea of renovating industrial plants 
they had helped build in the region. In 
particular, officials of the Ministry of In- 
ternational Trade and Industry (Miti), 
who formulated the proposal at the last 
minute, are congratulating themselves. 
Asean leaders have more or less wel- 
comed the proposal. 

But the Japanese realise that they must 
be very careful in pursuing this new aid 
proposal; naming any specific plant which 
would benefit from the scheme is consi- 
dered taboo. Asean governments, on the 
other hand, want to make sure that the 
new scheme will supplement, not replace, 
traditional aid for industrial-plant con- 
struction. 

As Japanese officials see it, there are 
many industrial plants in the region where 
much-needed overhauling has been neg- 
lected or which suffer from lack of opera- 
tional and maintenance expertise. This 
will result in low utilisation, high costs and 
early obsolescence. There are also plants 
which would benefit from new energy-sav- 
ing technology. 

If the Japanese could examine these 
projects and then provide the appropriate 
expertise or training as well as rehabilitate 
or upgrade the plant hardware, good re- 
sults are likely in a short period, with rela- 
tively little financial outlay, the Japanese 
say. A very rough calculation is that the 
cost of renovating a plant, built 10 years 
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s Asean governments an offer to renovate 
nts, hopefully saving money for both sides 


ago and operating at, say, 50% of capa- 
city, is only a quarter or a third of the cost 
of replacing the old plant with a new one. 

Renovation should be an irresistible 
proposition given that the Tokyo govern- 
ment suffers from а ¥100 trillion (US$421 
billion) domestic debt and Asean govern- 
ments for their part are fighting to keep 
their debt-service ratios down to manage- 
able levels. The Japanese also emphasise 
that the plant-renovation scheme would 
advance technology transfer and the deve- 
lopment of human resources in the pro- 
ductive areas while adding export com- 
petitiveness to the relevant plants by cut- 
ting costs and improving the quality of 
their products. 


he Japanese already have some ex- 

perience in plant renovation. In 1970, 
Tokyo renovated a paper plant in In- 
donesia, built only five years earlier and 
operating at 30% of the original capacity. 
Japanese engineers were sent to the plant 
and technical supervision was provided. 
Soft yen credit was made available for re- 
pairs. As a result the plant was able to re- 
sume operation at 90% of the original ca- 
pacity. A few similar examples are cited 
for plants outside Asean, notably a fer- 
tiliser complex in Bangladesh in which the 
Japanese installed a new production pro- 
cess to increase capacity. 

Further, the Japanese have recently 
completed a study of a thermal electric- 
power plant in Manila whose capacity 
dropped from the original 2.2 million kws 
to 1 million kws, which was one reason for 


the frequent power failures in the Philip- 
pine capital. The estimate is that an invest- 
ment of ¥15 billion would restore the 
plant's capacity. The idea is to in- 
stitutionalise such plant renovations. But 
deciding which plants should be renovated 
could become a sensitive issue. At eis 
de Japanese were apparently thinking o 

mply visiting various. үзүн which they 
had built throni their aid programmes, 
listing candidates for rehabilitation in 
order of priority. 

It was soon realised, however, that such 
an initiative might not be welcomed by 
those organisations in Asean countries 
which are responsible for running the 
plants — mostly state enterprises. They 
will not want to expose their inefficien- 
cies. Thus the Japanese are now stressing 
that the initiative must come from the 
Asean side and have also dropped the ex- 
pression “rehabilitation” (which they 
think implies bad management) and re- 
placed it with “renovation.” 

Miti has already compiled a tentative 
list of plants which could benefit from the 
scheme, using its representatives in Japan- 
ese embassies in the region. But it refuses 
to release the list. Top Miti officials ac- 
companying Nakasone would only say 
that the new aid scheme would prove most 
effective in basic industries such as cement 
and fertiliser, Miti has also looked at some 
paper and sugar mills as well as thermal 
power plants and communications 
facilities. 

It is important to get the new aid pro- 
gramme going and best to restrict it to the 
most obvious plants, that is, those yen- 
credit financed plants which are still in the 
hands of Asean’s public enterprises and 
which the Asean governments themselves 
want renovated, Miti officials say. They 
admit, however, that they would like to 
expand the programme eventually, if it 
proves successful, to cover Asean's pri- 
vate-sector plants (both plants which were 
handed over from the government to the 
private sector and those which started out 
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as private-sector projects) and even plants | 


which were built through economic aid 
from third countries. 

Singapore Prime Minister Lee Kuan 
Yew expressed gratitude that his country, 
which has not received any yen-credit aid 
for many years, was included in the plant- 
renovation programme. It is understood 
that the Japanese would consider plants 
which did not receive Japanese aid. 

Aside from sending appropriate experts 
from Japan to the relevant plants, the Ja- 
panese are thinking of beefing up training 
of local engineers and workers, if neces- 
sary in Japan. Financial assistance for ob- 
taining hardware is also contemplated. 
One catch is that the Japanese would con- 
sider such financing as part of their annual 
project-tied concessional credit to Asean 
governments. 


sean, of course, wants the renovation 

scheme in addition to the annual yen 
credit. In recent years, yen-credit aid to 
Asean countries has grown about 10% a 
year, with a bonus of an extra 2-3% 
whenever a Japanese prime minister 
toured the region. This time, even with 
Nakasone's visit, Miti and the Foreign 
Ministry could extract an increase of only 
6-7% from the austere Finance Ministry. 

At a time when the Japanese Govern- 
ment is trying to reduce its deficit and run 
a stringent budget, Finance Ministry offi- 
cials are saying that even a 6-7% increase 
will be impossible to maintain in coming 
years. The long-term target of doubling 
the concessional Official Development 
Assistance (ODA) outlays in 1981-85 
from the 1976-80 level, is now virtually im- 
possible to accomplish, Finance Ministry 
officials say. ODA includes grant aid but 
is roughly equal in size to yen credit. 

The Asean governments have come to 
consider a substantial increase in the an- 
nual yen-credit aid as a right and fear that 
the Japanese have dreamed up the plant- 
renovation programme as a cheap alterna- 
tive. Thus they are likely to press Tokyo to 
keep raising its credit programme, which 
increasingly is acknowledged to have con- 
tributed to the welfare of the general 
populace, while accepting the plant-reno- 
vation proposal as a supplementary pro- 
gramme. 

Some Japanese officials fear that their 
plant-renovation programme may not be- 
come as popular as it should be because it 
would not offer much opportunity for offi- 
cials and others in some Asean countries 
to make private gains. Another opposite 
worry is that though the novel idea of pro- 
viding systematic after-care for plants can, 
in principle, only be welcomed by aid-reci- 
pient countries, if it proved too successful 
and were extended to a wide range of 
plants — or if Japanese plant exporters 
should adopt a similar policy for all their 
overseas projects in the region — Japan- 
ese plant exports may become even more 
competitive than at present. 

While this is in itself a favourable deve- 
lopment for the Japanese economy, à 
backlash of resentment is feafed, not only 
from Asean countries but also from 
Japan's industrialised competitors. 
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FAMINE RELIEF 


A spare ricebowl 


Some progress is made towards a scheme for setting up 
a common food reserve for South Asian states 


By Paisal Sricharatchanya 

Bangkok: Under the guidance of the 
United Nations Food and Agriculture Or- 
ganisation (FAO), five countries in South 
Asia with varying degrees of self-suffi- 
ciency in food will soon embark on the dif- 
ficult task of working out a mutually com- 


plementary food-security arrangement. | 


The ultimate aim of the South Asian Food 
Security Reserve (SAFSR) scheme is to 
establish a reserve stock of foodgrains 
(rice and wheat) from which member 
countries could draw in times of 
emergency. 

The South Asian sub-regional scheme is 
a watered-down version of an earlier 


proposal by the Economic and Social | 
Pacific | 


Commission for Asia and the 
(Escap) of the UN, which grandiosely 
called for regionwide cooperation in food 
security, marketing, management and 


joint investment plus the establishment of | 
an Asia-Pacific food bank (REVIEW, Mar. | 


19, '82). 

Given the complexity of food supply 
and distribution in general, combined 
with the vastly divergent interests of coun- 
tries in the region, the original grand 
scheme was received with scepticism dur- 
ing the 38th annual Escap session in 1982. 
The commission then decided to embark 
on more feasibility studies to ascertain the 
viability of possible sub-regional and re- 
gional food-security arrangements, along 
with'a regional food-trade information 
and management network and a food- 
related investment centre. 








Although Escap's recently concluded 
39th session (REVIEW, May 12) endorsed 
the South Asian scheme, the ultimate suc- 
cess of the arrangement is not guaranteed. 
In follow-up studies since last year, Escap 
has proposed a 200,000-tonne foodgrain 
reserve for Bangladesh, India, Nepal, 
Pakistan and Sri Lanka, each contributing 
11%, 77%, 1.5%, 9% and 1.5% respec- 
tively as a proportion of their individual 
national reserves. 

This proposed security reserve is to be 
held nationally on top of each country’s 
existing stocks and could be drawn on by 
any member facing a shortage arising from 
drought or other calamity, before foreign- 
aid shipments arrive. The mechanism 
would function similarly to the Asean 
Food Security Reserve — the only con- 
crete (sub-regional) arrangement in the 
Asia-Pacific region — which was created 
in July 1980 and consists of 50,000 tonnes 
of rice. 

While the five South Asian nations sup- 
port the new scheme, more technical 
studies are needed to determine its exact 
size and composition, shares of participat- 
ing member countries, procedures for re- 
leases from the reserve, replenishment of 
stocks and other management aspects. 
Part of the resolution on the issue during 
the recent Escap meeting here said: 
“Since it was felt that the concerned coun- 
tries themselves should be most con- 
cerned with these tasks, the commission 


| considered it appropriate for them to start 
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a dialogue so that progressively the idea | г 
pe * 


could be given a concrete shape." 

Dialogues and further technical studies 
towards setting up the SAFSR are to be 
coordinated by FAO under its recently es- 
tablished Regional Commission on Food 
Security. Agreement during the April 
Escap session, that FAO should take over 
the leading role in matters relating to reg- 
ional or sub-regional food-security ar- 
rangements, indicates that an earlier dis- 
cord between the two UN agencies has 
now been resolved. 

hen the Escap Secretariat presented 
і its original study on food supply and 
distribution to the 1982 session, it came 
under strong attack by FAO. Former FAO 
regional representative for Asia and the 
Pacific, D. L. Umali, then accused Escap 
of interfering with activities which were al- 
ready served by his agency. Escap execu- 
tive secretary S. A. M. S. Kibria has since 
made a series of efforts to clear up the con- 
flict and finally decided to relinquish 
Escap’s leading role (in food-security mat- 
ters) to FAO for the sake of inter-agency 
cooperation. Umali retired last year and 
informed sources said Kibria has struck a 
favourable working relationship with the 
current FAO regional representative, S. 
S. Puri. ч 

The annual report, which was adopted 
by the session late in April, noted the vari- 
ous steps taken by Escap and FAO to 
facilitate harmonisation of their work 
programmes. Under the understanding, 
FAO is recognised as the specialised 
agency for food and agriculture in the UN 
system while Escap will concentrate on 
economic and social aspects of selected is- 
sues in the same field within its broader 
mandate. It was agreed that Escap studies 
on the subject would be made available to 
FAO and that Escap would be associated 
with meetings of the new FAO body. 

Whether the FAO Regional Commis- 
sion will succeed in helping to get the 
SAFSR off the ground remains to be seen. 
Clearly designed to legitimise its intention 
to play the leading role, FAO decided to 
set up the regional food-security commis- 
sion during a meeting in Jakarta in June 
1982 — three months after the subject was 
debated at last year’s Escap session. The 
decision was approved by the FAO Coun- 
cil at the end of 1982 and the commission is 
now expected to convene its first session in 
August. 

Puri told the April session that nine 
countries — Bangladesh, France, India, 
Japan, South Korea, Pakistan, the Philip- 
pines, Sri Lanka and the United States — 
have already indicated their willingness to 
join the commission as founding mem- 
bers. Other sources said that in order to 
carry real weight, the commission must 
have a wider representation of both food- 
importing and -exporting countries in the 
region. FAO is expected to lobby for sup- 
port from more countries before the first 
session meets. 

Nor is there any guarantee that the 
South Asian sub-regional arrangement, if 
implemented, would serve as a stepping 
stone towards broader regionwide coope- 
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over the past two 
years conceded that the possibility of a re- 
gionwide food-security scheme is “distant 
and dim.” 

For instance, Asean — the only cohe- 
sively organised sub-regional body — 
seems keener to cooperate with the de- 
veloped Pacific Rim countries from which 
it could derive other economic returns in 
terms of trade and investment. Asean 
would be reluctant to join any food ar- 
rangement with the poorer developing 
countries in the Subcontinent from which 
it could extract few other economic bene- 
fits. 

Divergent interests aside, certain 
member countries of Escap also ques- 
tioned the basic validity of a regional food- 





FINANCE 


security aient ta the words of the 
US delegation: “As important as direct 
food assistance is, we believe that the 
long-term solution to hunger and chronic 
food shortages lies within the affected 
countries themselves. Effective national 
policies to increase the productivity of the 
small farmer are essential for promoting 
food security in most.Asian countries. 

“The importance of adequate food re- 
serves within countries also cannot be 
underestimated in ensuring supplies dur- 
ing times of unexpected shortages. For 
most countries, these national efforts will 
be the deciding factor determining whe- 
ther they enjoy true food security in the 
years ahead.” 

The US held the view that for the 
foreseeable future, the international pri- 


Time to take a risk 


Japan’s venture-capital has grown strongly, but the 
government wants more involvement in pioneer technology 


By Hikaru Kerns 

Tokyo: Japan’s venture-capital firms, first 
set up 10 years ago following the success of 
such institutions in the United States, 
have grown in size and number but not 
necessarily in the direction the govern- 
ment wishes. Now the authorities want 
them to be a major source of investment in 
high-risk companies engaged in the deve- 
lopment of advanced technology. 

The distinguishing feature of venture- 
capital firms is their readiness to accept 
equity stakes or convertible bonds from 
private companies in return for providing 
capital. Often the capital is sought by com- 
panies when they are starting up. In the 
US, venture-capital firms are themselves 
usually high-risk, independent businesses 
begun by entrepreneurs. Typically, they 
forge close links with the companies in 
which they hold a stake — often placing a 
director on the board or offering consult- 


Silicon Valley plant: financing for entrepreneurs. 


ing services in management and market- 
ing. 

By contrast, Japanese venture-capital 
firms are the creatures of large banks, 
securities companies or trading houses. 
Many of them are staffed by personnel 
from the parent company. They retain 
strong relationships with the parent, ex- 
changing information freely and some- 
times mutually referring prospective 
clients. The support and monitoring of 
well-established parents mean that ven- 
ture-capital firms have extra strength and 
experience behind them, but it also means 
that they may share with the parent a simi- 
lar attitude towards providing funds. 

The six original venture-capital firms 
are owned by huge companies such as Mit- 
subishi Bank, Nomura Securities and Dai- 
ichi Kangyo Bank, with lesser shares held 
by an assortment of trading companies, 
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vegetali oil and pulses for member coun- 
tries. Apart from food-security arrange- 
st pi | ments, a food-trade information network 
the recommendations made буа meet- | was the second major proposal contained 
ing of experts in Ja ‘that, while there | in Escap’s original Asia-Pacific food-bank 
are numerous int n gaps which | scheme. : 
have hampered thi of food-trade in- On the third proposal of raising capital 
formation and 1 resources into ag- | flows into food and agriculture; the ses- 
riculture.. an lated activities in | sion decided that Escap should collabo- T 
member countri scap should neither | rate with the existing FAO Investment | given that various | con 
embark major new studies nor set | Centre and the Asian Development Bank, | to regional food security have been 
up new institutions. The underlying senti- | among other multilateral agencies and | cussed during the past decade, mo 
ment is to maximise cost effectiveness by | lending institutions. Separately, it was ag- | which failed to materialise, only ti 
streamlining existing: institutions through | reed that the Escap Secretariat should | tell whether the new scheme will ever. 
poet coordination. carry out a regional study on food entitle- | off the ground. 































































| life-ass rance companies and industrial 
) ear, eight new ven- 


Пу for purposes consistent 
| the industrial policy of Japan. The 
“Ministry of International Trade and In- - 
dustry (Miti) projects an economy moving 
from dependence on heavy and chemical 
industries to one based on high technology 
such as information processing, micro- 
electronics and biotechnology. Japan 
caught up with Western countries in the 
1960s and 1970s mainly by leasing, 
improving or adapting foreign technol- 
ogy. Miti believes Japan must now pursue 
its own creative research and develop- 
ment at the frontiers of technology. How- 
ever, there is currently a shortage of new 
companies willing to take that risk. 






L0 venture-capital firms are suppos- 
„feed to play the same crucial role in spot- 
ting and funding promising entrepreneurs 
1 as US firms have done, for example in the 
development of California's Silicon Val- 
ley. By and large, however, with one nota- 
ble exception, local venture-capital firms 
have invested in relatively. established 
.., fields, with по special emphasis on high 
` technology. Favourite targets include re- 
с tailers, wholesalers, trading companies 
and makers of conventional consumer and 
industrial goods. 
One reason for this is that most firms are 
staffed not by technology experts, but by 
` traditional financial analysts, and most do 
not offer management or marketing con- 
sultancy services aggressively, even if they 
own shares in high-technology companies. 
Miti has little power to direct venture-cap- 
ital firms into high technology because 
these firms do not need permits or favours 
from Miti. 
i ** Another major contrast with US firms is 
-that Japanese venture-capitalfirmsspread | 
their portfolio on average about 70% in 
oans and 30% in equity stakes. The pre- 
mium on high-risk loans over the long- | | 
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Tokyo: Japan’s most successful venture- 
capital firm, Japan Associated Finance 
Co. (Jafco), a member of the Nomura 
Securities group, has just opened a 
wholly owned subsidiary in Hongkong 
after posting a record pre-tax profit of 
¥368 million (US$1.57 million) in 1982, 
78.6% higher than in 1981. In terms of 
profits, Jafco is now roughly in the top 
third of the Toyo Keizai list of 10,000 Ja- 


panese companies. 
Jafco established the subsidiary in 
. Hongkong to service its olio of 
. about 100 partnerships and contacts 
in Japan, some of which are planning ex- 
pansion or joint ventures in Southeast 
Asia. Jafco defines as a contact a com- 
pany with which it has established 
negotiations with a view to possible 
closer links. Initially, the Hongkong 
company is capitalised at US$1 million 
and will act as an information centre, not 
as an investment house in its own right. 
Teiji Imahara, president of Jafco, says it 
is conceivable that in three years Jafco 
may begin investing in Southeast Asian 
companies after having acquired experi- 

. ence in the region. 

For the time being, Imahara expects 
to attract Southeast Asian investors into 
financing or investing in Japanese com- 
panies. Already Jafco is in partnership 
with 17 Hongkong-based entities out of a 
total of 37 foreign limited partners in its 

portfolio. The Hongkong office will 
therefore provide information to pros- 
pective partners as well as collect infor- 
















term prime rate is about 8-10 percentage 


. points, or at least 6%. Indeed, the heal- 


thiest venture-capital firm is Japan As- 
sociated Finance Co. (Jafco), an affiliate 
of the Nomura group; Jafco has roughly 
85% of its assets in loans. 

Japanese venture-capital firms also 
minimise risk through their preference for 
investing in (or as is more usual, making 
loans to) relatively mature companies 
which are preparing to go public. In the 
US, venture-capital firms take bigger 
chances, hoping to recover losses from 
several abortive investments by one 
windfall success where they have bought 
in early. The conservatism of their Japan- 
ese counterparts is readily admitted by 
their managers. Their caution is likely to 
be encouraged by the parent companies. 

If venture-capital firms are cautious 
about offering funds for equity stakes, Ja- 
panese entrepreneurs are doubly reluc- 
tant to forfeit a part of the ownership of 
their companies to outsiders. This has 
partly to do with traditional attitudes, 
where companies are run in a personal and 
sometimes family-like atmosphere. Ven- 
ture-capital experts say many Japanese 
owners of businesses will forgo expansion, 
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Sticking its neck out 
An entrepreneurial Japanese venture-capital firm 
expects to boost its operations in Southeast Asia 


mation on Southeast Asia for Japanese 
companies. 

Jafco sees itself as a kind of merchant 
bank. Out of its total ¥80 billion in 
funds, only ¥12.5 billion is invested in 
partnerships. Jafco is also in leasing, fac- 
toring and consulting, in addition to 
making loans. Profits from its partner- 
ships, Imahara said, are still “minus- 
cule.” It has only been some two years 
since it began aggressively seeking 
partnerships. Out of the roughly 100 
companies in which Jafco has invested, 
16 have gone public. Shares in these 
companies have already been sold, Im- 
ahara said, because of a strong market in 
small issues. 

There are important differences dis- 
tinguishing Jafco from most other Ja- 
panese venture-capital companies. Jafco 
no longer depends on its parent com- 
pany for information and direction. It 
has its own staff of about 30 to undertake 
research and evaluate investments. It 
also has its own definition of a venture 
business — that it be medium or small; 


be young and independent; have unique 





















or making a huge capital gain, if this 
necessitates even a partial dilution of 
their control over assets and operations. 

There is also the matter of taxes. The 
use of internal auditors gives many non- 
listed companies considerable room for 
manoeuvre. Outsiders holding shares, 
with right of access to the accounts, can be 
a great nuisance. Capital gains are more- 
over tax-exempt, so optimistic entrep- 
reneurs have an additional incentive to 
seek loans rather than release shares at an 
early stage. 

Such attitudes towards outside inves- 
tors harden when the prospective 
shareholders are foreign. Normally, only 
if the owner has set his eyes on a public 
listing, and is close to taking that step, will 





rial spirit. As a result, almost all its in- 
vestments are in high technology or in 
new services, Imahara says. Of its 
portfolio, 22.5% is in computers, elec- 
tronics or medical equipment. 

One of Jafco's better investments has 
been a one-third stake in Sodic Co., a 
machine-tool maker which produces 
computer-guided  steel-beam cutters. 
Established five years ago, Sodic regis- 
tered profits of ¥620 million in the year 
ended March 1983, up from ¥47 million 
in 1979. Jafco bought into the company 
in 1981, initially with a Y 100 million con- 
vertible bond and later ¥2 billion in 
equity. Sodic was discovered by Jafco's 
researchers and the initial contact was 
made by Jafco. Sodic already had loans 
outstanding from banks but was ready to 
accept alternative funding. The com- 
pany is now preparing for listing on the 
stock exchange and has forecast a recur- 
ring profit of ¥1 billion for the coming 
year. This would make a Y 400 per share 
profit for Jafco. Jafco expects to sell its 
shares at a price-earnings (p/e) ratio of 
30-40. The listing of Sodic is currently 
planned for 1985. 

Jafco bought into Sodic at a p/e of 12, 
though the average p/e for its portfolio 
had been 7.5 at the time of investment. 
And 9% of its investments were bought 
at the bargain-basement level — p/e 
ratios of less than 2. None of the com- 
panies in which Jafco has invested has 
gone bankrupt. Typically, Jafco invests 
in the later growth phase of new com- 
panies rather than the early phase. Its 
caution has perhaps lost it some oppor- 
tunities but overall Jafco has enjoyed 
extraordinary growth in a new business 
field. — HIKARU KERNS 

































his reluctance to sell equity to foreigners 
start to fade. Overseas venture-capital 
firms opening branches here may, there- 
fore, be obliged to concentrate on com- 
panies about to go public. 

Another factor inhibiting the supply of 
new companies seeking venture capital is 
the tradition. of loyalty to the employer. 
This discourages people from leaving their 
companies to begin their own business. 
Spin-offs from large companies account 
for a significant number of US start-up 
businesses, especially in high technology. 
In Japan, the vast majority of new pro- 
ducts are developed by salaried workers. 

This does not mean there is little room 
for venture-capital firms. Miti expects 
them to grow substantially during this de- - 
cade — perhaps investing more in high 
technology. There are many more large 
banks, securities companies and trading 
houses which have not yet entered this 
field, and some expect it to become a 
major area of competition between them. 

Venture capital is a market which banks 
and securities companies, acting in their 
specialist roles, cannot reach. Except 
through such media as venture-capital 
firms, where the risk is externally ac- 
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mankind. Every day events are 
only shape Asia's future but af- 


aisel wether i any other single 
nomic, social and political realities 


The Asia 1983 Yearbook, celebrating its 24th anniver- 
‘вагу, is bigger and more comprehensive than ever be- 
. fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that no person who has any deali ings | with 
Asia can afford to ignore. 


Features 
` The Asia 1983 Yearbook includes two new chapters in 
the Special Section, namely ASEAN and Fishing. You 
will find familiar chapters and features as well: a Re- 
gional Round-up, The Power Game; Population & Food, 
< World Bank and Asian Development Bank, Asian Fi- 
. nance, Asian Investment, Energy, Commodities, Avia- 


tion, Shipping, Trade & Aid, West Asia, Islam, South 


Pacific and Asian Organisations. 

The main body of the book contains chapters on 32 
_ countries. Each is divided into 3 sections: political and 

social, foreign relations, economy and infrastructure 
ranging from Afghanistan through China, to Korea and 
. Japan, down through the Philippines to Australia and 

New Zealand, and then back to Pakistan via India, In- 

donesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 

charts, tables and graphics to illustrate the material, in- 

cluding a full military profile of every country. 







Country-by-Country Analysis 
Each country is discussed with up-to-date reviews on its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from Market Poten- 
tial and Population Trends to Foreign Aid Involvem 
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parts suppliers anda wholesale dis- 
tributor. 
Legally binding guidelines paded by the 
Fair Trade Commission restrict venture- 
capital business activity. One important 
rule is that vénture-capital бгтѕ may not 
place their employees on the staff of the 
company in which they are investing. One 
result is that, unlike the.US situation, they 
may not place a director on the board. 
They are also prohibited from acquiring 
more than 49% of the ownership of a com- 
pany. 

Otherwise, venture-capital firms are re- 
latively unregulated. The signs are that 
Miti may have to wait several vears, if not 
longer, for these firms to play an impor- 
tant role in the development of techno- 







states their latent profitability because the 
figures do not include tlie difference be- 
.tween the market value and the book 
value of shares destined for public offer- 
ing. 

Diamond Capital Co., for instance, has 
registered eight consecutive years of 
losses; though the company's inventory of 
shares is still held at acquired value. The 
president of this company estimates that 
its current market value is perhaps 50% 
higher than book value. Shares are not 
usually sold until the. company goes public 
and then the shares normally jump two to 
three times in value. Diamond Capital has 
invested in a total of some 80 companies, 
of which seven have gone public and seven 
have issued shares on. the- over-the- 
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the end of 1981, the six original 
apital firms had investments out- 
otalling ¥8.8 billion (US$37.1 

in 242 businesses. The average in- 
ent in а company was ¥36 million, 

g that the firms have diversified 
ortfolios. Of the total invested, 
than 75% occurred in the past three 




















ngkok: The Thai economy has started 
low recovery from the recession-in- 
slowdown in 1982 when the gross 

product. -only 4.2% — its 
"fecent history. But 
s still expected to continue at 
ace and may fall short of gener- 
high expectations. The agricultural 
r, still the backbone of the Thai econ- 


dto suffer greatly from the unusually 
season that has led to a drought. 
сї extent of damage to crops is not 
known but already officials of the 
k of Thailand (the-central bank) and 
ate economists have lowered GDP- 
wih projections for 1983 from an ear- 
6% to not more than 5.5%. 
e poor economic growth in 1982 was 
traced to agriculture's record, which 
Ow variously estimated at anywhere 
m a negligible rise of 0.8% to a decline 
).7%. Because of the climatic aberra- 
|, the original forecast of 4% for the 
's growth this year has been reduced 
round 3%. The non-agricultural sec- 
г, which is also expected to be affected 
J the spillover effects of the drought, is 
predicted to show a 1983 expansion of 
‘ound 6.5-7%, against 5.4% in 1982. 
Other indicators confirm that the econ- 
my is indeed slowl Seat 
Imports of capi 
icked up substanti 
983, from a 19 












е in 10 years — 
as a result of the depressed investi 


tured inventories. o : n 
» Preliminary figures sh w ale of 
selected constru j terials, : vehicles 








op ‘at Hie in total 16.6% and 40% respectively over this 
` period. 
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ONOMIC MONITOR SNE THAILAND 
covery starts slowly 


picked up since the.end of 1982, reflecting 
renewed production activity in the respec- 
tive manufacturing sub-sectors. 

» The private construction sector, in par- 
ticular, is experiencing a mini-boom in 
Bangkok, where numerous residential and 
office condominium projects are either 
under way or about to Бе launched. 

» The food and beverage industries also 
look set to recover, but other industries 
such as textiles and steel have yet to pull 


themselves out of the chronic slump they 


have been in since 1980. 
The improving conditions аге as- 


-sociated with an acceleration in bank-cre- 


dit expansion, reversing the slowdown in 
1982 when total bank credit expanded by 
only 18% while deposits rose by a record 
24.8% (REVIEW, May 5). It is expected 
that às demand for loans increases and de- 
posits growth slows down somewhat, 
there will be a more equitable balance this 
year. 


ecovery is also evident in the invest- 
ment sector. Official figures show that 
during the first two months of this year the 
number of applications for promotional 
privileges from the Board of Investment 
and their proposed investment value rose 


42.9% and 2.6%, respectively, compared 


to the same 1982 period. The number of 
new factories being permitted to open and 
their capital investment also increased by 


declining interest rates, the retail oil-price 


rates in April constitute additional p 

tive factors to spur. not only nev i 

ment but also man 
eneral (REVIEW, Мај 











cuts in March and reduction of electricity 


ing 
Set against this. 


logy. 





























favourable background, prices of such 
major export commodities as rice, 
tapioca, rubber and maize have been pick- 
ing up in recent months, reflecting the per- 
ceived economic upturn in certain de- 
veloped countries in the West. Prices of 
these export items are bound to rise con- 
siderably this year from the rock-bottom 
levels of 1982. However, there is still un- 
certainty over the prospect of a price re- 
covery for sugar and tin — two other im- 
portant foreign-exchange earners. 

But the expected price improvement of 
most of these export items is not likely to 
have a major impact on Thailand’s overall 
foreign-exchange earnings. Owing to the 
marginal growth in the agricultural sector 
in 1982 — the bulk of the output of which 
is exported starting early this year — ex- 
portable volumes in 1983 will be reduced. 
In aggregate, the central bank projects 
that export value will grow by only 4% this 
year, against the 5% growth recorded in 
1982. 

Predicting a 9% rise in imports, the cen- 
tral bank now estimates a Baht 50 billion 
(US$2.17 billion) trade deficit this year. 
This will represent a small deterioration 
from the Baht 38 billion trade deficit in 
1982 but would still be better than the 
Baht 65. billion deficitin 1981. Other pro- 


-jections vary. For instance, the Bangkok 


Bank — the largest in Thailand and sec- 
ond largest in Southeast Asia in terms of 
assets — projects that the 1983 trade de- 
ficit will be only marginally worse than in 
1982. It puts imports and exports growth 
at 5% and 6.5% respectively. In any case, 
both institutions. estimate a similar Baht 
count deficit this 

nt 2 ion іп 1982). . 
ile, the rate of inflation is gen- > 
cted at around 4% this year, 

in 1982, owing to lower > 

rices and their dov dj 
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not in a class for business people are easy to spot. 
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In short, we have no special class for business people - 
simply because we have nothing else but classes for 
business people. So in booking at regular fare you can 
reserve your favorite of all the seats in both classes. 
If you fly Swiss Class with us, you’ll soon see that 
it’s more than the fare might lead you to expect. One 
seat less abreast in wide-bodies, of course: and 
enough hand-luggage lockers so that nobody need 
nurse a bag between his feet. You will also be pleased 
to note that our pride is a wide selection not only of 
newspapers and magazines but of menus and drink- 
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Я e 


ables (in particular the special menus available on 
request when booking). 

For Swissair it’s a matter of course to pour the wine 
into real glasses, and gratis at that; and to serve warm 
meals on proper china with solid cutlery. 

You see we feel one thing about Swissair should be 
particularly easy to appreciate: the fact that you’re 


flying Swissair. 
x 5 
swissair 
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Commerce Mean 
to the Asia-Pacific Region? 


It means electronics, toys, industrial machinery, 
textiles.... As well as Canadian Imperial Bank of 
Commerce. 

Canadian Imperial Bank Group handles trade 
financing speedily, efficiently and highly profes- 
sionally. And sometimes even electronically 
because of our global communications network 
linking over 120 international offices. To a large 
extent our reputation rests upon our Canadian 
connection — the bank with the largest number of 
branches in Canada and with International Banking 
Centres in six major Canadian cities. 

But more and more, we're becoming known as an 
Asia-Pacific intraregional trade partner, engaging in 
everything from letters of credit and acceptances to 
foreign exchange transactions, from our strategically 


located offices in Hong Kong, Tokyo and Singapore. 
In addition, the Commerce has representative offices 
in Beijing and Sydney, and a subsidiary. Martin 
Corporation Limited, has branches in Sydney, 
Melbourne, Brisbane and Perth. 

So if you're looking for a single professional to 


handle your Canadian as well 
, > 
EB. 


look to Canadian Imperial 
Bank Group with assets 
exceeding $68 billion and 
115 years of experience 

at home and abroad. What 
other bank engages in trade 
financing faster or 

better than we do? 


as your Asia-Pacific business, 


Canadian Imperial Bank Group 


CANADIAN IMPERIAL BANK OF COMMERCE 
BEIJING, HONG KONG, SINGAPORE, SYDNEY and TOKYO 
CANADIAN IMPERIAL BANK OF COMMERCE (ASIA) LIMITED, SINGAPORE 
CANADIAN EASTERN FINANCE LIMITED, HONG KONG — MARTIN CORPORATION LIMITED, AUSTRALIA 
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We specialize in gro 


< Kobe Steel offers a full array of projects, products and services that 
^ help countries grow, develop and prosper in a big way. 
Like starting from scratch and creating plants. 
Furnishing technological know-how. 
Or supplying the essentials for growth industries. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to show off 
Kobe Steel's integrated industrial capability. 
KOBELCO. It's the mark that's growing in international importance. 














TOKYO HEAD OFFICE: Tekk J Telex: 222-3601 KOBSTL J 


82, 1-сһот А 21 
SINGAPORE OFFICE: 2102, 21F DBS Bldg. ff 2248977 Telex: RS 23338 KOBSTL 
KOBE INTERNATIONAL (8) CO., LTD.: 60 dan Road, ; * 264-2444/Telex: RS 26574 KISCO 
Bxico City, and Sharjah. 


Offices also in New York, Los Angeles 


"е 
OE Mew o. v. 
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Comments by the Chairman, The Rt. Hon. Lord Barber 


Profits before taxation forthe 
year ended 315ї December, 1982, 
amounted to £242 million, com- 
pared with £260 million the year 
before. The net profit attributable 
to shareholders. after deducting 
taxation and minority interests, was 
£114 million or88 pence pershare. 
The total dividend proposed for 
the year is 27 pence per share. 

А modest improvement was 
achieved in our operating per- 
formance around the world in 
spite ofthe recession butthis was 
more than offset by the large 
increase in provisions against 
doubtful loans. 

1982 was a year of difficult 
trading conditions for commercial 
banking and consumer finance in 
most of our principal markets. 
The worldwide network of foreign 
exchange and treasury centres 
achieved very satisfactory results. 
Theslowdown in the South African 
economy affected our subsidiary 
there, butthe improved prospects 
inthe closing months led to a 
better outturn than had earlier 
been anticipated. Union Bank 
produced creditable results in the 
difficult Californian market. In the 
Far East, the tougher trading 
climate in Hong Kong was exacer- 
bated by some concern about the 
future ofthe territory. 

In the early part ofthe yeara 
worldwide cost reduction pro- 
gramme was instituted, the bene- 
fits from which will be realised in 


, 


Funds now 
£1,141 million 


now 


Resources 
£1,632 million 


Total Assets now 
£24,307 million 





1,900 offices in over 60 
countries around the world. 


the current year as well as instilling 


a generally more alert attitude to 
cost factors. Fora bank such as 
ours the importance of keeping 
abreast ofthe latest develop- 
ments in information technology 
is obvious, and we are engaged 
ina majorexercise to improve 
the Banks systems. 

With such wide geographical 
coverage there are inevitably 
changes from year to year in our 
representational structure. In 
addition to an increased 
presence in China, there were 
other significant changes referred 
to in my fuller Statement with the 
Report and Accounts. In particular. 
in the United States we have 
formed an integrated manage- 
ment group to make the most 
effective use ofthe presence 
which the Group already has in 
seven major States. 

Our merchant banking 


interests now coverten countries. 
Last year we took a significant 
further step by agreeing to acquire 
MAIBL the first of the London 
consortium banks, which will 
merge with Standard Chartered 
Merchant Bank. 

The problems of inter- 
national debt servicing for the 
banking system have seldom 
been out ofthe headlines during 
the past year It can readily be 
seen now that several countries 
hadallowed too high a proportion 
oftheir public debt to be 
borrowed abroad and that the 
prolonged recession and con- 
tinued high interest rates have 
created a difficult situation. It will 
take time fora better balance to 
evolve, and banks with a con- 
tinuing interest in the long-term 
health ofthe countries experi- 
encing difficulties must play a 
responsible and co-operating 
role in easing the adjustment. 

For Standard Chartered our 
concern is both with the internal 
health of the countries in which 
we operate commercial banking 
businesses, and with the safety of 
our international lending. Other 
than trade finance, international 
lending has never been a domin- 
ant feature of our operations. We 
have, however a well spread port- 
folio of sovereign type lending. 
the major part of which is to 
countries where we have an 
established banking presence. 


Copies of the Report and Accounts and of the Chairman's Statement may be obtained from 


Malaysia 


Hong Kong The Area General Manager The Chartered Bank. GPO Box 21. 4-4A Des Voeux Road Central. Hong Kong 
The Chartered Bank The Chief Manager Malaysia. 2 Jalan Ampang/Box 1001. Kuala Lumpur O1-16, Peninsular Malaysia 


Singapore. The Chartered Bank The Chief Manager Singapore. Chartered Bank Building. Maxwell Road PO. Box 1901, 21 Raffles Place Singapore 9038 


Direct banking, worldwide 





Christopher Woo 


The new game — banker to deal 


€ AN interesting debate is under way 
on the rules governing Hongkong's uni- 
fied stock exchange, due to open its 
doors by mid-1985. At stake is the ques- 
tion of whether banks and deposit-tak- 
ing companies (DTCs) should be admit- 
ted as members. A recent nemorandum 
to members released by the committee 
of the unified exchange set out the argu- 
ments for and against an issue which it 
conceded was "likely to be controver- 
sial." 

Curiously, however, there has been 
little, if any, public comment so far on 
the admission of banks and DTCs as 
members, a development which would 
undoubtedly change the whole character 
of Hongkong stockbroking. Meanwhile, 
a special committee of the Securities 
Commission is studying the question of 
eligibility for membership of the ex- 
change and is expected to make a report 
by June 30. The exchange has already 
asked members to submit their views on 
the issue. 

What is perhaps tempering some 
brokers' attitudes is their view that the 
influence of banks and DTCs in broking 
is already “rampant” — to quote from 
the exchange’s own memo. Examples 
given are Sun Hung Kai, granted a bank- 
ing licence in 1982, and Jardine Fleming. 
Still a DTC — though it may well soon 
apply for its own banking licence — Jar- 
dine Fleming has broking arms on all of 
Hongkong’s three active exchanges. 

More recently, the Hongkong and 
Shanghai Banking Corp. entered the 
broking business with its 50% stake in 
Mansion House, a registered securities 
dealer, with the remaining equity split 
between its subsidiary Hang Seng Bank 
and broker Evans Lo. As only individu- 
als can at present be members of the ex- 
changes, Mansion House deals through 
Lo, a member. The committee of the un- 
ified exchange has now agreed in princi- 
ple, however, after detailed discussions 
with the Office of the Commissioner for 
Securities, that corporations and 
partnerships can be eligible for member- 
ship of the new exchange, so raising the 
bank/DTC issue. 

Wholesale admission of banks and 
DTCs would definitely put Hongkong 
further down the road to the era of a fi- 
nancial supermarket where all needs are 
met under one roof, a trend evident in 
other markets and one that would surely 
herald the demise of many of the about 
1,000 members of the unified exchange, 
many of which are small operations. 

Perhaps the likeliest outcome of pre- 
sent deliberations is for Hongkong to 
follow London's éxample and limit a 
bank to a 30% stake in a broking com- 
pany, and then only on condition that it 
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has no involvement in management. 
This is one of the proposals outlined in 
the memorandum. Another is that in- 
house business should be limited to a 
monthly average of no more than 30% of 
the related broker's turnover. 

Advocates of the proposal to admit 
banks and DTCs argue that their present 
interest and influence should be recog- 
nised and regulated accordingly, rather 
than be allowed to continue to persist 
“clandestinely.” It is an argument that is 
likely to win the day. 

Still, their opponents’ claims of the 
conflicts of interest inherent in bank and 
DTC membership should not be conve- 
niently ignored. Banks do have access to 
confidential information, giving them an 
unfair advantage over other members of 
the investment community. They also 
face the obvious temptation of channel- 
ling clients’ business through their own 
related broking houses. There is also a 





Marden : every little helps. 


broader point. Last year’s corporate de- 
bacles, such as Carrian and Eda, could 
have been much worse if the banks and 
DTCs involved had also had exposure to 
these companies through broking out- 
lets. The result would have been that 
much greater damage to the financial 
system with the institutions involved 
finding themselves “screwed each way 
rigid,” to borrow the phrase of one 
broker. 

Certainly, given Hongkong’s recent 
desultory regulatory record, there is 
clear potential for abuse. Much will de- 
pend on the proposed “controlling mea- 
sures” — if implemented — as outlined 
by the exchange committee. Inadequate 
control of bank and DTC involvement in 
broking will only forfeit further support 
for a market which many overseas inves- 
tors regard as already tolerating in- 
stitutionalised conflicts of interest. And 
right now Hongkong's stockmarket, fac- 


ing virtually zero interest locally, a 
chronically weak currency and a political 
quandary that will not go away, needs all 
the foreign friends it can muster. 

e THERE have been signs recently of 
renewed institutional interest in ship- 
ping stocks — perhaps on the view that 
things cannot get much worse in that 
market. But one company which has not 
been in favour is Hongkong's Wheelock 
Maritime. Already weeks overdue com- 
pared with its reporting date for year- 
end 1981, Wheelock Maritime's results 
for 1982 are awaited with some trepida- 
tion, reflecting the shipping market's 
view that the company overexposed it- 
self badly when it ordered a number of 
bulk carriers in 1980 and deliberately did 
not fix charters for them. This involved 
taking a speculative view that charter 
rates would improve by the time the ves- 


sels were delivered — à punt that has 


gone badly wrong. 
It was therefore with interest that 


Shroff noted a recent press release is- . 


sued. by anonymous, though obviously 
determined, minority shareholders in 
Harriman Holdings, a member of the 
Wheelock Marden group, reporting 
questions raised at the company's annual 
general meeting in April. As well as ask- 
ing why the property-management com- 
pany — which is at present sitting on 
HK$108.4 million (US$15.7 million) in 
cash and holding just one property — is 
not paying a bigger dividend, the 
shareholders were also anxious to seek 
an assurance that none of the cash had 
been used, or would be used, to support 
the borrowings of associated companies 
or personnel. 

They added: "The shareholders are 
very concerned that the board does not 
in the present circumstances decide on 
an investment in shipping of any kind." 
The same line of questioning recurred at 
the annual meeting on May 10 of another 
Wheelock company, Realty Develop- 
ment Corp., with shareholders focusing 
their attention on the company's cash 
bank of HK$1.46 billion and the level of 
fees and emoluments paid to directors. 
Interestingly, chairman John Marden 
was absent on both occasions. 

With signs, then, of a well-organised 
minority shareholders’ campaign, mat- 
ters seem to be heating up for the 
Wheelock group — one which has a his- 
tory of using cash-rich subsidiaries to 
fund its more troubled parts. For the mo- 
ment, Shroff notes that Wheelock 
Maritime's figures may well have been 
delayed pending the completion of the 
Pacnorse deal with Grand Marine 
(REVIEW, May 12), which would give 
Maritime a book profit of some US$15.5 
million. Every little helps. 
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French nuclear power plant; positive progress in Peking. 





The balance of power 


China seems ready to buy French reactors but much will 
depend on cheap credit and the scope of technology transfer 


By Robert Delfs 

Hongkong: An agreement in principle to 
provide two sets of reactors for nuclear 
power stations in China was the highlight 
of French President Francois Mitterrand's 
recent visit to Peking. But the document is 
not binding. The official Xinhua news- 
agency release, calling the document à 
memorandum, said only that there had 
been "positive progress in questions re- 
lated to the provision of equipment and 
transfer of technology by France for the 
reactors of nuclear power stations China 
plans to build in Guangdong province and 
in East China." 

A similar memorandum was signed in 
March regarding supply of the power- 
generating turbines for the Guangdong 
plant by General Electric Corp. of Brit- 
ain. The British delegation, led by Deputy 
Industry Secretary Gordon Manzie, also 
discussed future electricity sales to Hong- 
kong and possible investment in the pro- 
ject from Hongkong. 

Whether continuing talks with the 
French Framatome SA nuclear-power 
consortium will lead to contractual agree- 
ments by the end of this year, as planned, 
depends on a solution to the difficult ques- 
tion of financing for the projects. China 
would like France to offer export-credit 
terms comparable to the Japanese Exim- 
bank. France is bound by the "gentle- 
men's agreement" among members of the 
Organisation for Economic Cooperation 
and Development fixing export-credit 
rates in the range of 10-12.4% while Japan 
is allowed to set its rates at 0.3% over its 
long-term prime rate, currently 5.5%. 


France and other members of the rich na- 
tions' grouping frequently offer credit 
packages incorporating an aid component 
to reduce overall interest costs, a practice 
which the United States opposes. How 
large the subsidised portion of the total 
credit package will be is a key issue in the 
Sino-French discussions. 

China may be willing to pay part of the 
costs of the Guangdong plant's reactors in 
cash, sources said, but this is believed to 
be closely linked to the extent transfer of 
technology is incorporated into the final 
arrangements. China wishes to develop its 
own nuclear power industry — the second 
nuclear power station for East China men- 
tioned in the memorandum would proba- 
bly replace the second of two smaller 300- 
mw. plants which China plans to build 
near Shanghai using domestic nuclear 
technology. 

France has definitely offered to include 
technology transfer in the reactor sale 
package, sources said. This is the first time 
that Framatome has offered its pres- 
surised-water reactor technology to 
another country. Until recently this would 
not have been possible without approval 
from Westinghouse of. the US, which 
pioneered the technology. However, 
Framatome's technology is now recog- 
nised as French, according to the monthly 
publication Nuclear Engineering Interna- 
tional. 

Whether Hongkong will invest in the 
Guangdong plant and what kind of com- 
mitment it can make in regard to future 
electricity purchases will doubtless be a 


factor in the overall financing 
question as well, though an 
uncomfirmed recent reportin 
the industry journal Nuc- 
leonics Week said the 
Chinese would go ahead with 
the project on their own un- 
less Hongkong agrees by July 
| to buy power from the 
plant. 

When the Guangdong pro- 
ject was first discussed three 
years ago, it Was envisaged as 
a joint venture owned 60% by 
China's Guangdong Electric 
Co. and 40% by Hongkong's 
China Light and Power Co. 
But last year China Light 
proposed thé formation of a 
separate investment com- 
pany in Hongkong to take its 
equity share in the venture, a 
plan which Guangdong Elec- 
tric "reportedly vetoed 
(REVIEW, Aug. 27, '82). 

Since then, China Light has 
indicated it would undertake 
no more than a 10% equity share in the 
Guangdong plant, according to Nuclear 
Engineering International. The Hong- 
kong Government has commissioned a 
team of bankers headed by David Gem- 
mill of Paris-based Lazard Freres & Co. to 
reanalyse the feasibility of purchasing 
electric power from the proposed 
Guangdong plant and possible equity par- 
ticipation schemes, specifically a joint 
venture between the, Hongkong Govern- 
ment, China Light and the Hongkong 
Electric Co. The bankers’ report is to be 
presented in August. 


Д" to a feasibility study conduct- 
ed by China Light and Guangdong 
Electric in 1980, the nucléar power station 
would cost about 40% more than an equi- 
valent coal-fired station built in Hong- 
kong. Unit costs for electricity, however, 
were projected to be lower for the nuclear 
plant from the fifth year of operation on- 
wards (assuming either plant came on line 
in 1988, which now seems unlikely) and 
the average cost of electricity over the 20- 
year period (1988-2008) was estimated at 
24% higher for coal than for nuclear. 

That projection, however, was predi- 
cated on the assumption that the cost of 
coal would rise 12% a year to the end of 
1986 and 11% thereafter. Owing to the 
collapse in world oil prices, the average 
annual increase in coal prices (in US dollar 
terms) has been only 6.8% since 1980. 
Current forecasts predict little or no real 
increase in the price of oil or coal for the 
rest of the decade. 

The cost comparison between a coal- 
fired plant and a nuclear plant in the origi- 
nal feasibility study indicated an ex- 
tremely high sensitivity to changes in pro- 
jected coal-fuel costs. Even a slight reduc- 
tion in the annual coal-price increase to 
10% a. year was calculated to reduce the 
levelised cost of electricity from coal by 
13%. This suggests that under the costing 
assumptions of the original study the ap- 
parent long-term price differential be- 
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tween a nuclear plant in Guangdong anda | ¢ 


coal-fired plant in Hongkong may no 
longer exist. 

Relative costs of coal or nuclear power 
aside, there are questions about whether 
Hongkong will require 40-60% of the 
10,000 gigawatt hours of electricity the 
Guangdong plant would produce each 
year. Although total electricity consump- 
tion in Hongkong has maintained an aver- 
age growth rate of 7.8% since 1979, indus- 
trial consumption growth levelled to only 
3% a year — most of the growth in the 
period was due to new commercial instal- 
lations and domestic use. With declining 
investment in both industry and new office 
buildings in the face of uncertainty about 
Hongkong's future, it is difficult to project 
increases in demand for electricity within 
the century that could not be met more 
economically through additional coal- 
fired plants. 

The price of coal is less important to 
the Chinese Government than it is to the 
profit-conscious Hongkong power com- 
panies. China is committed to the deve- 
lopment of nuclear power primarily as a 
means of diversifying its sources of 
energy, particularly in east and southeast 
China, which are distant from the major 
coal-producing areas. This means that the 
prospects for realising at least one of the 
two nuclear projects using French reactors 
are good. Butit is not clear whether Hong- 
kong will share the investment costs of the 
Guangdong plant or, more importantly, 
commit itself to buying electricity which 
would guarantee foreign-exchange in- 
come to offset loan repayments. Lacking 
such a commitment, China may recon- 
sider its ambitious plans to purchase two 
complete sets of reactors. 

And since the original decision to build 
China's first nuclear power plant to serve 
the Canton-Hongkong area was predi- 
cated on Hongkong's ability to supply in- 
vestment funds and foreign-exchange in- 
come, that priority, too, may be open to 
question. г) 
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New brew at San Mig 


A board revamp at the beer-based Philippine conglomerate 
may make it more susceptible to government wishes 


By Guy Sacerdoti 
Manila: The arrival of a controversial 
group of government officials, bankers 
and lawyers on the board of San Miguel 
Corp. will, over time, significantly change 
the complexion of the Philippines’ largest 
corporation. As a result of the boardroom 
and stockmarket battles waged earlier this 
year by Andres Soriano, San Miguel 
chairman, and Enrique Zobel, former San 
Miguel vice-chairman and head of the 
Ayala group of companies (REVIEW, Mar. 
10), the new hierarchy has seriously weak- 
ened traditional Soriano family control 
at the 93-year-old beer and food giant. 
More important, the leader of this new 
group of board members, Eduardo 
Cojuangco, is one of the two remaining 
so-called untouchable cronies of President 
Ferdinand Marcos. Marcos 'orchestrated 
the dismantling of a number of prominent 
business oligarchies during the early mar- 
tial-law years, but was unable to penetrate 
San Miguel. Now, the once staunchly in- 
dependent company is likely to become 
more malleable for a number of powerful 
political and economic interest groups. 
Cojuangco's entry to the board was 
made possible by the Soriano-Zobel fight. 
Arguments over management style and 
how to protect traditional interests from 
thwarting Overseas Chinese and govern- 
ment designs led to a break between the 
two Spanish-era relatives in December 
1982. Soriano had just returned from 
cancer treatment in the United States — at 
the annual stockholders' meeting on May 
10 he appeared far more fragile than his 56 
years would warrant — and there was con- 


cern over his ability to continue leadership 
of the complex corporation. 

When the break came, Zobel went to 
the marketplace with a vengeance, per- 
sonally buying out all Ayala interests and 
those of industrialist Ramon Siy. Soriano 
fought back by consolidating his own in- 
fluence, buying out board aspirant John 
Gokongwei, but at a punitive price. 

Both found their finances stretched 
pretty thin. Soriano seemed to have the 
upper hand, but more importantly, ap- 
peared to have the support of two impor- 
tant San Miguel creditors — Allied Bank, 
headed by Marcos’ friend Lucio Tan (who 
also heads the faltering one-and-a-half- 
year old San Miguel competitor, Asia Bre- 
wery) and Cojuangco's United Coconut 
Planters Bank (UCPB), a bank owing its 
growth to Marcos’ martial-law administra- 
tion, which decreed that huge sums of 
coconut-levy funds be deposited interest 
free with the bank. (The levy also paid for 
Cojuangco's substantial holdings — 
REVIEW, Feb. 12, '82.) 


yala chairman Zobel, whose Legaspi 
Oil Mills (a joint venture with Mitsubi- 
shi of Japan) became the first major coco- 
nut-milling operation to sell out to UCPB's 
United Coconut Oil Mills (Unicom) in 
1979 *saw the writing on the wall," as one 
of the protagonists explained. He decided 
to resign as San Miguel vice-chairman and 
dispose of his shares. By then Zobel held 
about 20% of the company. 
Cojuangco, who insiders say had been 
preparing to make his move for some 





Australian landmark i in Hong 







eta 


FAR EASTERN ECONOMIC REVIEW e MAY 19, 1983 





To bridge the much 


i each 
one side of the harbour to the other. 


larger expanse of waters between Hong Kong 
and Australis part of Australia has buon Бойу established in Hong 


1 work. Australia Limited, the wholly-owned subsidiary of the 
+ Commonwealth Trading Bank of Australia (C.T.B.) — a member of 
one of Australia's la: 

government-owned 


banking groups, the Australian 


imonwealth Banking Corporation 


==" Ств. Australia Limited is now operating in the Asia-Pacific market 


with emphasis on — Lending (both direct and syndicated) 


— Deposit taking 
— Money Market 
— Foreign Exchange (especially $AUD) 


For further information contact: 
John G. Koch — Chairman and Managing Director 
Tony Evans — — Senior M. 
Leo Melville 


C.T.B. AUSTRALIA LIMITED 


WHOLLY OWNED SUBSIDIARY 
OF COMMONWEALTH TRADING BANK 

OF AUSTRALIA 

709-712 T: Centre, H.K 

ES AME Hong Keng y 276190 (Foreign Excha 
Талех 60466 СТВ бе - ne) 
608021; 61629 C.T.B. HX ‘Foreign Exchange) 


— Manager, Foreign Exchange 
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The South China Morning 
Post's blockbuster reference 
book on Hong Kong's top 
people. 

An invaluable reference book. 
A priceless mailing list. 


mE н HONG KONGU 


This comprehensive listing of 
Hong Kong's top people with 
photos has now been updated. 
In compiling the names 
included in this book, the 
editors and researchers 
selected those figures who are 
leaders in their fields; in 
business, finance, commerce, 
banking, the arts, sport, 
government, the media, the 
professions, manufacturing 
and other spheres. 

Over 1,500 individual names 
and addresses, most of which 
are illustrated by photo- 
graphs, make this a valuable 
reference book and an up- 


market mailing aid. 


WHO'S WHO IN HONG 
KONG is a valuable research 
tool for scholars and jour- 
nalists, both at home and 
abroad, and a handy refer- 
ence book for businessmen 
overseas interested in the 
affairs of the Colony. 


The book also catalogues 
major Government depart- 
ments, Counsuls, Trade Com- 
missioners, Associations, 
Clubs, Societies, and the 
media with a wealth of 
information on the people 
involved in these institutions. 


To: SCMP 
Tong Chong St., Quarry Bay, Hong Kong. 
Yes, | would like to order a copy of Who's Who in Hong Kong. 
1 enclose my cheque for $200 (or multiple in event of plural order). Postage of 
surface mail for overseas order is $16/copy. 
Please make a cheque payable to SCMP. 
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: ught the 
CFB trust 


| оп- voting cH ada 
Soriano is to become 


ay 10 annual 
pired shares: of 
d over а certain 


tichem). Accra has also- 


ith San Miguel. 
ngco, who aside from being presi- 
CPB, Unicom апа Unichem, 
tor of. the government" s Philip- 
pine. Coconut Authority, 15: поў on the 
San Miguel board. So is Edgardo Angara, 
senior Accra partner.and a government 
official.as president of the University of 
the Philippines. who acted. as Soriano's 
chief counsel at thé May 10 annual meet- 
ing. Angara is very close to Enrile, having 
served as a director for Enrile's private 
holding’: company; Јака: Investments 


' (which .has..also been a major private 


shareholder in UCPB). 

Jose Concepcion, also an Accra part- 
ner, is corporate secretary and director of 
UCPB. He is also a Unicom director and 
sits on the boards of a number of the mil- 
ling companies Unicom absorbed ostensi- 
bly for the benefit of coconut farmers. He 
is also now on San Miguel's board while 
Danilo Ursua, UCPB executive vice-pre- 
sident and director rounds out the new 
Accra-UCPB direct influence in San 


rom these four new directors, 


E im ther government officials were re- 


| уз * When Zobel ٤ 
was on the board, San Miguel used Ayala- 


controlled Bank of the Philippine Islanc 
| a fora 8 vod deal of its-peso fundi g, 


steady flow of. fresh г and ar dan рог 
self, his son, Andres Soriano Ш, San | 


_ staunched when Marcos lifted the coconut 


levy last August. And yet, sources say the. 


bank had set. aside some P2 billion 
“blue-chip” equity purchases. One possi- 
bility was that Soriano’s tight financial 


position forced him to borrow heavily 


from. UCPB to fight Zobel, and that, in 


addition to scheduled repayments, San. 


„Miguel's preferred-share stake іп UCPB 
will slowly increase. 


More likely, however, Soriano used his 


| American connections (he is a US citizen) 
to counter Zobel by borrowing from two 
JUS. banks. „Cojuangco, seeing both 
gladiators in battle and financially strap- 
ped, felt he could quietly absorb Zobel's 
shares and.be in a.good position to 
egotiate with Soriano. UCPB, as a uni- 
versal bank, recently raised its authorised 
-Capital from РІ billion to P3.25 billion, 
„With P750 million worth allotted to non- 

` voting preferred shares. 
55. The purchase of Zobel's shares is now 
-generally accepted to have been funded by 
~ UCPB and, on the legal side, handled by 
: the government-connected law firm of 
` Angara, Concepcion, Regala and. Cruz 
_ (or Accra for short). The law firm has used 
its partners as nominees in effecting take- 
| the cóconut-oil mills thar 


owned Philippine 


шеп will mean the 


to the board: Foreign Minister 

Carlos Romulo, who sits on the board in 
his personal capacity as elder statesman, 
nd Roman Cruz, president of the state- 
irlines (PAL) who 


Another new director is George Ty, 


chairman of Metropolitan Bank and Trust | 
Co 


(Metrobank). He is said to be close to 
iano and Cojuangco, but slightly 
to Cojuangco, according to 

lysts. < even other directors are all sup- 


Miguel president Kahn, Benigno Toda, 
Antonio Roxas.and Antonio Prieto have 


all been re-elected to the board. Jose Gar- 
‘cia, San Miguel senior executive vice-pre- 


sident is the new Soriano man on the 
board. 

The crucial 15th member, Raul Roco; is 
also new, and while he is a senior, partner 
with Accra, he is also a long-time Soriano 
lawyer and occasional critic of certain gov- 
ernment policies. Roco can be expected to 
support Soriano and thus allow manage- 
ment to maintain the upper hand on any 
split decisions. 

Cojuangco told the REVIEW after the 
meeting that he planned to maintain a low 
profile "just as another director," but 
most observers view that as a temporary 
condition. His influence at San Miguel will 
emerge in time, they say, making the com- 
pany more susceptible to government 
wishes and policies. 

For example, with Tan's Asia Brewery 


. Struggling to hold its less than 4% of the 


beer market, there has been talk that it 
may try to sell out to San Miguel. That 
may be some way down the road, but with 
Cojuangco's influence and connections, a 

decision to bail out Tan тау Бе easier. @ 


n Miguel stock. and |] - 





US$14.50 | USS27.00 
£7.50 £13.50/ 
ASí350 | А2450 


... plus the Asia Yearbook 


Make the. Asia. Yearbook part of your Review 
subscription. Simply tick the relevant space 

the coupon below and automatically receive the 
Yearbook. Н gives you Asia minus the mystery. 

Minus the myth. A country-by-country survey of 
‘Asia. Everything from Finances & Currericiesto: | 
Politics and Social Affairs. The only single 

medium of its kind. 


Rate: Soft cover US$16.95 or HK$110 (or the. 
equivalent in local currency). 
Yearbook cost to your eee rate show 


6 months 
туеш 


Please include the Yearbook at extra 
USS16.95/41K$110. For airmail delivery, 
please add: НК$39Л15$6 
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COMPANIES/INDIA 


Upstaged from outside 


Traditional industrialists are worried that new investment 
incentives could lead to a rash of takeovers by non-residents 


By Mohan Ram 

New Delhi: A takeover scare has gripped 
Indian industrialists following a recent 
stockmarket raid on two of the nation's 
top 10 companies. Taking advantage of 
new incentives offered to non-resident in- 
vestors, Swaraj. Paul, a well-connected, 
London-based Indian businessman, has 
acquired shares in Delhi Cloth and Gen- 
eral Mills (DCM), the country's second- 
largest company, and Escorts, which 
ranks 10th, in an apparent bid to challenge 
the traditional and hereditary control of 
these firms by the families which pro- 
moted them. 

This has led to accusations of a threat of 
destabilisation — which the government 
countered by imposing a ceiling of 5% on 
the paid-up capital for investment by non- 
resident investors in existing companies. 
The government has also assured indus- 
trialists that its financial. institutions 
(which have large shareholdings in the 
leading companies) will support manage- 
ments with a “proven track record" 
against takeover bids by non-residents. 

Fears remain unallayed, however, be- 
cause the 5% ceiling can be exceeded with 
the central bank's permission. Also, the 
phrase “proven track record" is open to 
interpretation. Exact criteria have not 
been specified in either case, nor is there 
any indication that they will be decided by 
an impartial body. Neither is it clear if the 
ceiling is to apply retrospectively. 

Until last year, residents were encour- 
aged to remit their savings home simply to 
help the country bolster its foreign-ex- 
change holdings. Then came the incen- 
tives for investment, which included tax 
concessions. Even companies which were 
at least 60% owned by non-residents were 
allowed to buy shares in India. A limit of 
1% investment in any company applied 
only if repatriation of the investment was 
sought. This year’s budget brought new 
concessions which made India a tax haven 
for non-resident investors: income tax was 
slashed to a flat 22.5% while resident In- 
dians pay up to 60%. And non-residents 
were exempt from wealth and gift taxes. 

Ironically, industrialists applauded the 
new package of incentives and organised 
promotions to persuade non-resident In- 
dians to invest in India. No one seemed to 
have understood the fuller implications of 
the new incentives until the prices of DCM 
and Escorts shares began soaring. DCM 
shares (par value Rs 25 — US$2.5) rose 
from Rs 34.81 at the end of January (a 
month before the incentives were an- 
nounced) to Rs 66 in mid-March and went 
on to Rs 78 in late April. At the same 
times, Escorts shares (pat value Rs 10) 
shot up from Rs 39.75 to nearly Rs 70 by 
the end of April. 


84 


‘The reason for this dramatic apprecia- 
tion became clear when Paul admitted in 
London that he had been buying shares in 
these two companies, taking advantage of 
the incentives. Moreover, he launched a 
tirade against the “feudal-style” control of 
these companies by families which owned 
very few shares. 

DCM's net assets in 1981 totalled Rs 
1.85 billion and it has issued capital of Rs 
200.6 million. More than 8 million Rs 25 


. shares have been issued and subscribed, of 


which 1.2 million are held by the Shriram 
family, friends and associates and trusts 
and institutions managed by the Shrirams. 
Financial institutions such as the Indus- 
trial Development Bank of India and the 


The central bank: no criteria for takeovers. 





Life Insurance Corp. of India own 45% of 
the shares and the rest are with the public. 
Paul's Caparco Group (assets of more 
than US$100 million) is believed to have 
acquired about the same percentage of 
shares as the Shriram family controls, 
which is less than 12%. 


he Nanda family owns less than 12% 
of the stock in Escorts, whose aggre- 
gate sales in 1981 were Rs 2.4 billion. Fi- 
nancial institutions own 54% of the equity 
and Paul is believed to have’ acquired 
holdings comparable, again, to those of 
the Nandas. 
In both cases, Paul will be able to tell 
the financial institutions either to switch 
support to him or to stay neutral as he 


fights it out. His Caparco group is well- 
known in Britain as “one of the most pre- 
datory companies in the stockmarket,” as 
the Financial Times newspaper described 
it. And Paul, a friend of Prime Minister 
Indira Gandhi and her family, has consi- 
derable political clout in India. It is 
pointed out that companies of his Caparco 
group began buying DCM and Escorts 
shares in January, well before the new in- 
centives were announced on February 28. 

Bharat Ram, chairman of DCM, thinks 
there is a real danger of his company 
(which mainly produces cloth) and Es- 
corts (which makes tractors and motor- 
cycles) being taken over, not so much for 
profit but for the political influence that 
control of these companies would bring. 
But Escorts chairman Н. P. Nanda be- 
lieves the financial institutions, as assured 
by the government, will stand by the pre- 
sent management. of his company. He, 
too, is of the opinion that Paul could not 
have bought the shares for their invest- 
ment value: at the price he has paid, they 
will not bring him even a 3% yield, Nanda 


points out. 
The attention DCM and Escorts have 
received from Paul has 
brought into focus the 


vulnerability of India’s lead- 
ing business houses to a non- 
‘resident onslaught. Families 
owning 5-10% of the holdings 
of these companes tend to run 
them for their own benefit 
rather than that of the 
shareholders. But  indus- 
trialists point out that the 
government's policies as well 
as the tax system make it im- 
possible for a proprietor's 
family to hold a large propor- 
tion of shares. There is a ceil- 
ing of 40% on promoters’ 
shares, though the norm for a 
new project is actually 20% in 
promoters' contribution. 

The government has cen- 
tralised most investible funds 
in its own institutions and 
companies must go to these 
for funds; the institutions can 
then convert, under statute, 
20% of the money lent into 
equity in the borrowing com- 
pany. This dilutes the pro- 
moters' stake further, while 
the high rates of wealth and capital- 
gains taxes make it difficult for anyone to 
keep large holdings. The non-resident is at 
an obvious advantage. When he invests 
his savings in an Indian bank, he gets a 
higher rate of interest than Indians do and 
unlike Indians, he does not pay tax. Nor 
does he pay wealth tax or capital-gains 
tax. 

Industrialists initially welcomed the 
concessions to non-residents because they 
thought it would bring in passive funds 
from abroad. If the government was lib- 
eral with concessions to non-resident in- 
vestors, they argued, it would be easier for 
Indian industrialists to press for conces- 
sions for themselves. But they clearly did 
not bargain for a situation in which com- 
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ities of most 
is that their owner- 


шуа small | 


. fraction of the equity Indeed, one of 
the things to whic 
taken exception is that even. with such 
small holdings, chairmanship of these 
сотрапіеѕ is passed from one generation 
< to another on а dynastic basis. The other 
weakness is that many of them have grown 
too diverse. Escorts' product range, for in- 
stance, includes motorcycles, scooters, 
bicycle rims, pistons, agricultural tractors, 
tractor-drawn agricultural implements; 
self-propelled. mobile cranes, X-ray 
equipment, elevators and now drydocks. 
DCM has interests in yárn, cloth, sugar, 
vegetable oils, containers, chemicals, fer- 


tiliser, electronic’ desk-calculators “and: 


commercial vehicles (for which it has now 
entered into an agreement with Toyota of 
Japan). All are growth industries and 
therefore ideal targets for “quick-killing” 
takeovers. 
` So the debate goes on. The governor of 
‘the central bank, Manmohan Singh, feels 
that the country should not “allow enter- 
prises in India to become a bubble on the 
‘whirlpool of international speculation.” 


On the other hand, many in the govern- | 


ment hold that it is all part of the game and 

that if the takeover threat succeeds in 

~ shaking off the somnolence that reigns in 

arts of India's corporate sector, it can be 
d to have been of service. 


collapse. But an increasing 








"seems to have |. 


By Philip Bowring 

Hongkong: The Carrian group has yet to 
number of 
large chunks are falling off. Latest to go 
are understood to be some luxury resi- 
dences mortgaged to à foreign bank. The 
bank has apparently tired of waiting for 


: various rescue proposals to be agreed and 
‚ become exasperated seeing the properties 
;succumb to mildew and neglect. 


In order to lay hands on the properties 
without seeming to break ranks with other 
creditors, it has been prepared to release 
Carrian from its obligations on surrender 
of the properties even though their market 


! value is estimated to be significantly below 
Пе amount of the loan. 


The bank's action will in theory im- 


prove the look of the Carrian balance- 

: sheet, But it merely underlines bankers’ 

‘lack of faith in the restructuring proposals 

and the management which has been al- 
-lowed to remain in charge, despite. its re- 

cord. Similar moves to take half a pie now 

rather than wait for the one in the sky to 

: land later, can now be expected. 
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* Forward contracts. : 
* Buying and selling banknotes. 
Foreign currency drafts. 
Foreign remittances. 
Travellers’ cheques. 
International transfers of funds. 
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We put your money to work for you. 


Deak-Perera Far East Ltd. 406 Shell House, 
26 Queen's Road, Central, Hong Kong. 
. TelephoneH.K.:5-266111 — 





Month after morii for 20 


years, the China Trade Report 
has been providing this best 
alternative. It has helped China 
Traders eliminate most of the 
guesswork in dealing. with this 
enigmatic country and helped 
boost their profit opportunities. 








The China Trade Report 


- comes packed with information 


and statistics on China —index- 
ing important dates, significant 
developments and contracts — 
supplies trade indicators and 
up-to-date assessments of 
China's foreign trade relations. 


ment indicated. below and. ed 
anexclusive subscription tothis - 
authoritative. journal, an: invest- 
ment that may well pay beter, 


China (of course there is an- 
other alternative —call Peking D 


A confidential monthly newsletter. Exclusive to subscribers. 


ORDER YOUR SUBSCRIPTION (12 ISSUES) NOW! post this coupon today! 


Please enter my one year subscription (12 issues) for the CHINA TRADE REPORT. 
i enclose $ 


Circulation Manager : 
,. Par Eastern Economic Review, Ltd. 
jp GP: О. Вох 160, Hong Kong 


Annual. subscription rates: 
HK$1; 460 M/S$490 US$225 £1 46 


у ‘Sent airmail anywher n the world 





| M$19.2 soit on, offsetting a steep fall in 
agricultural tra ng profit, which drop- 
ped back 


h yearina row, 


rd d rubber for the 


"s trading profit 


D per tonne fi & rom M 58 to M$210 for | 
T: rubber; from M | already decided to diversify into prop- 

erty development and was setting up а 
| тоу for that purpose. ` 


Philippine mining majors Atlas Consoli- 
d. Development Corp. 


Tp- ak у extraordin- 
ry income items, reported favourable 
t.quarter of 1983 that 
optimism about earn- 
ngs prospects ір the rest of the year. 


Atlas moved to a net profit of P52.07 


million (US$5.2 million) from a net loss 
same i. Eri 


The boid proposed a final dividend 
of 10 M cents before tax for each of the 
302.2 million paid-up 50 cents shares, ог 

15 cents for the year. 
and Lowlands’ 


Kuala Lumpur-Kepong group (with 


26.15%), national equity corporation 


Permodalan Nasional and its unit-trust 
subsidiary (22.79%) and. the Federal 


| Land Development Authority (6.0996). 


The group's 27,764 planted hectares 
make it the fifth-largest locally control- 
led estates owner in the country after 
Harrisons Malaysian Plantations, Sime 
Darby, Guthrie and Kuala Lumpur- 
Kepong. The bulk of its land is located in 
Selangor state, west of the capital, which 
gives it prime. development potential. 
Highlands and Lowlands chairman Syed 
Mahmood Hussein said the company has 


— JEFFREY BEDAE 


losses - ép Mn current operations. In 


“view of the acceleration in the erosion of 


the peso's value against the American 
dollar, such losses d now be charged 

) tions to coincide 
with scheduled amortisation of the min- 
ing firm's foreign loans. Benguet said 
that if current metals prices were main- 


. tained up to the end of the year, net in- 
.come for the year will increase. 


ГЕО GONZAGA 


ne- | Bata Indonesia ahead 


PT Sepatu Bata, the Indonesian sub- 


| Sidiary of the Canadian-based Bata shoe 


went.up to 51,470 oz from 49,862 oz in 

` the case of gold. Sales revenue increased 
- to P603.1 million from P461 million as 
. gold fetched a relatively high price and 
H er enjoyed: a government subsidy. 
e recent completion of its oil-to- 
shift in fuel requirements, Atlas voi- 


ced confidence that it would remain on | 


he profit side up to next December. 
¿In the case of Benguet, net income 
imped 254% to P59.4 million from 
(6.7 million in the 1982 first quarter. 
Tts own gold and silver mining opera- 
accounted for P22.2 million of the 
figure. Its refractory chromite 
-under contract — resulted i ina 


net profit of P16.7 million. Gold trading 
also a money-maker. 
But a major factor was the decision of 


empire, has reported a 33% increase in 


net profit to Rps 2.8 billion (US$2.9 
million) for 1982. This. was achieved 
partly through an 8.995 increase in sales 
despite generally weak economic condi- 
tions and an improvement in the com- 
pany's operating margins. Earnings per 
share, аѕ а consequence, improved from 
Rps 263 in 1981 to Rps 350 in 1982. Total 
dividends declared for 1982 amounted to 
Rps 150 per share. , The company went 
public in early 1982. —MANGGI HABIR 


Not easy for EAC 


After-tax profit at Danish-controlled in- 
dustrial, plantations and trading group 
East Asiatic Co. (Malaysia) went down 
by 27.4% to M$8.1 million (US$3.5 mil- 


| lion) in 1982 owing to slower consumer : 
- demand and weaker commodity prices. 
| The drop fo 


s declines of 19.1% in 
1 


biggest ip 
shareholders are Tan Sri Lee Loy Seng's | 


AC 
which is 65% owned by the Copenha 
gen-based parent company of the same 
name, is the country's third-largest re“ 
maining foreign-controlled ations 
group, It also has interest 


manufacturing, | t 
heavy-equipment 


: compared to the 


million for Кетсор. 


from P275.4 mil 


tive products, principally polypropylene 
bags from itemcóp and paper from 


Рісор: 


In contrast, the biggest member of the 
conglomerate, brewery-based — San 
Miguel Corp., improved its net income 
to P310.6 million from P283.1 million 
on bigger sales of beer and other pro- 
ducts along with satisfactory results in its 
subsidiaries, ^ including Coca-Cola 
Bottlers Philippines Inc. (soft drinks), 


"Filipro Inc. (milk), Monterey. Farms 


Corp. (livestock) and Philippine Dairy 
Products Corp. (butter, margarine, 
cheese). == — LEO GONZAGA ` 


Finance firm slows 
Lower demand for funds combined with 
а fall in the profit contribution from its ` 
property arm led to a 7.8% drop in the 
net profit of Australia's largest financing 
company, Australian Guarantee Corp. - 
to A$41.6 million (US$36 million) in the 
six months to March 31. Reflecting the 
difficult economic climate, bad and 
doubtful debt. provisions were boosted ^ 
to a record A$20.8 million (previously 
A$7.4 million) representing 1.15% of | 
net receivables. During the half, net re 
ceivables rose 8.4% to A$3.6 million and 
directors said there was no deterioration 
in lending margins. 

„Interest charges rose to. A$245.4 mil- 
lion (A$185.3 million) while the tax bill 


| fell to A$35.3 million (A$44.5 million). 
Despite the profit fall, the directors 


boosted the interim dividend to 5.5 
cents ashare, up: from 5 cents 





Е STOR remained confident in x most Ашай markets i in athe périód to May 9 despite signs 














eping into some. Tokyo, Seoul and Kuala Lumpur all showed major ad- 


nce: that pushed market indicators to new highs foi 
eriod. Howevet; Taipei suffered a sëtbac 


К в. 


The market broke through to another re- 


igh during the. holiday-shortened. period |. 
he background of a`tising yen and a con-. 


d rally on Wall Street. The yen reached 

$1, which boosted buying in oils. Blue chips 

e also generally strong as the Japanese financial 

ss reported a pick-up in consumer spending, espe- 

ly on clothing and durable goods. There was tem- 

y interest in machine-tool makers. Turnover 

jas low and the Nikkei-Dow Jones Average closed at 
,719.88, up 15.5 points for the. penod. 


SINGAPORE: After the May Day holiday th the mar- 
et opened weak but made major advances to May 5 
hen Frasers Industrial Index reached a high of 

52.29 points. It then slid back to close at 5,675.82 
оп May 9, a loss of five points from Apr.29. Brokers 
said the expected correction to the bull run had 


aterialised and this was reflected in buyers’ cau- 


tion.: Gainers spanned a variety. of counters from 

lantations to motors and finance stocks to proper- 

. Market leaders Faber Merlin and MUI lost mar- 
nally. Turnover averaged. 24: 6 million units a day. 


VALA LUMPUR: Buoyed by continued: ad: 


"taking brought a sub n 
s of gains, the 24-share index crossed the 3,500 
ark for the first time since July 1981, but then fore- 
asts of.an imminent technical correction deflated 


e dv index 

675.39. Average vol- 

me fell by a quarter to NT$2 billion (US$50 mil- 

п). Analysts said the Securities and Exchange 

ominission's tightening of margin lending appears 

‘to have helped dampen speculation. They also 

pointed to the release of rather gloomy first-quarter 

earnings figures which showed many companies have 

not yet benefited from the economic recovery. Con- 
uction, plastícs and textiles stocks fell the most. 


SEOUL: Bulls continued their run, sending the 
‘composite index to its highest point for the year at 
134.46 on May 9. Stockbrokers said active reorgani- 
sation. of portfolios by institutional investors as well 
good prospects for economic recovery helped the 
market: Analysts expect a slight cooling off in the 
ext few days but cash-le ‘investors will maintain 
the bullish sentiment. Electronics and construction 
shares rose handsomely in the holiday-shortened 
‚ period. which saw turnover “a 22.6 million is- 
“Sues a day. ; 


HONGKONG: The market солі its ‘slow but. 


аду slide with no apparent support level in sight. 
‘The Hang Seng Index closed at 967.62, down 2 


88 


к ѕепсе 9r: 


the second consecutive week while 


% for the period on continuing low turn- 
said there was an almost complete ab- 
uying interest, making it a one-way traffic 
for short sellers. Sentiment was also still affected by 
the soft: Hongkong dollar, though the currency did 
manage to consolidate above previous lows. Signs of 
improving trade figures reflecting an upturn in the 
United States economy continued to be ignored, 


though there has been evidence of investor interestin | 


the electronics sector. 


MANILA: А negotiated deal worth P10.4 million 


(US$1.04 million) involving high-priced shares ‘of 
Family Bank swelled value turnover to P39.7 mil- 


-lion; volume was small at 269.7 million shares. Gains ij 
outnumbered losses, ‘particularly among mines. 


There was some buying of Baguio Gold, despite the 
now prolonged closure of its mine and mill, and. of 
Marinduque, despite its heavy debt-service burden: 
‘The brisk movers were Atlas Consolidated, Lepanto 
Consolidated and Philex. Indicating entry of foreign 
money, some P2.5 million worth of the mining firms’ 
B shares (open to foreign ownership) changed hands 
(May 6 wasa holiday.) 


= All- Ordinaries l 


ig. close at 596,2 points. 


The market was Ра firm during the period, giving . 


rise to expectations that the index was ready to 
breach the 600-point mark. But it drifted back 
slightly instead before staging the late rise that over- 
came the period’s losses: А: number of issues took 
some of the steam out of the strong market, which 
was trying to guess whether an issue will be made by 
BHP. The company has yet to clarify i ntentions. If 
the company decides against an issue, the index could 
easily rise over the 600-point mark. But until specula- 
tion eases, the market is expected to remain soft. 


NEW ZEALAND: Prices took off early іп the 


period to push the market higher for two days before: | 


it went rather flat and ebbed back with buyers hold- 


ing. off. The corporate reporting season continued · | 


with NZ Forest announcing a 24%. profit decline, in 
line with market expectations. The government's 
Kiwi Savings Stock is breaking all records: in its first 
month, it attracted more than NZ$500 million 
(US$328 million). The effect on the market of any di- 


| version of fundsis offset by the expectation that once 


the so-called Kiss stock has gone, interest rates will 
begin to drop again, which should help equities. 


BANGKOK: amia growing certainty about the 


formation of a new government and interest rates |. 
showing further signs of easing on reports that the ` 


Thai economy should recover this year, the market 
climbed higher in the period. But selling pressure at 


the cement board, which recorded liquidations on: 
May 4, triggered bearisli-sentiment elsewhere. The 
market endured an early selling onslaught and reco- 

vered adequately towards the close, once mote show- 


ing underlying strength. Avera millo 
Baht 56.5 million, (US$ 10! 


des Australia joined the gainers | 


Thomas Nationwide Trans i 
Wester Mining С. Е. 
Woodside 

Woolworths 


[HONGKONG | 
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What if you chos 
as a computer рал 
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President of Yang Ming, Taiwan's 


“At Yang Ming Marine j of Y 
Transport Corporation, the leading shipping company. ‘“The 
HP 3000 has helped increase HP 3000 has proved to be a 


capable business partner.’ 


The company's Planning 
Manager, Frank H. Lu, said: 
“Оџг HP 3000 has given us more 
efficient control of our containers 
at less cost. It has significantly 
improved sales analysis, 
equipment control, shipping 
documentation, customers’ on- 
line enquiry, scheduling, business 
estimation, and accounting.”’ 


our sales volume by 40% to 
NT$100 billion, in two years. 
Our staff has only increased 
by 3.2% in the same period.” 

“Т replace our old computer 
system, we weren't just looking 
for company image, but at the 
sophistication of its product and 
the quality of its service. HP gave 
us all three,'' says Н. W. Kuo, 


“The reliability of its hardwar 
and the ease of operation have 
encouraged us to computerise 
further. We will soon be upgradin 
the power of its package to meet 
the demand of our new European 
liner service, and we plan to 
complete our global network by 
satellite in July 1984.” 





You too could count on resul 


Hewlett Packard makes a 
wide range of computer hardware 
and software, from portable 
personal computers to distributec 
systems network. They deliver 
computing power to fit your 
changing levels of need. 


Proven management and 
financial strength 

Finally, HP offers its 
computer partners the continuity’ 
of proven management. For fortw 
years, our sales and earnings have 
maintained a healthy balance, 
and steady growth has been 
financed entirely out of earnings 
— a sound financial basis for a 
working partnership between НІ 
and our customers. 





The Deming Award 


The Deming Prize, awarded 
to Yokogawa-Hewlett-Packard b 
the Union of Japanese Scientists 
and Engineers, is recognition of 
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HP’s total quality control 
»proach, and is a point of pride 
iroughout Hewlett-Packard. 





At T. N. Secretaries and 
egistrars, our HP 250 has 
elped us save more than 
150,000 a year.” 


T. N. Secretaries and 
egistrars is a well established 
ong Kong firm acting as 
ompany Secretary to clients 
nging from small businesses to 
ablic companies of 15,000 
sareholders and 5 billion shares. 


Office Manager, Andy Ngan, 
ys: ''We are a medium-sized 
empany and a computer has 
*en essential to our office 
ficiency for 8 years now. When 
є decided to replace our original 
nit in 1981, we considered all 
te alternatives on the market. 
һе HP 250 was exactly what we 
ere looking for.’ 


“Tt is compact, good-looking 


and very easy to operate. The HP 
software support is totally reliable. 


‘We handle large volumes of 
information often in a short 
period of time. We may have to 
process 10-15,000 share transfers 
in 14 days for a company to 
declare a dividend. With the 
HP 250 and a staff of 6 in our 
computer section, it is a routine 
task.” 


“Тһе HP 250 saves us time, 
manpower and money.”’ 
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For more information about 
HP products, contact the offices 
listed here or write to John Chua 
at Sun Hung Kai Centre, 5th 
Floor, 30 Harbour Road, 
Wanchai, Hong Kong. 


HEWLETT 
PACKARD 


Ф. 


TAIWAN 
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runei's most urgent requirement at 
the moment is for a Pied Piper to rid 
the capital, Bandar Seri Begawan, of the 
plague of rats which bite through tele- 
phone wires and destroy files and up- 
holstery in banks, shops and offices. But 
there seems to be too much confusion in 
the administration for anyone to get 
down to such nitty-gritty subjects as rats. 
More attention is focused on the political 
wheeling and dealing as the ruler, Sultan 
Sir Hassanal Bolkiah, plays off one 
group or individuals against another be- 
fore making up his mind who will be in- 
cluded in his cabinet after the British 
protectorate gains independence at the 
end of the year. 
Meanwhile, apparently ignored is an 
urgent need for an efficient central plan- 


LETTER FROM BRUNEI 






natural gas. Brunei’s oil wealth makes it 
one of the world’s richest countries in 
per-capita income terms, and allows the 
government to pamper residents with a 
wide range of services at nominal or no 
cost without imposing income taxes or 
high import duties. 

Thus, for the Malays who form the 
majority of the population of just.under 
200,000 there is little to complain of. If 
two members of an enlarged family of, 
say, 13-23 people have government jobs 
they can all live well doing little or no 
work and they can easily secure loans to 
buy cars or houses. The majority, how- 
ever, still genuinely prefer to live in the 
old wooden houses constructed on stilts 
over the shallow seawater. Indeed, ef- 
forts to transfer these water kampung 
villagers to houses 











Kampung houses: who needs to work? 








ning organisation, as permission has 
been given for various projects to begin 
construction — such as a 300-room hotel 
combined with a shopping centre 
which have been cancelled after the 
work had started owing to "lack of access 
roads" combined with "shortage of elec- 
tric power." One housing complex, 
which was almost completed, still lacks 
essential electricity while another, smal- 
ler, building venture needs to be con- 
nected to the main sewer. 

But none of this has affected work on 
the new palace the sultan is building on a 
hilltop in a 300-acre site overlooking the 
capital at an estimated cost of US$600 
million. There are, according to a 
foreign surveyor, 2,800 rooms and 1,200 
closets, two miles of underground pass- 
ages, an air-conditioned car park for 300 
vehicles, and stables, also air-condi- 
tioned, for “some hundreds" of polo 
ponies. By its side Britain's Buckingham 
Palace would be about as imposing as a 
maisonnete. 

A security expert has estimated that it 
will take 400 men on permanent duty to 
maintain the essential services — water, 
power and communications — together 
with guarding the building. 

The foundation for the prosperity 
which provides such luxuries is oil and 























on dry land have 
failed — but they 
can now be seen 
driving in high- 
powered cars be- 
fore they embark 
in fast speedboats 
to cross the water 
to homes lacking 
fresh water ог 
drainage. The 
bicycle is un- 








Brunei's foundations: Islam and oil. 




















wore European clothes now appear only 
in ankle-length dresses with long sleeves 
and high necks, while road signs are ap- 
pearing in the Arabic script. 

The people who dread the coming of 
independence are those residents who 
do much of the work — the 60,000 
Chinese — who are now “British pro- 
tected persons.” They fear they will have 
difficulties in obtaining travel docu- 
ments when the protectorate ends. It is 
hard for them to own land as non-Mus- 
lims and, indeed, ònly about 5,000 have 
been able to purchase their homes. But 
they run many of the shops and staff the 
offices for banks and commercial agen- 
cies. 

The administration will have a tough 
task to replace them in view of the reluc- 
tance to work expressed by some Muslim 
Brunei citizens. Many of the Chinese are 
planning to leave if and when the 
Gurkha battalion under British com- 
mand moves out. “When they go, I go” is 
a favourite saying which, in Brunei, re- 
— —, quires no further 

| explanation. Many 
| Christians and a 
| handful of foreign 
businessmen can 
be heard echoing 
the refrain. 

There is no 
overt opposition 
today, as the state 
of emergency im- 
posed as a result of 
an abortive rebel- 
lion by the Brunei 
People's Party in 
1962 is still techni- 
cally in force. But 
groups of discon- 
tented young men 
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known, public transport is extremely li- 
mited and taxis are expensive and hard 
to come by because, as an official 
explained, “everyone has a car.” 


Ho. others do not feel as secure 
as the Malays. Although Brunei is 
dominated by a museum dedicated to the 
life and memory of Sir Winston Churchill, 
Western influence is fading as society be- 
comes more rigidly Islamic with the ap- 
proach of independence. Some time ago 
the comfortable and efficient Royal 
Brunei Airlines ceased to serve alcoholic 
drinks; more recently hotels have been 
ordered to remove the “minibars” from 
guest rooms, and restaurants have been 
told to run down their bars before inde- 
pendence. Women who 10 years ago 


meet, sometimes 
menacingly, at street corners after 
dark. And in the West the sultan has 
been severely criticised for the reten- 
tion of capital punishment, for arrests 
without trial and for holding political 
prisoners. These complaints will doubt- 
less become more strident after the sul- 
tanate ceases to be a British protecto- 
rate. 

With a balanced budget and a cur- 
rency reserve well in excess of US$28 
billion the sultan feels he can sit back and 
enjoy life. But in view of that same 
wealth, it is hardly surprising that even 
he remains somewhat apprehensive at 
times about the intentions of neighbour- 
ing nations as well as the more powerful 
members of his own defence and police 
forces. — A CORRESPONDENT 
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The Chinese puzzle 
Your story on Malaysian Chinese 
[REVIEW, May 5] is one-sided and does 
not represent the overall views of Malay- 
sian Chinese now. The present social prob- 
lems exist not through any fault of the gov- 
ernment but because of the reluctance of 
the Chinese-educated Malaysians to ас-- 
cept the concept of society which the gov- 
ernment has been fostering since 
Malaysia’s independence. If these people, 
now asub-minority group, accept this con- 
cept, Malaysia will achieve greater pro- 
-gress In every as- 
pect and we will 
all be authentic 
Malaysians with a 
single national 
identity. 

I can firmly 
E» state that there are 
|| equal opportunities 
in Malaysia regard- 
less of whether 
one is a Malay or 
non-Malay. The 
New Economic 
Policy (NEP) is a 
reasonable piece 
of economic plan- 
ning, and it should 
be looked at from the developmental view- 
point. In the 1980 World Development 
Report produced by the World Bank, 
Malaysia was ranked 24th out of a total of 
90 developing countries. Even taking the 
developed countries into consideration, at 
the end of the 1970s Malaysia's income per 
capita was in the top 37% of the world's 
total population. I firmly believe that the 
NEP to a certain extent played its part in 
this, and thus should be given credit. 





Malaysian Chinatown: 
seeking identity. 





Macau 


Rodney Tasker's remark that the Malay- 
sian Chinese "should put down deeper 
Malaysian roots" clearly shows that he 
does not understand enough about the 
situation. Malaysian Chinese have been 
trying very hard to put down roots, but the 
government keeps wanting to uproot us. It 
continually attempts to annihilate our 
contribution to the development of our 
nation and to wipe out our cultural iden- 
tity. 

Who says we are not assimilated into 
Malaysian life? And who is to dictate what 
Malaysian life encompasses? Eating 
Malay food, dressing in Malay costumes, 
singing Malay songs? Many of us already 
speak Malay perfectly, most of us have 
Malay friends and hardly anyone does not 
eat Malay food as part of the daily diet. 
Above all, almost none of us would con- 
sider China our motherland — except some 
first-generation immigrants, who consti- 
tute a tiny minority within the minority. 

Tasker cited examples of name-chang- 
ing by the Chinese in Thailand and In- 
donesia. Does he know it was the govern- 
ments of these two countries who forced 
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i = 
Because there's more 
to-business trips than ^ 
just business, ье 


designed on the ancient 
Chinese principle of inner 
and outer courts with pleasures 
for the inner and outer man. 
Take Chef Bidou, a chef 
famous in his French Provençal 
region. He has given Singapore 
an outstanding example of 
specialized cuisine. Another 
French touch is the sidewalk 
Café Boulevard. Perfect for 
people watching. Or the favourite 
of the Chinese gourmets, the 
Ming Palace. Or the Jade 
Lounge, lively and sophisticated. 
All in all it’s your kind of hotel. 
On business. Or leisure. 


RING COURT HOTEL 


WHERE BUSINESS MIXES WITH PLEASURE. 
Tanglin Road, Singapore 1024. Telex: RS 21488 MINGTEL. Cable: MINGOTEL. 





e GOODWOOD PARK • YORK HOTEL * MING COURT • LADYHILL * HOTEL MALAYSIA 
wwe Reservations Worldwide: Steigenberger Reservation Service. Australia and Japan: Southern Pacific Hotel 
Corporation. Hong Kong: Cardinal Hotel Booking Service. Jakarta: Sahid Jaya Sales Office 
Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline. 
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You don't have to be a 
word processing expert to use 
a CPT word processor 

As you can see, the control 
buttons are plainly marked in 
simple English. 

Those buttons are on a 
keyboard that is separate from 
the console. So you can move 
the keyboard around to the 
position that suits you best. 

And the console that the 
keyboard sits in front of features 
a simple black-on-white display 
screen. It looks just like a sheet 
of paper, to be easy on the eyes 

After switching from a 
typewriter, many typists soon 
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double their output with a CPT we're as easy to talk to as our 


word processor. 

But a CPT word processor 
can also handle tasks impossible 
on an ordinary typewriter—or 
on an ordinary word processor. 

It can sort files. Rearrange 
lists. Prepare budgets. Handle 
payroll. Perform calculations 
automatically. Even tie in to your 
mainframe computer 

In the last 10 years, CPT 
has installed 
over 50,000 
systems in 60 
countries. 






LC 
company. 


word processors. 


] Send for our free booklet: How 
| Zo Get Into Word Processing— 
[А Step At A Time" Packed with 
| | useful advice and information 
Mail to: CPT Corporation, C/O 
Davidson and Partners Ltd., 
PO. Box K-1017, Kowloon, Hong Kong 
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ship? To me that is ап infringement of 
human rights. Even so, to apply for any- 
thing official, to register for any statutory 
requirement, a Malaysian is always re- 
quired to state his race. After 10 genera- 
tions of “Hussein bin Nasir” or the like we 
would still be Chinese. 

Given the oppressive policies against 
the Chinese in Malaysia, it is not surpris- 
ing that some have chosen to emigrate. 
Many do so for the future of their chil- 
dren. It may be true that most of the 
16,864 emigrants since 1957 are Chinese, 
but that only represents 0.3% of the 
Chinese population, and it is spread over 
26 years! The remaining 99.7% want to 
show allegiance and loyalty. 

It is the attitude of the government and 
the politicians, not the Malays or the 
Chinese, that obstructs peaceful coexis- 
tence and co-prosperity of the two races. 
Because of the government’s inability to 
solve the problem of economic inequality 
among the Malays (one only has to see the 
extravagance of the nouveaux riches and 
the hardship of the poor of that race) we 
Chinese have been sought out as 
scapegoat. 

As for the question of roots, we are as 
deeply rooted as fruit-trees, but we are 
treated like weeds. 

Johor Baru ‘PATRIOT 


Mamut maligned? 


Jeffrey Segal, in his article An eroding 
asset іп a wasted landscape (REVIEW, 
Apr. 14], made some very serious errors 
and omissions resulting in a very distorted 
presentation of the Mamut copper mining 
operations. To say that there are no spin- 
off industries, supporting infrastructure or 
long-term financial benefits is not at all 
correct. 

The “mile-wide gash in the mountain 
side,” as he calls it, will — through to 
1991 — generate M$2.5-3 billion in sales and 
foreign exchange, give direct employment 
to and train hundreds of local engineers 
and technicians, contribute some M$4-600 
million in state royalties, help develop a 
booming community in Ranau, leave be- 
hind miles of new and improved roads, 
heavy-duty bridges and a port at Usukan 
Bay, Kota Belud. Most countries would 
wish there were more square miles as pro- 
ductive as this within their own bound- 
aries. 

True, there may not be a copper smel- 
ter, but then not every mine can support 
one. The second smelter feasibility study 
financed by the company at a cost of M$1 
million in 1981 was done by an indepen- 
dent European firm of consultants 
selected by the government. Although the 
company participated in its analysis, it was 
the government which decided against it 
because there are other, more important 
priorities. 

Ore reserves are normally categorised 
as proven, probable or possible. Depend- 
ing on prevailing metal prices, cost trends 
and drilling results, probable and possible 
reserves can be, and are, periodically up- 
graded to proven, thus extending mine 
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DO YOU KNOW ABOUT 
THE NORTHERN TERRITORY? 


It is worth considering the 
Northern Territory as a place 
to invest to take advantage of 
its proximity to Asia. 






























We have; 

Natural resources 

Land one sixth of 
Australia. Minerals 
Proximity to Asia 

Strong ties and relations 
with Asia Developing trade 
patterns with Asia Stable 
Government 

Rapid Growth 
Sophisticated business 
structure 


We need; 
Entrepreneurs 

Export oriented industries 
Technology and skills 
Capital 

Joint ventures and partners 
for development and 
exploration 


PAUL EVERINGHAM 
CHIEF MINISTER 


DID YOU KNOW 
THE NORTHERN TERRITORY 


IS ONLY % (HALF) 
THE DISTANCE 

- TO YOUR OTHER 

ў AUSTRALIAN MARKETS? 


4 WORTHERN TERRITORY DEVELOPMENT CORPORATION 
i G.P.O. BOX 2245 DARWIN 

NORTHERN. TERRITORY 5794 AUSTRALIA 

TEL. 089 89 4211 

TELEX: DEVCOR AA 85397 
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purchases of equipment, spare parts, and 

chemical, Gee ANE idiscrminately) 

from parent and. associate companies in 
Japan. These materials are not necessarily 
the best or competitively priced. In fact, 
many are new products and Mamut is the 
first place they are tried. The performance 
data are meticulously gathered and fed 
back to the parent companies; improved 
products will come again in due course. 

In the meantime, Mamut is making a 
loss. In fact, the accumulated loss reached 
M$86 million in 1982. It is not justifiable 
to blame this on poor metal prices in 1982, 
and on the recession. Actually Mamut in- 
curred most of its losses during 1975-79. 
During this period, metal prices were 
favourable and nearby copper mines were 
making good profits. For example, 
Bougainville in Papua New Guinea, with 
four times Mamut’s capacity, made pre- 
tax profits of M$1.4 billion in 1975-79. 

The company’s reluctance to spend any 
money on further exploration or a feasibil- 
ity study for a smelter is a clear indication 
that the present management does not 
harbour any intention of staying longer 
than is necessary. This is fortunate for 
Sabah, because there are still 95,5 million 
tonnes of possible ore lying deeper in the 
pit after 1991. 

Moreover, there are now so many cop- 
per mines in the Asean and Pacific region | 
that it would not be too difficult for Malay- 
sians, with the assistance from these re- 
gions, to take up the challenge of running 
a copper mine on their own. 

Kota Kinabalu 'MAMUT ENGINEER’ 
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Betting on a winner 

With your headline, Betting on a loser 
(REVIEW, Mar. 3), you give credit to the 
propaganda for Hanoi's policy of per- 
petuating the Vietnamese occupation of 
Cambodia, while insulting the nationalis- 
tic freedom fighters for the liberation of 
Cambodia and their backers. Such propa- 
ganda emanates from the master of shady 
Vietnamese trickery, Foreign Minister 
Nguyen Co Thach, or from his puppet, 
Hun Sen, who knows nothing more than 
to repeat tirelessly like a parrot all dic- 
tated pro- Vietnam statements. 

With regard to the statements made by 
the retired American diplomats and scho- 
lars who visited Cambodia, the absence of 
a full text made any partial comment ten- 
dentious. But I do not think the per- 
sonalities in the group, as citizens of the 
greatest nation of the free world, would 
allow themselves to support Vietnamese 
violations of Cambodia's independence. 
It would be the complete opposite of what 
the United States was built on. 

They did emphasise the fragility and 
vulnerability of Cambodian non-com- 
munist resistance due to the lack of mate- 
rial and ammunition. But even scantily 
armed, Cambodians will keep on fighting 
against foreign aggressors and colonisers, 
as it is our right to recover something 
which was and always will be rightly ours. 

PHEACH SREY 
President, Free Cambodia Inc. 
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New factors have entered the Cambodia equation, principally 
u the much publicised withdrawal of a contingent of Vietnamese 
еко the country and increasing signs of flexibility from 
the an frontline state, Thailand. Diplomatic correspondent 
Nayan Chanda examines the new Thai posture, which arose 
from an off-the-cuff Hon statement by Foreign Minister 


Siddhi Savetsila. Meanw 


ile, Paul Quinn-Judge reports from 


Phnom Penh on another new factor, the increasing number of 
Vietnamese settlers in Cambodia, and on the role of resistance 
leader Prince Norodom Sihanouk. And Francois Nivolon inter- 
„views Phnom Penh's Foreign Minister Hun Sen Pages 14-19. 
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China looks more realistically at 
Stalinism. Meanwhile, its media 
take a less rosy view of the 
country — and its airline is forced 
to look hard at itself. 


Pages 32-34 

A security scandal may have 
ended Australian Prime Minister 
Bob  Hawke’s post-election 
honeymoon. And a security leak 
means he will face tough ques- 
tioning when he visits Papua New 
Guinea. 
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A massive en- 
gineering pro- 
gramme is under 
way to bring new 
life and prosperi- 
ty to one of India’s 
most desolate 
areas. 
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Pages 50-51 
Political trouble looms in India’s 
Bihar state — and the nation 
faces another problem: growing 
drug abuse. 


Pages 82-83 

Indonesia is forced to postpone 
major industrial projects in a bid 
to shore up its balance of pay- 
ments. | 


Раде 84 > 
Long thought of as protectionist, 
Japan’s Ministry of International 
Trade and Industry is now trying 
to attract foreign investment to 
areas outside Tokyo. М 


Page 86 

Japanese businessmen say they 
are confident of Hongkong's fu- 
ture as a financial centre. Y 
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without 
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Vietnam's economic picture is 
me ere, but is still obscured by 
political argument. 


Pages 98-100 

The World Bank pro s a new 
form of funding for Папа, but 
there are fears that changes. 
suggested may be impracticable. 


Page 104 

The yen surges again — but 
things will not be as wild as they 
were in 1982. 


Page 114 
India's industrial families fear an 
influx of overseas capital. 


Page 116 
A fading Echo has a message for 
Malaysia's Tan Koon Swan. 
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. Lesotho became the second 
= African nation this year — the 
first was Ivory Coast — to 
switch diplomatic relations 
— from Taipei to Peking. The ac- 
- tion by the southern African 
— state leaves three countries on 
= that continent — Malawi, 
_ Swaziland and South Africa — 
- with official ties with Taiwan. 
— While Taipei has lost the al- 
— legiance of the two African 
- states it has also gained rela- 
tions with two countries, 
- Dominica and the Solomon Is- 
lands, and still has diplomatic 
— links with 23 countries. The es- 
` tablishment of diplomatic ties 
` between Maseru and Peking 
. came during an official visit to 
.. China by Lesotho Prime Minis- 
` fer Leabua Jonathan. 
4 — ANDREW TANZER 


. Hongkong editor 
__ А Peking court has sentenced 
.— Lo Cheng-hsun, former editor 
of the pro-Peking Hongkong 
. newspaper New Evening Post, 
. to 10 years imprisonment on 
` grounds of spying for the Unit- 
. ed States. Lo, who pleaded 
guilty and waived his right to 
| appeal, was arrested while 
_ travelling in China a year ago. 
His disappearance caused a 
~ sensation among Chinese-lan- 
. guage newspaper circles in 
Hongkong. As a citizen of 
. China who had been resident in 
Hongkong for :decades, Lo 
could claim no British protec- 
tion. He allegedly received 
regular payment for intelli- 
gence on Chinese political, dip- 
- lomatic and military affairs. 
— DAVID BONAVIA 
Indian troop movements 
worry Bangladesh 
India has deployed three addi- 
tional battalions of its Border 
— Security Force (BSF) along the 
_ border with Bangladesh, and 
. this has created some uneasi- 
ness in Dhaka, informed 
Sources said. Publicly, 
Bangladeshi authorities have 
` described the move as an In- 
dian internal affair, But the 
Foreign Ministry has asked its 
high commissioner in New 
Delhi for a detailed report. 
The director-general of the 
BSF has argued that the force 
along the border has to be 
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strengthened in order to check 


infiltration from Bangladesh 


into the adjoining Indian state 
of Assam. Bangladesh does not 
accept this reasoning. A 
Foreign Ministry official has 
been quoted as saying that no 
Bangladeshi citizens are enter- 
ing India illegally. Besides, he 
said that if India was worried 
about infiltration into Assam, 
why were two of the three BSF 
battalions posted along the 
West Bengal-Bangladesh bor- 
der and not along the Assam 
border? —S. KAMALUDDIN 


Ghazali handed over 
controls before crash 


"The inquest into the crash in 


January last year of a light air- 
craft carrying Malaysian 
Foreign Minister Tan Sri Gha- 
zali Shafie and two companions 
has been told that the minister 
was at the controls until shortly 
before the Cessna 206 crashed 
into a hillside. 

The companions, flight in- 
structor Verghese Chacko and 
bodyguard Charom Daam, 
were killed in the crash, while 
Ghazali escaped with bruises. 





Ghazali: uncomfortablo, "ee 


According to early testimony 
at the inquest, Ghazali, who 
was flying to his constituency 
from Kuala Lumpur, handed 
over the controls of the aircraft 
about five minutes before it 
crashed. 

The minister said he handed 
over to Chacko because he was 
not comfortable with the flight 
plan. A senior government of- 
ficial later testified that pilot 
error was the cause of the 
crash, which occurred when 
the aircraft was flying through 
clouds. He said a four-month 
probe had ruled out mechani- 
cal failure and had established 
that Ghazali was possibly at the 
controls almost until the last 
moment. —K. DAS 
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The Singapore Government is 
issuing S$6.15 billion (US$2.94 
billion) worth of bonds this 
month to fund development 
expenditure. The issue, the 
largest government bond offer 


to date, comprises two 
tranches: S$150 million three- 
year taxable bonds and S$6 bil- 
lion 20-year tax-free bonds. 
The Monetary Authority of 
Singapore said the short-term 
bonds will be issued on tender 
to the highest bidders while the 
long-term ones will mostly be 
offered to the Central Provi- 
dent Fund (CPF) at par. The 
coupons on the three-year and 
20-year bonds are 5.5% and 
6.25% respectively. Market 
sources estimate some 90% of 
the issue is likely to be taken up 


by the CPF. 
— У. G. KULKARNI 


Thai belts to remain 
tight under Sommai 
Thailand's fiscal-austerity po- 
licy of the past two years is 
likely to be continued under 
conservative and stability-con- 
scious Finance Minister Som- 
та Hoontrakul, who was re- 
appointed to the job on May 7. 
At the same time, important 
gas-based industries along the 
country’s eastern seaboard 
such as petrochemicals and a 
fertiliser complex, which are 
now at the planning stage, are 
assured of continuity under re- 
appointed Deputy Industry 
Minister Chirayu Issarangkoon 
na Ayutthaya. 

Sommai and Chirayu are 
among the non-partisan 
technocrats re-appointed by 
Prime Minister Prem Tin- 
sulanond. 

— PAISAL SRICHARATCHANYA 


South Korean giants 
face loan limits 
Many of South Korea's largest 
corporations including 
Daewoo, Hyundai and Sam- 
sung — will no longer be free to 
raise overseas financing with- 
out the central bank's prior ap- 
proval. The new policy deci- 
sion by the Bank of Korea, an- 
nounced on May 14, reflects 
the government's concern over 
mounting overseas debt incur- 
red by some 20 conglomerates. 
The central bank said the 
private sector's overseas bor- 
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rowings, mostly guaranteed by 
their principal domestic banks, 
have reached some US$6 bil- 
lion. The central bank’s move 
also stemmed from a revised 
banking law under which no 
local bank is allowed to lend 
more than 25% of its assets to a 
single client firm or group. 


— SHIM JAE HOON 
Manila's development 
bank raises a club loan 


The Development Bank of the 
Philippines, wearing its new 
cloak as a wholesale bank, has 
successfully gone to the market 
with a US$100 million club- 
style loan. Asia Pacific Capital 
Corp., a Citibank unit, Bank- 
ers Trust Asia, Chase Manhat- 
tan Asia, Chemical Asia and 
Standard Chartered Ltd ag- 
reed to carry the loan, but at a 
price. The eight-year facility 
(with four years' grace) is the 
most expensive government- 
guaranteed loan Manila has 
raised recently. 

Its spread is either 1.125 
points over the London inter- 
bank offered rate or 0.75 of a 
point over the United States 
prime rate (compared to 0.875 
and 0.5 of a point respectively, 
on the previous government 
borrowing) and has a “cap” of 
1.7 points as opposed to 1.6 
previously. When the prime 
rate exceeds 90-day certifi- 
cates of deposit (CD) rates by 
the cap amount, the cheaper 
CD rate replaces prime as the 


base. — GUY SACERDOTI 
Sumitomo sets up a. 
London funding ity 


Sumitomo Bank and 16 foreign 
partners have agreed to set up a 
US$400 million, five-year cer- 
tificate-of-deposit (CD) facility 
in London. Sumitomo said it 
was the first Japanese bank to 
arrange such a facility and that 
the amount to be provided by 
the CD facility was the largest 
involved in any Japanese 
bank's single fund-raising op- 
eration. The agreement, ar- 
ranged- by Citicorp and 
Sumitomo Finance Interna- 
tional, the bank's merchant- 
banking arm, was settled at 
0.25 of a point below the Lon- 
don inter-bank offered rate. 
Japan's Ministry of Finance 
recently announced new 
guidelines governing long-term 
asset/liability ratios and 
Sumitomo’s new facility is a 
move to meet these require- - 
ments. کب‎ 7 
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PROMOTION TIME 
About 15 Chinese advisers 
rmanently stationed at Phum 
mey, a Cambodian village near 
the Thai border now serving as 
jungle headquarters of the anti- 
Vietnamese Democratic Kampuchea 
coalition, have been given authority 
to take direct command of Khmer 
Rouge troops. One of the advisers, 
identified as Sai Hong, replaced 
veteran Khmer Rouge cadre Mitr 
Thon as commander of the Khmer 
Rouge division (about 3,000 
uerillas) operating around Phum 


ey and the nearby Phnom Milai 
mountain strongholds. 


STILL AT SQUARE ONE 

After three rounds of fruitless talks 
between China and India on their 
border dispute, Indian officials have 
told their superiors that no 
breakthrough appears possible if the 
talks continue at their current level. 
The officials have reported that a 
significant advance in the dialogue’ 
could occur only if the talks were 
held at the ministerial level. The 
fourth round of talks is due to be 
held in New Delhi late this year. 


MORE, PLEASE 

Less than a month after the World 
Bank approved a second structural- 
adjustment loan (SAL) of US$302.5 
million for the Philippines, Manila’s 
technocrats are already talking 
about negotiating a third. The bank 
is satisfied that tariff liberalisation, 
investment incentives and energy 
use are being restructured according 






AUSTRALIA 

Prime Minister Bob Hawke announced 
that a judicial inquiry will be held into the 
country’s security services. Foreign Minister 
Bill Hayden lodged an official protest in Paris 
against continued French nuclear testing in 
the Pacific (May 12). 


CAMBODIA 

About 60% of children in the Cambodian 
countryside are malnourished, according to a 
United Nations report (May 11). 


CHINA 

General Secretary Hu Yaobang arrived in 
Yugoslavia on an official visit (May 10). Deng 
Xiaoping retired from the National People’s 
Congress and the Chinese People’s Political 
Consultative Committee. it was reported. 
Domestic air travel was sharply restricted in 
the wake of the hijacking of an airliner to 
South Korea, sources said (May 11). Two 
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to plan, and is thus willing to WE ie 
the suggestion that it should help the 
government take a hard look at the 
Philippines' agricultural sector. 
Credit for farmers, pricing policies 
and land efficiency will be the main 
elements of the study, which will 
dominate the July 6-8 aid conference 
on the Philippines chaired by the 
bank and held in Paris. The 
government hopes the third SAL 
can be negotiated by the end of the 
year, with thé amount remaining 
about the same as the present loan. 


A NEW HOME IN MOSCOW 


According to reliable diplomatic 
sources in Phnom Penh, Pen Sovan, 
the disgraced Cambodian 
communist party secretary-general, 
is currently living in Moscow. Sovan 
fell from power in December 1981 
because of his conflict with Hanoi 
over the question of Vietnamese 
settlement in Cambodia, his attempt 
to play the Soviets off against the 
Vietnamese and personality clashes 
with some of his party colleagues, 
Officially his removal has been 
explained by the state of his “mental 
health.” It is not clear whether 


weeks of rain, hailstorms and tornadoes killed 
more than 300 people, Hunan provincial offi- 
cials said. China gave Yugoslavia a US$150 
million short-term loan; sources in Belgrade 
said (May 12). China and Lesotho established 
diplomatic relations (May 14). The former 
editor of a Hongkong leftwing newspaper, Lo 
Cheng-hsun, was jailed for 10 years for spying 
for the United States. A Shanghai court sen- 
tenced two people from Hongkong and two 
from Shanghai to prison terms ranging from 
five to 15 years on charges of spying for 
Taiwan, a Shanghai newspaper reported. 
Pakistan Foreign Minister Yaqub Khan ar- 
rived on an official visit (May 15). China and 
Lesotho signed an agreement on technical 
and economic cooperation (May 16). 


INDIA 

External Affairs Minister P. V. Narasimha 
Rao held talks with Soviet First Deputy Pre- 
mier Ivan Arkhipoy in New Delhi (May 13). 
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Sovan is permanently in exile in (ће 


Soviet Union or biding his time, like 
the present Afghan ruler Babrak | 
Karmal, who spent several years as 
a political exile in the Soviet Union 
before returning to Kabul. 


HIGH POWER IN HAINAN 

A high-powered team of Chinese 
bureaucrats has been sent to Hainan. 
island to draft development schemes - 
there. They include a delegation 
from the Civil Aviation 
Administration of China, China's 
civil airline, to study the question of 
opening a tourist air route from 
Canton to Sanya, in the far south, 
via the capital, Haikou. Other 
ministers and vice-ministers have 
visited the island to carry out 
investigation and planning for 
development projects. 


PLAYING HARD TO GET 


Repeated attempts by Thailand's 
Internal Security Operation 
Command to persuade nearly 300 
communist insurgents in the 
country's lower northeast region to 
surrender have achieved little 
success. The group, which belongs 
to the underground People's 
Liberation Army Operational Zone 
207, has demanded that the 
government abrogate the 
longstanding Anti-Communist Act 
and declare amnesty for all political 
detainees. These are stiff demands, 
but there is an incentive for the Thai 
military to accept: Zone 207 is the 
last significant insurgent group left 
in the jungle in the northeast. 





JAPAN 


The trial of former prime minister Kakuei — 


Tanaka on charges of accepting bribes re- 
sumed (May 11). 


TAIWAN 
Taiwan severed diplomatic ties with- 
Lesotho (May 15). 


THAILAND 

National security chief Sqdn-Ldr Prasong 
Soonsiri charged that Vietnam had intro- 
duced fresh troops into Cambodia to replace 
those said to have withdrawn recently (May 
13). 


VIETNAM 

Vietnam labelled as malicious fabrication 
charges by Thailand's security chief that Viet- 
nam had introduced fresh troops to replace 
those withdrawn from Cambodia recently 
(May I5). | 
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Signs of softening by Thailand may change the Cambodia equation 


Subtracting the ICK factor 


By Nayan Chanda 


Bangkok: The announced decision of 
newly reappointed Thai Foreign Minister 
Siddhi Savetsila to show flexibility in deal- 
ing with the Vietnamese in Cambodia has 
added a new factor to the deadlocked In- 
dochina equation. And in a significant 
departure from its earlier position, Thai- 
land has dropped its habitual reference to 
the United Nations July 1981 Interna- 
tional Conference on Kampuchea (ІСК), 
saying instead that it is ready to discuss the 
Cambodia problem with Vietnam if the 
latter withdraws its troops 30 kms from the 
Thai-Cambodia border. 

Addressing an election rally on April 
17, Siddhi, then a candidate of the Social 
Action Party, announced that he would go 
to Hanoi to discuss the Cambodia ques- 
tion if the troop withdrawal condition was 
met. This off-hand election statement sub- 
sequently took on a life of its own after 
Siddhi won an impressive victory at the 
polls last month and was reappointed 
foreign minister. And then on May 7, the 
official Vietnam newsagency published an 
interview with Vietnamese Foreign Minis- 
ter Nguyen Co Thach in which he referred 
to past Indochinese proposals about en- 
suring security along Cambodia's border 
with Thailand, and announced his readi- 
ness “to examine every [border-security] 
proposal of other countries.” Thach also 
reiterated a standing invitation to Siddhi 
to visit Hanoi. 

In a newspaper interview on May 9, Sid- 
dhi said that he would adopt a *more flexi- 
ble" policy towards Indochinese states. 
He said: "We respect the legitimate in- 
terests of Vietnam, and we hope that 
Hanoi will be ready to help bring about a 
peaceful political settlement to the Cam- 
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bodian problem." The next day the Thai 
Foreign Ministry made a statement 
clarifying Siddhi's proposal and putting its 
official stamp on it. Should Vietnam 
agree to withdraw its forces 30 kms from 
the Thai-Cambodia border as a “confi- 
dence-building measure," the statement 
said, the minister would travel to Hanoi 
for talks on Cambodia with Vietnamese 
leaders. 

While the Foreign Ministry took pains 
to underline that Siddhi's proposal was 
consistent with a UN resolution calling for 
the establishment of safe areas in western 
Cambodia, and that Thailand was ready to 
work for the total withdrawal of foreign 
forces from Cambodia and the restoration 
of the right of the Cambodian people to 
self-determination through | UN-super- 
vised elections — as specified by the ICK 
— the statement was conspicuous in its si- 
lence on ICK itself. 


44 "he word ІСК has become such a 

sacred cow that its absence really 
strikes you,” said one European observer. 
After an abortive proposal by Malaysian 
Foreign Minister Tan Sri Ghazali Shafie 
for talks on Cambodia between Asean on 
the one hand and Vietnam and Laos on 
the other, Asean foreign ministers issued 
a statement in March in which the ICK 
was invoked twice to reassure the world 
that the organisation was not deviating 
from the UN framework for settling the 
Cambodia question. At the time, at least 
one senior Asean leader privately expres- 
sed his frustration over the ritualistic re- 
ference to the ICK, which he saw as a red 
flag waved at the Vietnamese bull. Even 
hardline Singapore Foreign Minister S. 





Dhanabalan told the REVIEW then that 
the ICK was not the last word on the sub- 
ject. "It is a starting point for negotia- 
tions" (REVIEW, Apr. 14). More than a 
month after the uproar over Ghazali's in- 


.itiative, Thailand now appears ready to 


seek a Cambodia solution similar to the 
one embodied in the UN resolution, but 
without the near-religious significance the 
ICK has assumed. 

Observers here familiar with Thailand's 
earlier tough position on Cambodia are 
puzzled and divided over the meaning of 
Bangkok's new "flexibility." China ini- 
tially indicated its disquiet by keeping the 
Siddhi proposal out of its media until pub- 
lication of the Foreign Ministry clarifica- 
tion. Chinese. Ambassador to Thailand 
Shen Ping called on Siddhi on May 12 to 
seek clarification. "After we explained to 
him [Shen] what we are trying to do," said 
a Thai Foreign Ministry source, “he ex- 
pressed understanding. The ambassador 
also told us China would soon make its 
support public.” 

What the Thais expect to achieve by this 
offer is a subject of speculation. Siddhi 
made the off-the-cuff election proposal, 
said one Western analyst, “because he was 
getting tired of being “Mr No.’ All the 
time, the Vietnamese come out with their 
pseudo-reasonable proposals and Thai- 
land, the frontline state, has to turn them 
down.” A high Foreign Ministry source 
concurs with this analysis. “Everybody — 
the Australians, the French — just about 
everybody is calling on us to be flexible," 
said a senior Thai official with some exasp- 
eration, “so Siddhi said, "We will talk to 
you [the Vietnamese]. Show your sincer- 
ity by pulling back your forces 30 kms 


MAY 26, 1982 e FAR EASTERN ECONOMIC REVIEW 





from the border.” This would put the Thai 
border out of the range of Vietnamese 130 
mm guns.” 

Every wet season the Vietnamese pull 
back from the border area, and the Thai 
official would not completely rule out the 
possibility of a 30-km withdrawal with the 
coming wet season. However, he said he 
thought it was highly unlikely that the 
Vietnamese would evacuate important 
positions such as the town of Poipet or the 
strategic high ground they hold in Koh 
Kong, bordering Thailand's Trat pro- 
vince. And the official stressed that Siddhi 
would go to Hanoi only after all Vietnam- 
ese forces had been unilaterally with- 
drawn. 

Even if Vietnam complies with Thai- 
land's precondition for talks and Siddhi 
goes to Hanoi, the official points out that 
there will not be a dialogue because "the 
Vietnamese want to talk about bananas 
and we want to talk about apples." The 
Vietnamese want to talk about the ques- 
tion of security along the Thai-Cambodia 
border because in their view that is the 
only Cambodia problem. They are bound 
to raise the issue of resistance activities 
along the Thai border — a subject that 
Bangkok will not discuss until a total Viet- 
namese troop withdrawal from Cambodia 
and the setting up of an independent Cam- 
bodian government is achieved. 

"As for us," the Thai official said, 
"Vietnamese withdrawal from the border 
area is only a test of Vietnamese sincer- 
ity.” The topic of discussion, he said, 
should be total Vietnamese withdrawal 
from Cambodia and self-determination 
for the people of Cambodia. And the offi- 
cial is convinced that Vietnam is not yet 
ready to talk on those basic issues. 

This interpretation makes Siddhi's offer 
look not so much like a new sign of flexi- 
bility, but more like a bluff to regain dip- 
lomatic initiative. However, some dip- 
lomatic observers fear that the Vietnam- 
ese may well call the bluff by withdrawing 
the troops 30 kms from the border, 
thereby drawing Thailand into a highly 
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publicised dialogue with Vietnam or, al- 
ternatively, demonstrating Thai insincer- 
ity should Siddhi back off from visiting 
Hanoi. 

After years of unsuccessful efforts to get 
Thailand to talk about security along the 
Thai-Cambodia border, Hanoi now seems 
to have seized the Siddhi proposal as the 
long-awaited opening wedge. “I won't be 
surprised," said one veteran Vietnam 
watcher, “if the Vietnamese called Thai- 
land's bluff, made a reluctant Siddhi visit 
Hanoi and then gave him high-visibility 
red-carpet treatment to tell the world that 
with the reopening of a Thai-Vietnam 
dialogue, a regional solution to the Cam- 
bodian problem would soon be at hand." 
Even if Siddhi sticks to his guns and no 
progress is made, says the analyst, Hanoi 
could still make use of the visit to relieve 
pressure for an ICK-based solution. 


Hs some Asean and East Euro- 
pean diplomats detect a genuine shift 
in Bangkok’s position. One well-placed 
Asean source said that Siddhi is tired of 
criticism from some Asean quarters that 
Thailand is getting too involved with the 
Chinese strategy of bleeding Vietnam 
over the long term — a strategy Bangkok 
says it does not endorse. He said some ele- 
ments in the Thai army may go along with 
the Chinese in helping Khmer resistance 
forces as a cheap way of keeping the Viet- 
namese off balance in Cambodia, thus 
helping to assure Thai security. Siddhi and 
many others in the military are keen to 
have a solution that brings peace and satis- 
fies both Thai and Vietnamese security in- 
terests. 

In any case, whatever Siddhi does, he 
does not want his actions to be viewed as a 
bilateral move involving only Thailand 
and Vietnam. If and when he visits Hanoi, 
he would do so as an Asean representa- 
tive, and that could happen only after he 
has held consultations on the matter with 
his four Asean counterparts — probably 
at the annual Asean foreign ministers" 
meeting scheduled for late June in 
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Thach, Vietnamese tankmen leave Phnom Penh: Hanoi seizes a chance. 


Bangkok. He would also discuss at that 
time any Hanoi visit with representatives 
from the United States, the European 
Economic Community, Japan, Canada, 
Australia and New Zealand. 

A significant school of thought in the 
Thai army thinks that the principal threat 
to Thailand is not a Vietnamese invasion 
of the country, but Vietnamese-backed 
communist subversion. In order to face 
that threat better, the argument goes, 
Thailand should turn its attention inward 
and away from the border. One exponent 
of this line, Lieut-Gen. Harn Linanond, 
Fourth Army Region commander, said in 
a TV interview on May 14 that Vietnam 
would not invade Thailand but cautioned 
Thailand not to get involved in the Cam- 
bodia problem, thereby provoking the 
Vietnamese. 

Some other Asean sources point out 
that the inclusion into the new cabinet of 
the Democratic Party, led by Pichai Rat- 
takul, and the National Democracy Party 
of former premier Kriangsak Chomanan 
is likely to influence the new government's 
approach to Indochina. As the foreign 
minister of a previous Thai government, 
Pichai once visited Hanoi in an attempt to 
normalise relations with Vietnam and. 
even out of power, he has taken a keen in- 
terest in the Indochina problem. A be- 
liever in dialogue as a means of settling the 
Cambodia problem, Pichai held private 
talks in 1981 with Thach in Paris. During 
his election campaign. Kriangsak called 
for a more realistic and flexible approach 
to Cambodia. 

East European sources say that in the 
Vietnamese analysis of the Thai situation, 
which the sources share, there are positive 
developments. According to this analysis, 
the US is unhappy to see Thailand's 
deepening involvement with China and is 
prodding Thailand towards a negotiated 
settlement involving a coalition govern- 
ment in Phnom Penh which would include 
Prince Norodom Sihanouk, head of the 
Democratic Kampuchea coalition. 

The Vietnamese also reportedly believe 
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the Phnom Penh regime 


By Frangois Nivolon 
Phnom Penh: While Asean is still at 
loggerheads with Vietnam over the pre- 
sence of Vietnamese troops in Cam- 
bodia, Cambodian Foreign Minister 
Hun Sen has outlined details of pro- 
posed talks on the Cambodia situation be- 
tween three Asean states and Vietnam 
and Laos. 

“We ought to deliberate together with 
the Asean countries in order to eliminate 
all obstacles to peace and stability in the 

ion,” Sen said in an interview with 
the REVIEW. “We, the three countries of 
Indochina, have no intention to raise 
either the problem of the American 
bases in the Philippines or the problem 
of East Timor if Asean shows itself 
realistic. We are firmly prepared not to 
raise questions that could create obsta- 
cles to the restoration of peace and sta- 
bility in Southeast Asia. 

“Concerning talks between countries 
representing on the one side, Asean — 
Malaysia, Singapore and Indonesia — 
and on the other side, Indochina — Viet- 
nam and Laos — we do agree to them for 


the present and for the future. But if, 
eventually, conversations could be held 
between the five countries of Asean and 
the three of Indochina, we would act in 
such a way that the representation of 
Kampuchea in these conversations 
would not create a problem. 

: "We are aware that Asean countries 
do not want to talk to our government 
because they fear that our presence to 
conversations would constitute a de 
facto recognition of our regime. This 
is why Kampuchea is willing to make 
а sacrifice in order to suppress 


an obstacle to a dialogue. We shall 














that an influential section of the Thai army 
has been assured of US support and would 
be willing to resist Chinese pressure. By 
encouraging Thailand to flout China and 
seek a negotiated settlement with Viet- 
nam, the argument goes, the US would 
also signal to China that it was prepared to 
endure difficulty in a vital area of its in- 
terest if Peking continued its current anti- 





US posture. 

One Western observer described such 
analysis as disinformation to sow con- 
fusion within Asean. But if the Vietnam- 
ese do see the situation developing in their 
favour, they may well take up Siddhi's 
proposal and invite him to Hanoi. 

While no hard facts are offered to sup- 
port the Vietnamese analysis, one East 
European source pointed to Vietnamese 
nonchalance over the fact that Malaysian 
Ambassador to Thailand Datuk Shahud- 
din Mohamed Taib recently became the 
first Asean envoy to present his creden- 
tials to Sihanouk. Senior Vietnamese offi- 
cials reportedly described the move as 
aimed at boosting Sihanouk's image 
against that of the Khmer Rouge, one of 
the three coalition factions, and thus they 
did not see it as particularly objectionable. 
Of the three coalition partners, the Viet- 
namese are most strongly opposed to the 
Khmer Rouge. Ghazali also noted with 
satisfaction that even after the posting of a 
Malaysian ambassador to the coalition 
government, the Vietnamese still invited 
Malaysia to hold talks on settling the Cam- 
bodia problem. 

Meanwhile, the Malaysian decision to 
present diplomatic credentials to the coal- 
ition seems to have created some unease 
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Sen: willing to sacrifice. 





within Asean. Informed sources told the 
REVIEW that in early April, when Ghazali 
suggested that all Asean countries present 
credentials to Sihanouk when the prince 
toured the Thai-Cambodian border later 
that month, Indonesia and Singapore 
sharply rejected the idea. Thailand also 
declined, saying the moment was inoppor- 
tune. 

Despite this opposition, Ghazali in- 
structed Shahuddin to present his creden- 
tials to Sihanouk during the April border 
visit. Sources said that for reasons that re- 
main unclear, the Malaysian minister also 
told the ambassador to be the first among 
other countries’ envoys to present his cre- 
dentials. According to a previous plan, 
Bangladesh's ambassador was to have 
presented his credentials first. He was to 
be followed by the Chinese ambassador to 
Thailand, the North Korean ambassador 
to Burma and then the Malaysian envoy. 
In the end, Sihanouk received the Malay- 
sian ambassador first — thus giving him 
the dubious distinction of being doyen of 
the diplomatic corps in “liberated” Cam- 
bodia. 

Indonesian Foreign Minister Mochtar 
Kusumaatmadja said that his country 


be represented by Vietnam and Laos. 


“My opinion is that talks should be 
held on the basis of the resolution issued 
at the non-aligned movement meeting at 
New Delhi." (This resolution asked for 
"a comprehensive political situation 
which would provide for the withdrawal 
of all foreign forces, thus ensuring full 
respect for the sovereignty, inde 
dence and territorial integrity of all 
states in the region, including Kam- 
puchea." The New Delhi declaration 
also affirmed the right of the Cambodian 
people to determine their own destiny 
free from foreign interference and coer- 
cion.) 

“As to the agenda," Sen continued, 
"we are contemplating two formulas: 
[first] a preliminary meeting between 
representatives of the two groups of 
countries to discuss the agenda on the 
basis of equality. By equality I mean that 
if Asean is raising a question, the In- 
dochina countries will agree to discuss it 
and vice versa; [secondly] an open 
agenda. We entrust to the Asean states 
to choose the formula that suits them. 

“But talks, I repeat, could be held as 
well between representatives of Asean 
— Malaysia, Singapore and Indonesia — 
and of Indochina — Vietnam and Laos 
— as well as between the five states of 
Asean and the three of Indochina." 


would *be careful in appointing a repre- 
sentative to Cambodia." A Singapore 
Foreign Ministry official was quoted as 
saying that there was no plan by Singapore 
to follow the Malaysian action. A Thai 
Foreign Ministry source said Thailand, 
which was already giving as much help as it 
could to the Cambodian coalition, did not 
deem it necessary at this stage to establish 
formal diplomatic ties with the coalition or 
allow it to open a mission in Bangkok. 

Malaysia's motive in becoming the only 
Asean country to formalise diplomatic ties 
with the coalition, which is more a notion 
than a government, remains unclear. 
While some Asean sources see it as an at- 
tempt to take the lead in solving the Cam- 
bodia problem, others say the move was 
taken to follow through on the Malaysian 
initiative made in New Delhi to open an 
Asean-Vietnam dialogue. That attempt 
brought Malaysia criticism from its Asean 
partners. 

However, a source familiar with Malay- 
sian thinking on Cambodia said the move 
was aimed at denying China a role as the 
leading supporter of the coalition. The co- 
alition, after all, was set up in Kuala Lum- 
pur, the source said, and it was only logical 
that Malaysia would also be the first to 
present formal credentials. 

Last year Malaysia suggested that 
Sihanouk should spend more time in 
Southeast Asia than in China and North 
Korea, as he has done in the past. 
Malaysia's attempt to have privileged re- 
lations with the Sihanouk-led coalition 
government may well be a step towards an 
invitation to the prince to live in Malaysia 
part of the time, the sources speculated. 


MAY Ж, 1983 ө FAR EASTERN ECONOMIC REVIEW 















International Property Consultants. 


are now in 


lients бойњо the world can now benefit from widely oe representation 
throughout í Canada and the State of Washington, U. S.A. 


To facilitate offshor investment in this dynamic and expanding area of North America, we 
proudly announce th at Colliers Canadian office is the old established firm of: 


MAITLAND & CO. LTD. 






HEAD OFFICE: 16th Floor, Granville Square, a | 
200 Granville St, Vancouver, B.C., Canada VEC 2R6 . ; ; * 
Telephone: (604) 681-4111 or 669-0611 Telex 04-51254 MACNIC VCR - 


Established in 1898, this highly professional firm offers total real estate service from offices in 
Vancouver, Edmonton, Calgary and Seattle, U.S.A. When you next need representation and 
service in Canada, contact Macaulay Nicolls, Maitland & Co. direct — or via your local Colliers 





office. 
International Property Consultants. 
З AUSTRALASIA HONG KONG SINGAPORE 
‘Colliers Intemational Property Consultants, Collier Petty, Chartered Surveyors, Collier Goh & Tan, Chartered Surveyors, 
Adelaide, Brisbane; Melbourne, 7 Hong Kong Central, Kowloon and Macau. Collyer Quay and Armenian Street. 
` North Sydney, Perth and Sydney. Telephone: 5-431 261 Telephone: 919 622 Stratford-upon- 
Telephone: (02) 290-3000 i ; Telephone: (01) 499 9452 





UNITED STATES OF AMERICA MALAYSIA : . CANADA 
East Const. Collier Jordan Lee & Jaafar, Macaulay Nicolls Maitland & Co. Ltd., 
Colliers International Property Consultants, Chartered Surveyors, Vancouver, Calgary & Edmonton. 
Washington D.C. : Kuala Lumpur, Perak, Negeri Sembilan, - . Teisphone: 604-681 4111 
Telephone: 202 296 4990 7 Johor, Pahang, Penang, Kelantan. 
West Coast. — and Malacca. 
Macaulay Nicolls Maitland & Co: Lab, 






"Telephone: 03 21 367 
Seattle. М ЕЗ6 : 
2 Telephone: 206-2230866 


Chan Si; houseboats at Psa Tauch mystery docume 





т 


The settlers show 
withdrawal symptoms 


By Paul Quinn-Judge 

Phnom Penh: A crowd quickly formed 
on the river bank in Phnom Penh's port 
area when Vietnamese tanks started to 


embark on navy vessels as part of this | 
year’s partial troop withdrawal. People | 


came out of their.drinks stalls and sewing 


shops and from the fishing boats moored | 


at the water's edge. Many of them had 
more than a passing interest in what was 
going on, for they were Vietnamese civi- 
lians who had recently moved to Phnom 
Penh, and most of them view the continued 
presence of Vietnamese troops in Cam- 
bodia as the surest guarantee of security. 

The area they live in is called locally Psa 
Tauch, or Little Market. (The Vietnam- 
ese settlers there have simply translated 
the name into Vietnamese: Cho Nho.) 
Their houses are small bamboo construc- 
tions, built on an earth slope leading down 
to the river. Some of them live on the river 
in their boats. The community is new: 
three years ago, said one of the long-term 
residents of Psa Tauch, there was only a 
handful of Vietnamese there. Now he esti- 
mates there are about 900 families — 
around 4,500 people. 

The settlers come from Ho Chi Minh 
City or from Mekong Delta provinces. 
They are traders, mostly wholesaling. 
They run drinks stalls, food shops, and 
sewing shops, or they are fishermen em- 
ployed, local people say, by the Cambo- 
dian Ministry of Fisheries, which has an 
office at Psa Tauch. 

The people at Psa Tauch are mostly 
newcomers — they had not lived in Cam- 
bodia before and thus had not experi- 
enced the massacres of Vietnamese in 
Cambodia that followed the March 1970 
coup against Prince Norodom Sihanouk, 
the seizure of power by Lon Nol or the 
killings of the 1975-79 Pol Pot era. 

Many of the older residents, people 
who were perhaps born here and certainly 
regard Phnom Penh as their home, seem 
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to be scattered throughout the city. They 
run coffee shops and small restaurants — 
some of them seem to have been the first 
to revive these businesses after the Viet- 
namese invasion and the defeat of Pol Pot 
in 1979. Other long-term residents are 
mechanics, electricians, and drivers. 

In 1970, an estimated 500,000 Vietnam- 
ese were living in Cambodia. A large 
proportion of Cambodia's rubber workers 
were Vietnamese — large enough for the 
Vietnamese Communist Party to organise 
networks. among them. The coup that 
overthrew Sihanouk was followed the 
next month by apparently well-organised 
massacres of Vietnamese residents. A 
government estimate set the figure killed 
in April at more than 3,500. Western jour- 
nalists reported at the time that more than 
400 people had been systematically killed 
over four days by the Lon Nol army at the 
Mekong river town of Neak Luong. Esti- 
mates of the Vietnamese community in 
Cambodia today run from fewer than 
50,000 — a figure given by Cambodian 
Foreign Minister Hun Sen — up to 
300,000. 





iscussion of Vietnamese immigration 

has increased since the appearance re- 
cently of two documents thought to have 
been smuggled out of Cambodia late last 
year and then translated and circulated by 
the United States Embassy in Bangkok. 
One is allegedly signed by Prime Minister 
Chan Si, the other by Si Phutang on behalf 
of the secretariat of the Cambodian 
People’s Revolutionary Party. 

The documents call on local govern- 
ment and party organisations to-imple- 
ment a number of measures that concern 
Vietnamese migrants. Those who lived in 
Cambodia under previous regimes and 
have returned to “live and work hon- 
estly," one of the translated documents 
says, should be assisted by local au- 


nts spark speculation. 
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thorities. New arrivals who have 
“stabilised their lives” — those employed 
and working to “purify and expand the 
economy” — should similarly be helped. 
Bad -elements among the Vietnamese 
should be dealt with in cooperation with 
local Vietnamese representatives, the 
translation says, and Vietnamese who 
wish to visit or settle with “known and 
trusted friends” should be allowed to. 

The documents also call for increased 
measures to monitor border crossings and 
“completely prohibit illegal transits.” A 
US Embassy cable circulated along with 
the reports sees considerable possibilities 
for creating political capital from them. It 
Suggests, for example, that “this matter 
may be a proper subject for appropriate 
UN committee action.” It also notes that 
not all Asians “are convinced of the scope 
of settlement, nor aware of the PRK 
[People's Republic of Kampuchea] role in 
fostering a Vietnamese influx.” US dip- 
lomats also told Western journalists in 
Bangkok of a number of other cases of 
Vietnamese settlement, including some 
on fertile river-bottom land in Takeo pro- 
vince. The source for this, according to the 
embassy cable, was a single refugee inter- 
viewed in the autumn of 1982. 

In the view of the cable’s author, how- 
ever, the Vietnamese intent seems clear: 
"We speculate that Vietnamese impati- 
ence with the slow pace of development of 
PRK institutions may have caused Hanoi 
to opt for settlement with the goal of ab- 
sorbing Cambodia if the PRK cannot pull 
itself together." The problem with this 
theory is that, at least as far as Phnom 
Penh is concerned, the Vietnamese who 
are moving in are marginal members of 
their own society — people who wish to 
avoid, rather:than enforce, Hanoi's rule. 

Settlers at Psa Tauch, for example, 
were attracted by the ease with which they 
can make a living in Cambodia. “We don't 
have to pay taxes here," said a seamstress. 
(Taxation, electricity and water rates and 
a system of rents all have yet to be intro- 
duced in Cambodia.) “And prices are re- 
latively stable," she added. 

Their contact with the government in 
Phnom Penh seems to be minimal or non- 
existent. They say they do not have to re- 
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or Son Sann [another coalition leader]," 
he declared. Phnom Penh is "ready to 
negotiate with Bangkok or vào but 
not with its allies," Sen add 

It was a typically strong M though 
not the harshest that Sen has launched 
against Sihanouk, In a diatribe last year he 
referred to the prince as the weakest 
Khmer king in the “past 20 centuries." It 
does nonetheless bring to mind a dictum 
of Nguyen Co Thach, Sen's Vietnamese 
counterpart, who likes to say when an ad- 
versary complains loudly about some- 
thing: *That means he's hurting." 

The Vietnamese attitude towards the 
prince is rather different, They certainly 
see the prince playing a part in Cam- 
bodia's future. Immediately after Sen's 
press conference, in fact, a source close to 
the Vietnamese suggested that Sen's re- 
marks about the prince were “perhaps a lit- 
tle too hard.” The source added: “Behind 
every condition there is a subcondition. 
Take the North Vietnamese in the 1960s: 
they swore that they would never 
negotiate with the South. But that did not 
stop them being one of the four signatories 
of the Paris agreement." 

If the prince left the coalition, the 
source explained, there would certainly be 
a role for him, adding that alliance with 
the Khmer Rouge had damaged Sihan- 
ouk. However, the source agreed that the 
prince could still be salvaged. 


nterestingly enough, a few days earlier 

the prince had reportedly added a qualifi- 
cation to his usual statements of support 
for the coalition. During his April 30 visit 
to Phum Thmey, just inside Cambodia, 
Sihanouk is reported to have said: “If I 
want to negotiate with the Vietnamese, I 
have only to withdraw from the coali- 
tion." Whether the prince intended this as 


a warning to his coalition allies or a signal 


to the Vietnamese is not clear, but 
Sihanoukist sources are believed to feel 
that the comment was significant. 

The Vietnamese would probably pres- 
sure their Khmer allies to give Sihanouk 
an honorific position in the Phnom Penh 
government if he abandoned the coali- 
tion. Confidants of the prince, however, 
maintain that he is committed to the un- 
conditional independence of his country. 

If this is true, the Vietnamese will prob- 
ably be content to let time work for them. 
"Ten years ago Sihanouk's name was 
strong enough to rally a country against 
the Americans," said a Vietnamese offi- 
cial. *Now his name can cause us some 
problems, but they are tolerable. Ten 
years from now he'll be forgotten." 

The Sihanouk name still works its old 
magic among many peasants. Last year a 
Vietnamese soldier working as an adviser 
in an area along the Thai border in Siem 
Reap told the REVIEW of the prince's pul- 
ling power. Peasants in this area hate the 
Khmer Rouge, the soldier said, but if the 
guerillas say they are working to restore 
the prince, the peasants will listen to 
them. 

But time and the prince's own acts have 
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bitterly that Sihanouk's leadership of a 
movement which included the Khmer 
ccm in the early 1970s opened the door 


for the Khmer Rouge to come to power. 

The fact that the prince was at the head 
of the movement legitimised the Khmer 
Rouge for some and dissuaded many 
others from flight. The prince's name 
served the Khmer Rouge even after the 
seizure of power in 1975: Y. Phandara, a 
student who returned to the new regime in 
1978 and later wrote a book about his ex- 
periences, said that Sihanouk served as 
"bait" to draw overseas students back to 
Phnom Penh said: “We have to close our 
death. 

Sihanouk's second alliance with the 
Khmer Rouge has underlined his irres- 
ponsibility in the eyes of many Khmers. It 
also appears to have convinced some that 
Sihanouk can.no longer play an effective 
role. One intellectual now working in 
Phnom Penh said: “We have to close our 
eyes to the past, no matter how attractive 


Sihanouk: attitudes differ. 








it now seems, and try to put together a dif- 
ferent future.” 

As years pass and as the Vietnamese 
seem more and more firmly in power in 
Cambodia, Khmers in the anti- Vietnam- 
ese movement seem increasingly able to 
rationalise their collaboration with the 
Khmer Rouge. After all, most of them left 
Phnom Penh before the advent of Pol 
Pot. They can comprehend the Pol Pot 
era intellectually and they may have lost 
many family members during it, but they 
were not scarred by the daily nightmare of 
those years. 

The difference in perception is impor- 
tant, as it influences many of the long- 
term political decisions that Cambodians 
inside and outside the country are making 
today. Those outside seem to feel that al- 
liance with the Khmer Rouge is the lesser 
of two evils. Such a choice is unimaginable 
for most Cambodians who lived through 
the Pol Pot years and who still apparently 
feel that an alliance with the Vietnamese is 
an imperfect but infinitely preferable op- 
tion. — PAUL QUINN-JUDGE 





Consensus T 
confounded 


Pakistan and Bangladesh 
squabble over the top job 
in an Islamic grouping 


By S. Kamaluddin 

Dhaka: Serious rivalry has developed be- 
tween Pakistan and Bangladesh over who 
should fill the post of secretary-general of 
the Organisation of Islamic Countries 
(OIC), which falls vacant in December. 
The job is normally filled by consensus 
among the body's 45 members, but the 
verbal duel between Pakistan and 
Bangladesh is likely to intensify and also 
to strain their relations prior to the OIC 
foreign ministers conference, which elects 
the secretary-general. 

The dispute has even raised uncertainty 
over proposed official visits to Bangladesh 
by Pakistani President Zia-ul Haq and 
Foreign Minister Yaqub Khan. 

Asked to comment on Zia's reported 
statement that Bangladesh should with- 
draw its candidate, Dhaka's chief martial- 
law administrator, Lieut-Gen. H. M. Er- 
shad, said: “Rather, Pakistan should with- 
draw her candidature when we have got 
support from all the Muslim countries in 
Asia except Pakistan." 

Of the Muslim nations in Asia, Mal- 
dives and. Indonesia have openly sup- 
ported Bangladesh while Malaysia, 
though believed to be favourably disposed 
towards Bangladesh, has not publicly 
committed itself and has kept its options 
open. 

Bangladesh Foreign Minister A. R. S. 
Doha and Pakistani Law Minister 
Sharifuddin Pirzada are the candidates, 
and Ershad, for one, appears confident 
that his man will win. “We were due to be- 
come OIC secretary-general in 1979, but 
we had withdrawn our candidature [in 
favour of the incumbent Habib Chatti] 
and this time it is our due,” he said. 

However Pakistan claims that it too put 
forward a candidate four years ago, and 
therefore it should have the post. In fact 
Saudia Arabia, which contributes the 
lion’s share of the OIC secretariat’s 
budget and thus wields: enormous influ- 
ence, is the key arbiter in the contest. 
Whoever gets Saudi support gets the job. 

A senior Islamic diplomat told the 
REVIEW: “Traditionally, the OIC secret- 
ary-general is elected by consensus and 
this time too, there will not be any depar- 
ture [from that procedure].” He added 
that the consensus would be achieved be- 
fore the OIC foreign ministers’ meeting, 
which is due to be held in Dhaka in the 
first week of December. 

As Bangladesh is the host, Foreign 
Ministry officials here are avoiding discus- 
sion of the secretary-generalship. But in- 
formed diplomatic sources said several 
countries were trying to mediate. 
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Scania's progressive face. 
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SCANIA Created for a harder reality. 


~ JUST WHEN YOU THOUGH 
ULD GET NO BETTER 
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All our wide-bodied flights provide an enviable 
range of Business Class amenities, including 
specially designed wider seats, more legroom, bigger 
choice of meals and drinks, real chinaware and table line 
But with our exclusive BIG TOP — the latest and largest 
747 of all — we've gone a few steps further. We've роѕібопев 
Business Class in the upstairs deck, an area almost twice the siz 





NESS CLASS FACILITIES 
\ NEW LEVEL OF LUXURY. 


of normal 747s. Here, on a floor of your own, you have 
your own private bar service, restrooms, movie facilities 
and galley. And seating is either window or aisle. 

Of course, if you prefer to pay more for luxurious travel, 
you can relax downstairs in fully reclining Snoozzzers, 
in one of the most spacious First Class cabins in the world. 
There’s also extra room to relax in Economy Class, with 


more generous legroom between specially contoured seats. 
Upstairs or downstairs, our exclusive BIG TOP promises 

a new level of travel comfort. With more gentle hostesses 

to give you the kind of inflight service that even other 

airlines talk about. Fly our exclusive BIG TOP soon. 

Between Southeast Asia, Tokyo and Los Angeles. 

And sit on top of the world. SINGAPORE AIRLINES 
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meeting 


the challenge head on. 


Today's complex marketplaces 
demand a constant search for 
new ways to meet tough financial 
challenges. 

We can help. The Royal Bank has 
some of banking' best financial 
minds to provide you with the kind 
of imaginative thinking difficult 
times demand. 


MERCHANT 
BANKING 

For example, the challenges of 
tailoring a package to specific client 
needs and obtaining the best terms 
available in the market led Orion 
Royal to develop the world's first 
floating rate deposit note. 

Combining the characteristics of 
a money market instrument with 
those of a securities issue took inno- 
vative minds and a lot of creative 


thinking. The outcome was a highly 
successful placement. 


COMPETITIVE EDGE 


The same kind of thinking also 
led to the invention of the multiple 
tranche Eurobond issue and arranged 
the first "hedged currency" bond 
issue. When Royal Bankers meet a 
challenge head on, clients can get 
a competitive edge. 

So whether your needs are in the 
fields of merchant banking, world 
trade, money market transactions or 
energy financing, the Royal Bank 
can help. 

Give us the chal- 
lenge. We'll put our 
heads together to 
help find a new and 
better way of meeting 
your financial needs. 
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The art of repose is part of the art of working. 
gi. (John Steinbeck) 


Business deals, as we are well aware, tend to go better 
the more rested-up you are. Particularly deals impor- 
tant enough to take a journey for. 

We think perhaps the most pleasant way to prepare 
for strenuous negotiations is a First Class flight with 
us. 

Among the reasons are the special check-in desks 
at 50 airports all over the world and the luxurious First 
Class lounges at 29 of them. 

Another is a recently introduced feature of First 
Class in our DC-10s and Jumbos: instead of sitting in 
ordinary airplane seats, you now sink into our Slum- 
berette reclining armchairs; they turn into comfort- 
able chaise longues by a touch on a button, and as 
easily back into armchairs if you want to consult your 
files after a refreshing nap. 

You'll notice other reasons when our hostesses and 
pursers serve you one ofthe three menus available for 
your selection (each prepared by the classical rules of 
haute cuisine), along with one of our fine wines from 
Switzerland or Bordeaux. 

Or if you want to hear music through our Sennhei- 
ser headsets, or perhaps quite simply to spend your 
time reading not files, memos, and balance sheets but 
a bit of literature. 

Such as John Steinbeck. 


Carl Spitzweg (1808-1885) "The Puinter 
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Les Hotels Meridien. 


Asia has many faces and 
speaks many languages. 
In this myriad of cultures, 
a culture new to Asia is 
finding a home. It is 
personified in the very 
French Meridien hotels. 
In Tokyo, the Pacific 
Meridien towers over 
Tokyo Bay. 

In Hong Kong, the Regal 
Meridien practices the 
culinary genius of Paul 
Bocuse, in the elegant 
Restaurant de France. 


Travellers on a stopover 
in Hong Kong will ap- 
preciate the convenience 
of the Regal Meridien 
Airport Hotel. 

And opening in late 1983, 
three more Meridien hotels, 
two in Singapore and one 
in Colombo. All will be 
distinctively French. 

This is just the beginning 
of the Meridien presence 
in Asia. So for a totally 
French experience, say 
‘bonjour’ to Meridien soon. 


AA 
AAS 


MERIDIEN 


LES HOTELS D'AIR FRANCE 


For information or reservations, contact your travel agent, any Air France office, Meridien hotel or Meridien Reservations International in 
Hong Kong: Tel.: 3-669996. Telex: 40955 HOMRO HX 
There are over 40 Meridien hotels worldwide in Paris, Montreal, New York, Boston, Houston, Rio, Bahia, Cairo, Kuwait, Al Khobar, 


Jeddah and many other cities 
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From the moment you step off the 
plane, until you step back on it, the 
American Express Card is your financial 
passport. At hotels, shops, restaurants, 
car rentals...when they hand you the 
bill just hand them the Card. Need cash? 
Just present the Card and your personal 
cheque at any local American Express 


E Me — 


... with the American Express Card snug in your wallet 


Travel Service Office’. They're always 
ready to help Cardmembers in emer- 
gencies or with routine travel arrange- 
ments. They'll even hold or forward 
your mail. 

A credit card is just a credit card. 
The American Express Card is peace 
of mind. 







The American Express Card. 
Don't leave home without it. 
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CHINA/POLITICS 


Sorry, Uncle Joe, but... 


The role of Stalin is reappraised as Peking seeks 
closer ties with East European countries 


By David Bonavia 


Peking: The recent visits to Yugoslavia 
and ‘Romania by Chinese Communist 
Party General Secretary Hu Yaobang 
took him to the opposite poles of East 
European communism. Although sharing 
a desire to retain some independence vis- 
a-vis the Soviet Union, the two Balkan 
countries represent modern Stalinism — 
in Romania — and the revolt against 
Stalinism — in Yugoslavia. 

This may have given Hu food for 
thought, though it is unlikely he was able 
to study at close hand Romania’s rigorous 
police state. Everywhere he went in 
Romania, smiling, applauding people — 
often in national costume — were on hand 
to welcome him, and at mass meetings 
people rose to shout their acclamation of 
Sino-Romanian friendship. In China 
today there would be only decorous hand- 
clapping at a similar occasion. 

In Yugoslavia the welcome was more 
down-to-earth. The late Marshal Josip 
Broz Tito was the first East European 
leader to break with Stalin and, though 
today there are still dogmatic aspects to 
Yugoslav political life, the mix of peopies 
and languages has made pluralism and de- 
centralisation a necessity. Shortly after 
the death of Mao Zedong, Chinese lead- 
ers began showing an interest in the 
Yugoslav economic model — a fact which 
was astonishing not only because of Mao's 
denunciations of Tito's *revisionism," but 
also because the Adriatic country is 
plagued by unemployment, inflation and 
planning problems. 

The distinguishing features of the 
Yugoslav economic model are worker- 
participation in management and incen- 
tives linked to a degree of autonomy for 
individual industrial enterprises. Worker 
participation in management is not a fash- 
ionable topic in Chinese economic debate 
today, though it is theoretically enshrined 
in the so-called workers' congresses at 
every enterprise. It smacks too much of 
the Cultural Revolution, when industries 
were all but wrecked by the undermining 
of management and of necessary rules and 
regulations. The priority in China now is 
to improve the quality of management, 
not put it under shop-floor control. 

But economic incentives are very much 
the order of the day in China. The main 
problem is organising them efficiently so 
that they encourage productivity rather 
than allow them to degenerate into un- 
earned subsidies for employees. Raising 
productivity is itself a dubious policy in a 
country with a big urban unemployment 
problem, and with four-fifths of the popu- 
lation living on the land. 

Over the past few years, China has 
shown a discreet interest in the social 
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model of Hungary, which maintains fairly 
Strict discipline, but is relatively prosper- 
ous and efficient. As a Chinese economic 
journal pointed out recently, Hungary's 
national income increased by 90% be- 
tween 1968 and 1979; per capita income 
rose by 63%, and industrialisation and 
foreign trade have made remarkable pro- 
gress. Hungary’s present economic dif- 
ficulties, the Chinese consider, are caused 
mainly by the global recession and the 
high cost of-energy. They believe, how- 
ever, that the East European country will 
continue to progress because it has fairly 
successfully combined planning, a market 
economy, incentives and a degree of au- 
tonomy on the part of industrial enter- 
prises. 

That neatly sums up the Deng Xiaoping 
leadership group’s plans for the Chinese 
economy, and if admiration for Hungary 
has not resulted in closer Chinese rela- 
tions with Budapest, it has been mainly be- 





cause of Hungary’s subservience to Soviet 
foreign policy and the Warsaw Pact. 


eking is hoping to reach behind the 
Soviet Union's back — as long as rela- 
tions with that country remain pretty 
much frozen — to re-establish its former 
friendly links with the Warsaw Pact coun- 
tries. Following Hu's tour of Romania and 
Yugoslavia, two high-level Chinese dip- 
lomats hived off from his party to pay 
goodwill visits — officially billed as em- 
bassy inspection tours — in East Ger- 
many, Poland, Czechoslovakia, Hungary 
and Bulgaria. Possible spin-offs in trade, 
technology and cultural exchange could 
be very useful to China and the East Euro- 
pean countries, but it is unlikely the Soviet 
Union will ever again let a pact member 
do as Romania did: use friendship with 
China as an excuse to wriggle out from 
under Soviet control of its foreign policy. 
China is now consciously applying a po- 


Tye? 


licy of improving relations with the War- 


saw Pact countries, after long ignoring 
them as mere subject-nations of the Soviet 
Union. Hungarian tourists are showing up 
in Peking, and there are East German lan- 
guage students here again. Chinese intel- 
lectuals are looking forward to being able 
to broaden their horizons with the rela- 
tively conventional cultural establish- 
ments of Eastern Europe rather than the 
bewildering modernistic plurality of the 
West. And no Chinese athlete, writer or 
student will be able to defect to an East 
European country without being sent 
straight. back to China. The defection to 
the United States last year of Hu Na, the 
Chinese tennis player, remains fresh in 
Chinese minds, 

But there is more to China's rethink bn 
East Europe than trade and cultural ex- 
change. Peking faces more fundamental 
questions in the current re-evaluation of 
Stalinism, being carried out discreetly by 
party theorists. It cannot be separated en- 
tirely from the question of re-evaluating 
Mao. Informed sources have disclosed 
that, without any fuss, the Chinese party is 
preparing to tone down its professed ad- 
miration of Stalin as one of the four stars 
of European socialism (the others being 
Marx, Engels and Lenin). 

So far the Chinese party has never re- 
pudiated Stalin or his methods as a whole. 
He is alleged to have “made mistakes,” 
been “two parts good and 
one part bad.” Other such 
euphemisms are found for 
the рагапоіас mass 
slaughters апа labour- 
camp system he perpet- 
rated. The Soviet Union 
today still lives with the 
consequences of Stalinism 
— the gulag system, which 
it would be too risky for 
the leadership to disman- 
tle. 

China also has many 
labour camps, but its 
treatment of intellectuals 
and veteran re- 
volutionaries under Mao 
tended towards isolating 
them and preventing them working for 
years on end — with disastrous results for 
the educational system — rather than just 
killing them, or burying them in labour 
camps if they breathed a hint of dissent. 
Peking is now again in search of "socialism 
with a human face." The command econ- 
omy has given way to economic incentives 
in industry, and an amazing degree of 
freedom for the peasants to grow what 
they choose. In agriculture, liberalisation 
seems to work — harvests are improving. 

In industry the results are more patchy 
and the process more complex, as the 
Soviet Union found out with the Lieber- 
man reforms, which were designed to give 
industrial enterprises more independence 
from government controls, and the pro- 
longed efficiency experiment with the 
Shchokino textile factory, where a system 
of wage bonuses and management au- 
tonomy was tried in the 1960s. 

But the effects of Maoism — like those 
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of Stalinism — linger on. The intellectuals | 


are nervous of coming out of the shell into 
which so many of them retired during the 
Cultural Revolution. Narrow-minded, 
Left-leaning bureaucrats are unwilling to 
rehabilitate them at the local level, what- 
ever the party leadership in Peking says. 
The result is that the educational system is 
still a shambles, and China has slipped 
badly in science and technology, even on 
the military front. 

Standards of living, while improving 
slowly, are still desperately low in most 
urban areas, with new housing often be- 
reft of workable heating and plumbing 
systems, no glass to repair broken win- 
dows, workmanship shoddy and crude 
even by Soviet standards. In consumer 
goods, the Chinese have fared rather bet- 
ter, and their diet is more wholesome than 
that of the Russians, to say nothing of the 
Poles. 

But the giants of history are not to be 
judged entirely from the point of view of 
the comfort and consumer goods they pro- 
vided for their people. Stalin’s role in the 
industrialisation of the Soviet Union and 
the defeat of Nazi Germany will continue 
to be evaluated as a great contribution to 
the progress of global communism. Simi- 


Лапу, Mao will always have a place in 


Chinese history as the person who headed 
the fight against landlordism and other 
feudal practices impeding China’s ad- 
vance. 


B: Hu on his Balkan trip, with his 
engaging smile, his neat Western-style 
suit and tie, and his enthusiastic arm- 
waving, seemed a figure more suited to 
the new, cuddly image of the communist 
party being built up in China. To em- 
phasise recognition of the need for more 
intelligent, cultured people in the party, 
the media have been stoking a campaign 
to emulate Zhang Haidi, a disabled young 
woman who has taught herself foreign lan- 
guages and successfully practises 
acupuncture. Most of the front page of the 
People’s Daily was given over one day to 
handwritten messages of congratulation 
to her from party leaders. 

Zhang is the new Lei Feng, the much- 
emulated hero from the People’s Libera- 
tion Army, and she is important because 
unlike earlier heroes she is not a worker, 
peasant, nightsoil collector or soldier. 

Former “models” have not been 
heartlessly cast aside, however. Chen 
Yonggui, former leader of the discredited 
Dazhai production brigade and the model 
peasant of the Mao era, is understood to 
be working as a technical adviser to a farm 
near Peking. Zhuang Zedong, the former 
table tennis champion who was a close as- 
sociate of Mao’s widow, Jiang Qing, has 
been made a provincial sports coach. Lei 
Feng, the young soldier who died in an ac- 
cident and left behind diaries of burning 
loyalty to Mao and the common people, is 
still used as a model in the PLA, but the 
emphasis now is on productive effort and 
enlightened self-interest. As a matter of 
fact, Stalin's model worker, Stakhanov, 
received extremely high wages, something 
Deng would approve of. 















Pressmen surround Chinese hijack victims in Seoul: impossible to ignore. 


CHINA/MEDIA 


Good news for bad news 





Newspapers and the official Xinhua newsagency are 
given greater freedom to report disaster stories 


By Fergus Bordewich 

Peking: When a landslide killed 237 peas- 
ants in a remote corner of Gansu province 
in March, it sent unexpected tremors 
through the world of Chinese journalism 
as well. Approval was given at the highest 
level of Xinhua, the government news- 
agency, to provide detailed and — consid- 
ering the stately pace of much Chinese 
journalism — fairly speedy coverage of 
the landslide, which swept three Muslim 
villages away in a flood of earth. 

According to knowledgeable Chinese 
journalists, that decision marked a major 
change in Chinese policy over disseminat- 
ing news. After years of reporting from 
what sometimes seemed like a journalistic 
dreamland. where even the forces of na- 
ture had capitulated to the polemical 
ministrations of the state, Xinhua has de- 
cided that disaster is news after all. 

Disaster stories, along with all other 
negative news, have traditionally been 
considered “unhelpful” to the building of 
socialism, and were therefore all but 
banished from the pages of Chinese news- 
papers. It took years for just the general 
outline of the terrible Tangshan earth- 
quake of 1976 to seep out, not just to the 
outside world but even to the rest of 
China, and estimates of the number of 
people who died there still differ wildly. 

The Gansu disaster occurred not far 
from a radio station which broadcast the 
news the next morning. When a middle- 
ranking Xinhua editor who had heard the 
radio report walked into his Peking office 
a few hours later and asked to see the 
agency's story, he met only blank stares. 
As far as Xinhua was concerned at that 
point, there was no story. It took a whole 
day to get a story filed. 

What was remarkable was not the delay 
in filing, but that the Chinese Communist 
Party Central Committee took the extra- 
ordinary step of personally reprimanding 
the agency's director-general for it. The 


language of the criticism has not been 
made public, but it was evidently firm 
enough that within a week the agency's 
English-language feature unit had ob- 
tained almost unheard-of permission to 
fly a reporter 750 miles to the scene of the 
disaster. 

The central committee's reprimand to 
Xinhua should perhaps be taken at less 
than its face value and seen instead as the 
deliberate establishment of a policy, one 
which closely reflects the stated views of 
the director-general of the agency, Mu 
Qing. Mu, a former wartime correspon- 
dent, is respected within the agency as a 
serious professional who considers the 
rhetorical lard of the Maoist years an im- 
pediment to effective journalism. 

“Such things as natural disasters should 
be reported, but we shouldn't over- 
emphasise them to the exclusion of other 
news, so that people become dispirited 
and lose their ability to see the whole pic- 
ture.” Mu told Hongkong's Media 
magazine in an interview last year. “The 
media are very influential and cannot 
therefore afford to be one-sided. It’s not 
really a question of whether to report or 
not, but of how to report. We must take a 
positive attitude towards bad news and 
not give the impression of helplessness in 
the face of calamities.” 


he feature unit’s reporter in Gansu 

was given a free rein in composing his 
story and, far from being told to disguise 
the dimensions of the disaster, was en- 
couraged to focus on the tragedy and ter- 
ror that it held for the victims. In its ulti- 
mate version, as it was fed to publications 
abroad, the story had a flair that would not 
have been out of place in a punchy West- 
ern tabloid — replete as it was with tales of 
peasants who had been buried alive and 
survived, and images of heart-rending de- 
vastation. 
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an that China is yet 
mbling a free press | 


ans and then ng when it is in their 

‘own interest. АН published stories-must 

_ conform to — or at least be judged not to 

„contradict: party policy. Many.stories 

' must also be approved by the agencies or 
ministries which provide the sources. 

“> For example, when five young men at- 

tempted to hijack a Chinese airliner to 

Taiwan last year, the Chinese airline, the 
Civil Aviation Administration of China, 

stolidly prevented details from being pub- 
lished long after overseas newsagencies 

‘had obtained the news from foreign pass- 
engers. Under the new press policy, 

Chinese sources say, the hijacking would 

probably have been reported quickly and 
in full. 

Certainly, Xinhua was fairly prompt 
and straightforward in its coverage of this 
month’s Rijacking ofa Chinese airliner to 
South Korea, though it could be argued 
that since the aircraft had landed in a 
foreign country and the episode was get- 
ting worldwide publicity, the Chinese 
newsagency could hardly ignore it. 

_ “From now on, you can expect to see 
* ‘more stories on natural disasters and simi- 
lar events,” said one Chinese journalist. 
“But, of course, as with every story we 
produce we must consider the economic 
‘and the political advantanges to China, 

_ and of those two considerations the politi- | 











be judged on its own merits." Neverthe- 
s. it looks as if bad news will be good 


thought of." 






| ago the airline's safety record was excel- 


By David Bonavia 

Peking: Shen Tu, director of the Chinese 
airline Civil Aviation Administration of 
China (СААС), put few hearts at ease 
when he addressed a press conférence of 
hostile foreign correspondents here. on 
May 16. His topic: the hijacking of a 
CAAC Trident airliner with 105 people on 
board by six Chinese, including a woman. 

Under questioning, Shen conceded that 
СААС has issued standing instructions to 
its aircraft crews to resist hijackers “if the 
safety of the passengers is assured." How 
that can be done is hard to envisage. The 
international airline pilots' association has 
criticised CAAC for encouraging resis- 
tance to hijackers. 

While most airlines' crews have instruc- 
tions to obey hijackers and fly them wher- 
ever they want to po if there is enough 
fuel, Shen said Chinese pilots had orders 
to "landat the nearest airport." It appears 
the pilots are also told to fly round in cir- 


. cles and waste fuel so that aircraft cannot 
make it to Taiwan. He said itwas only be- 
| cause the South Korean air force-sent up a 


fighter escort to force the hijacked Trident 
down on May 5 that the pilot consented to 


land in South Korea, a country whose gOv- | 


ernment China does not recognise. - 


ОҢ е refused to say how two of the hijack- 
ers were able to take guns on board, ex- 
plaining only that “they hid-them very 
carefully in a place nobody would have 
There is speculation that 
ground crew or cleaners may have placed 
the guns in the aircraft. 

Just as worrying is the fact that two of 
the hijackers, by the admission of the 
Chinese authorities, managed to get on 
board while there was actually a warrant 
out for their arrest, and that the other four 
were all under investigation for various 
misdemeanours. 

Shen said that there were “shortcom- 
ings" in CAAC's security work, and pro- 
posed that in future every passenger 
would have to give proof of personal iden- 
tity. It was astonishing to learn that in a 
bureaucratic, security-conscious country 
like China, this was not already a hard and 
fast rule. 

The hijacking comes on top of years of 
complaints by the travelling public — 
especially foreigners — about CAAC's 
bad service, cumbersome booking proce- 
dures and, more recently, its safety re- 
cord. With two violent hijackings, one of 
them successful, and an explosion aboard 
a plane in flight, as well as the crash with 
loss of all on board of a CAAC flight iri 
Guangxi province, the airline is becoming 
increasingly unpopular. 

Of course not only CAAC has had 
crashes and hijackings. Until two years 
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An Auckland based light engineer. 
requires up to two partners for its 
export limited re Th 
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SECURITY/AUSTRALIA - 


Back to Murphy's Law 


Australia’s new Labor government reels under two major 
incidents, recalling an episode which rocked Whitlam 


By Warwick Beutler 


Canberra: In March 1973, three months 
after the Labor government of Gough 
Whitlam came to power, the then attor- 
ney-general, Lionel Murphy, spear- 
headed a “raid” on the headquarters of 
the Australian Security Intelligence Or- 
ganisation (ASIO) in Melbourne. Murphy 
suspected that ASIO — the internal sec- 
urity agency set up in the cold-war atmos- 
phere of 1949 — was withholding informa- 
tion from him. 

Murphy 's fears reflected a general anti- 
pathy within the Labor Party towards 
Australia's security and intelligence ser- 
vices, but the raid brought to an abrupt 
end the Whitlam government's honey- 
moon with the electorate. It was a beacon 
signalling the beginning of the troubles 
that led to the Whitlam government's 
downfall. 

With Labor in power again, Prime 
Minister Bob Hawke (whose government 
claims to have learned from Whitlam's 
mistakes) is enmeshed in a security crisis 
which is raising questions about Austra- 
lian intelligence operations, has shaken 
Hawke's consensus ambitions (REVIEW, 
Apr. 28), sent shock-waves through the 
Labor Party and created doubts about 
the prime minister's methods of decision- 
making. 

On April 21, the six members of the 
cabinet's sub-committee on national and 
international security decided unanimous- 
ly that a first secretary at the Soviet Em- 
bassy in Canberra, Valeriy Ivanov, should 
be given seven days to leave the country 
because he was an agent of the Soviet in- 
telligence service, the KGB, and a threat 
to Australia's security. No other reason 
was given for the expulsion, which gave 
rise to press speculation that it was linked 
to similar action by the French, British 
and United States governments. : 

Hawke has since admitted that part of 
the reason was that Ivanov had cultivated 
an association with David Combe, a 
former national secretary of the Labor 
Party and once a close friend of Hawke. It 
was a relationship, Hawke told parlia- 
ment, which “had developed to the point 
that it gave rise to serious security con- 
cern.” He went on: “As events had de- 
veloped, Mr Combe either had been, or 
appeared to have been, compromised by 
Ivanov to the extent that it was no longer 
appropriate for government ministers to 
deal with him.” 

Hawke did not reveal Combe's name, 
or his association with Ivanov, until forced 
to do so іп parliament on May 11. The next 
day, he announced a royal commission to 
examine Australia’s security organisa- 
tions and to inquire into the circumstances 
of Ivanov's expulsion. To understand how 
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this occurred, it is necessary to look at the 
events before and after the security sub- 
committee meeting on April 21. 

Combe was national secretary of the 
Labor Party from 1973 to 1981. For most 
of that time, Hawke was national presi- 
dent. After the 1975 electoral disaster, fol- 
lowing the Whitlam government's dismis- 
sal from office by the governor-general, 
Combe was almost sacked by a shattered 
party, only to be saved by Hawke. When 
he finally stepped down in 1981, Combe 
established a consultancy or lobbying 
business in Canberra. Hawke's election 
victory on March 5 gave Combe the pro- 
mise of a flourishing business. 

Combe's lobbying activities brought 
him into contact with Ivanov. The former 


party secretary had visited the Soviet 
Union, was a member of the Australia- 
USSR Friendship Society and was trying 
to establish stronger trade contacts with 
the Soviet Union. He met Ivanov several 
times, and is said to have promised to pro- 
vide him with newspaper cuttings, public 
documents and the like — the sort of in- 
formation commonly and publicly availa- 
ble to journalists in Canberra. 


owever, as Ivanov was a suspected 

KGB agent, Combe's meetings with 
him came under increasing scrutiny from 
ASIO. On April 3, Ivanov told Combe 
that both their telephones were bugged 
and they would have to be more discreet in 
future. All the information gathered by 
ASIO and the other security agencies was 
put before the cabinet's April 21 security 
sub-committee. At 3 p.m. the next day, 
Foreign Minister Bill Hayden announced 
Ivanov's expulsion. Only the six members 
of the sub-committee knew that there 





was a link between Ivanov and Combe. 

On April 26, Hawke put before the 
cabinet a plan to freeze Combe out. It was 
agreed that it was not appropriate that a 
former party official, by virtue of that 
status, should have special access to the 
government which was denied to others. 
Accordingly, it was agreed, no member of 
the government would have anything to 
do. with Combe's lobbying activities. In 
taking its decision, however, the cabinet 
did not know of the security evidence re- 
lating to Combe. 

On the evening of May 5, the govern- 
ment received word that a weekly news- 
paper, The National Times, was about to 
publish extracts from tens of thousands of 
pages of classified documents. Quite 
clearly; it was the biggest leak of secret in- 
formation in Australia's history. The gov- 
ernment mounted a quick defence. 
Shortly after midnight, it secured from 
Chief Justice Sir Harry Gibbs a High 
Court’ injunction restraining the pub- 
lishers of The National Times, John Fair- 
fax and Sons, from publishing any further 
information from the documents. The 
court also ordered that all the classified 
material be handed over by May 10. 





Combe; Ivanov: serious security concern.’ 


Fears that the government was planning 
to seek the jailing of The National Times 
editor Brian Toohey if he failed to reveal 
his sources were allayed when the matter 
reached the court, The parties to the case 
agreed that the government should study 
the other three articles already prepared 
for publication and decide what further 
action to take, ifany. The government was 
expected to allow most of the material to 
be printed. 

While the legal battle was proceeding, 
Hawke was being asked in parliament 
whether it was true that the government 
had decided there should be no further as- 
sociation with Combe, the first time 
Combe’s name had been mentioned pub- 
licly. In his reply Hawke was careful not to 
link the government's action against 
Combe with the ASIO security report. 

By the next day the government was 
under enormous pressure over the Combe 
affair. Combe's name was on the lips of 
everyone around Parliament House, and 
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Most people think that because there's a computer 
company that's bigger than Burroughs, that automati- 
cally makes them better than Burroughs. | 
"That's not necessarily true. 


In small business computers, for example, the new 
Burroughs B20 is one of the most versatile, easy-to- - 
use, expandable, stand-alone computers in the indus- 
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y: 
“With its powerful 16-bit processor and up to 640K 
bytes of RAM in each workstation, the Burroughs 
B20 gives each user his own computer, but with the 
power, data base and storage that was once associated 
| only with mainframes. EE 
More importantly, the B20 can be networked with 
other B20's so everyone is always working with the 
latest, up-to-date information. And because the B20 can have 
multiple workstations, it grows as your business grows. 
To operate, all you do is open the carton, plug itin choose one o 
our application software programs, tilt the screen to your desired height, 
and you're off. (Our step-by-step training manuals are so easy to use, you can be. 
doing sales projections in a matter of hours.) 
If you need any help, just call the Burroughs Resource Control Center. Trained Burroughs computer specialists 
. will help you with any problem—- whether it's our oe 
hardware, software, or operating systems. (Being in the *B22 mass storage unit requires installation by a qualified Burroughs 
office equipment business internationally for 87 years service representative. | 
has taught us a little something about service and sup- 
` port.) 
So, if you're in the market for a small business compu- 
ter, your decision shouldn't be based on the company's 
size. But rather, the company’s quality. 


Burroughs 
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Send to: Burroughs Machine Ltd. 
Hopewell Centre, 19th Floor 
183 Queen's Road East, Hong Kong 













y part 
members, moderates as well leftwingers, 


y . Were incensed that Combe's livelihood 


` «containing allegations which Combe had 
` been given no opportunity of rebutting. 


Hawke ordered Attorney-General 


— Gareth Evans to summon Combe and 
- allow him to examine the ASIO evidence 


A 
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‘with the head of the organisation, Harvey 
Barnett. 


The meeting lasted several 
hours, with Combe presenting his own de- 
tailed account of his association with 
Ivanov. Hawke was to say later that 
Combe's account and that of ASIO dif- 
fered in many respects. 


ombe agreed to the wording of a state- 

ment Hawke was to present to eet 
ment later that afternoon. This said, 
part: “Mr Combe has now advised the 


— — government that, having regard to all the 
- circumstances as they stood at the time the 


— government made its decision, he under- 


stands and accepts the government's deci- 
sion that ministers not deal with him in his 
capacity as a consultant lobbyist." 

Hawke also told the house that no cri- 
minal offence had been committed by 
| Combe and that “there is certainly . . , no 
foundation for any allegation or imputa- 
tion that Mr Combe i is, or ever was, in any 


A sense a Soviet spy.” Far from defusing the 


* 
E 
= 


crisis, Hawke's statement inflamed it. 
Support for Combe came from political 


Opponents and former enemies in the 
_ Labor Party as well as from his friends. On 


May 12 National Party leader Doug An- 


thony condemned the serious breach of 


- civil liberties implicit in the way Combe 


ow, 
leagues, 


had been treated. He demanded a judicial 


_ inquiry to give Combe the opportunity to 


clear his name. But Deputy Prime Minis- 
ter Lionel Bowen said a judicial inquiry 
was the last way of helping Combe. 
Within two hours, however, and after 
the most meagre consultation with col- 
Hawke announced the royal 
commission into the security services. Its 
first term of reference would be to 
examine the circumstances surrounding 
‘the expulsion of Ivanov, Combe's involve- 
ment in it, dnd the government's actions in 


, the affair. 


With this announcement, the govern- 


- ment regained some of the lost ground, 


- but it was still looking badly battered by 


the end of the week. In addition to its sec- 
urity troubles, Labor's national president, 
New South Wales Premier Neville Wran 
was forced to stand down while another 
royal commission probed an allegation 
that he had interfered with the course of 
justice in 1977. 

If there is one likely positive result from 
the Combe affair it is that it may ensure 
the establishment of an appeals proce- 
dure to allow people adversely affected by 
security reports to seek redress. But the 
episode has raised serious doubts about 
Hawke's crisis-management abilities, his 
failure to consult the cabinet on extremely 
important matters and the government's 
apparent willingness to accept security ad- 
vice without question. 
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No Reprieve to the north 
Three separate incidents present a blow to Michael 
Somare's government on the eve of Hawke's visit 


By Rowan Callick 

Port Moresby: If Australian Prime Minis- 
ter Bob Hawke has been embarrassed by 
politically sensitive security revelations, 
then his Papua New Guinea counterpart 
Michael Somare is in much the same boat. 
First came news, in April, that a road 
being built in the neighbouring Indone- 
sian province of Irian Jaya crossed into 
Papua New Guinea at two points and ran 
inside the country's territory for a total of 
8 kms. 

Work on the all-weather road began 
two years ago, and is being undertaken for 
the Indonesian Government by a local 
contractor. Information on the road de- 
viation came from an aerial survey con- 
ducted by Papua New Guinea's National 
Mapping Вигеай and caused an im- 
mediate political storm. The controversial 


Hawke: questions in Port Moresby. 


sections of the road remain blocked while 
officials from the two sides try to find a 
solution. 

The second shock came on May 5 when 
the national daily Niugini Nius revealed 
that a National Intelligence Organisation 
(NIO) agent, Australian Bob Welsh, had 
been sent to accompany four Papua New 
Guinea provincial premiers on an inspec- 
tion tour of Indonesian border projects. 
The МО politely informed the Indone- 
sians of his presence, but failed to tell the 
premiers. When they arrived in Jayapura, 
the Irian Jaya capital, the visitors under- 
stood Welsh to be a tourist. 

The premiers were furious when Welsh 
introduced himself to their Indonesian 
hosts, and they refused to let him travel 
back to Papua New Guinea on their flight. 
Utula Samana, the radical premier of 
Morobe, Papua New Guinea's most 
populous province, said the implication 
was that Welsh had been sent to spy on 
them — or on the Indonesians. Samana 
had been arrested, before becoming pre- 


mier for demonstrating against the visit to 
Lae of Indonesian Foreign Minister 
Mochtar Kusumaatmadja. 

Afterwards, Somare said it was “a mat- 
ter of regret” that the premiers had not 
been informed that Welsh was accom- 
panyirig them in his official capacity. NIO 
directar Charles Ali went further, calling 
it “aver ү grave error.” 


he third upset occurred when the Aus- 

tralian weekly The National Times re- 
vealed that Papua New Guinea had pre- 
sented a problem because of the ambiva- 
lence of its leaders towards security mat- 
ters. The newspaper then quoted a docu- 
ment which said: “Much of the problem in 
PNG has been overcome by the installa- 
tion in our high commission in Port 
Moresby of extraordinarily sophisticated 
intercept equipment known as Reprieve, 
which takes a whole room of its own and 
can listen in to any local phone at will.” 

After the report was published, Somare 
called in Australian High Commissioner 
Robert Birch to express his government's 
“deep concern” about the issue. Birch told 
Somare, with some ambiguity: “The Aus- 
tralian Government has no electronic 
eavesdropping facilities in Port Moresby 
operating against PNG." 

Papua New Guineans may never know 
for sure whether Canberra did spy on 
them, but it may not be insignificant that 
Australia installed the country's tele- 
phone network during the time it adminis- 
tered Papua New Guinea. Somare says he 
will raise the matter with Hawke during 
the Australian prime minister's visit to 
Port Moresby on June 2-3. 

The series of incidents has produced 
two chief embarrassments. One is that 
three nations which claim to be seeking 
better relations, appear to be, however 
clumsily, snooping on each other, or that 
the three nations’ intelligence services are 
working together against elements they 
perceive as hostile to their own interests. 

The second chief embarrassment is that 
the NIO appeared to be unaware that an 
Indonesian road passed through Papua 
New Guinean territory and that it appa- 
rently knew nothing of the listening gear. 
Ali, 36, a former kiap (patrol officer) and 
land administrator, heads a team of 85, 
three in each of the 19 provinces and the 
rest in Port Moresby. 

The embarrassment may not, however, 
be over yet. It may well be the turn of In- 
donesian intelligence officers to squirm 
when the trial takes place of Simon Alom, 
a Melanesian from Irian Jaya accused of 
stabbing to death an Indonesian Embassy 
official widely understood to be Jakarta's 
intelligence chief in Port d 
(REVIEW, Jan. 6). 
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Machiner 


Plant 








Metallurgical Plant 
Integrated plant, blast furna- 
ces, steel mills, continuous 
casters, electrometallurgical 
plant 
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Сгапеѕ ў 
Overhead cranes, slewing 
cranes and jibs, suspension 
Cranes апа track systems, and 
steel mill cranes 








Bulk Handling 

Bucket wheel excavators, 
reclaimers and belt conveyor 
systems, container handling 
systems 
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Rolling Mills 
Rolling mills for beams, sections 
and wire rod; strip and sheet 
mills, strip processing lines. 








Distribution Systems 
Materials handling and ware- 
housing systems, continuous 
handling equipment, order 
pickers and rack feeders. 





Mining Equipment 

Shaft winding equipment, 
tunnelling machines for hard 
and soft rock. Compressed air 
motors 


y 
and Systems 
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Pipe Making 

Piant and machinery forthe 
production of seamless and 
welded tubes and pipes 
Hydraulic presses 





Electric lifting tackle, standard 
crane components, load lifting 
attachments, drive and control 
components, 





Construction Equipment 
Hydraulic excavators up to 

21 m3 bucket capacity, mobile 
cranes up to 800 t, road fin- 
ishers up to 12 m paving width. 
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Mannesmann Demag, 
your partner with expe- 
rience in all matters of 
mechanical engineering 
and plant construction. 
With a broad financial 
base, world-wide sales 
network and a future- 
oriented research and 
development programme 
for new products. 


Ф Mannesmann Demag AG 


Postfach 100141, D-4100 Duisburg 1 
Fed. Rep. of Germany 





Process Compressors 
Centritugal compressors and 
positive displacement 
machines for air and technical 





Plastics Machinery 


Machinery and complete 
systems for injection moulding. 
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Pneumatic Systems 
Compressors, pneumatic tools. 
equipment and components 
for the building trade and 
industry in general 
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` Big fish and small fry 
onises South Pacific states 

viet underwater research 


Moscow a 
` ina row over 


By John McBeth 

Bangkok: Western diplomats are con- 
vinced that Moscow wanted to use the re- 
cent annual session here of the United Na- 
tions Economic and Social Council for 
Asia and the Pacific (Escap) to obtain an 
aura of UN quasi-legitimacy for its 
oceanographic research in the Pacific. 
Much of this work is relevant to under- 
water naval operations and because the 
submarine force is the most important 
branch of the Soviet navy, Moscow neces- 
sarily attaches a high priority to such re- 
search. 

Whether the Soviets succeeded in gain- 
ing the kind of acceptance of this research 
work that they sought is open to serious 
doubt. Certainly, the manner in which 
they went about it has strengthened suspi- 
cions among Pacific island states over 
Soviet intentions in the ocean. Escap ob- 
servers were astonished at the way the 
permanent Soviet representative, Ernest 
Obminski, was prepared to engage in a 
bitter exchange with the tiny Solomon Is- 
lands and Papua New Guinea in an effort 
to retain a paragraph in the draft annual 
report relevant to the oceanographic 
work. The paragraph, which was under a 
section dealing with the activities of the 
Committee for Coordination of Joint 
Prospecting for Mineral Resources in 
South Pacific Offshore Areas (CCOP/ 
SOPAC) was strongly opposed by both 

the Solomon Islands and Papua New 
Guinea. 

It was one of the few items in the annual 
report which appeared in square brackets, 
indicating disagreement over its inclusion. 
It read: “The commission took note of the 
research cruises made by the USSR near 
the Solomon Islands and the North Tonga 
Trench, the results of which were made 
available in 1982 to CCOP/SOPAC. It 
also noted that the USSR had made the 
proposal to the 11th session of the com- 
mittee to organise an international scien- 
tific research expedition to the south-west 
Pacific." 

One diplomat told the REVIEW: “The 
way the Russians approached it clearly an- 
tagonised the South Pacific countries. I 
considered the Russian behaviour offen- 
sive . . . И was obnoxious and petty. They 
had the opportunity all along to withdraw, 
but obviously they had no intention of 
doing so." 

Obminski, who completed his four-year 
Bangkok assignment this month, is said to 
have been relatively successful during his 
time here in increasing Soviet representa- 
tion at Escap. The UN body is generally 
regarded as a training ground for KGB 
agents destined for bigger things in New 
York and Geneva, and also as a source of 
information: Obminski himself has been 


labelled in some quarters as a senior KGB 
officer. 

The Solomon Islands and Papua New 
Guinea repeated their objections to the 
paragraph in the final plenary session, 
sparking off a heated debate which lasted 
well over two hours and set back a con- 
cluding press conference scheduled by 
Escap Executive Secretary S. A. M. S. 
Kibria until early evening. The Solomons 
delegate wanted the paragraph deleted, 
stating that the Soviet Union had never 
made a request for one of its research ves- 
sels to enter the islands' waters and point- 
ing out the activities it had undertaken did 
not fall within the CCOP/SOPAC pro- 


Soviet sub at sea: pushing hard. 


gramme. Papua New Guinea took a simi- 
larly strong stand, telling the session that 
its suspicions had only increased in the 
face of Soviet persistence. 


Avv. Britain, China, New Zealand 
and the Netherlands were among 13 
countries which joined in on the side of the 
two Pacific nations, while Mongolia and 
Vietnam spoke in support of the Soviet 
position. 

Rattled at the turn of events, the chair- 
man of the session, Bangladesh Planning 
Minister A. M. A. Muhith, finally sum- 
moned representatives of the Solomons, 
Papua New Guinea, Australia and the 
Soviet Union into a closed-door meeting 
to find a way out of the impasse. Sources 
familiar with what went on said Obminski 
continued playing the tough, hardline role 
he had adopted earlier while a second 
Soviet delegate tried a soothing approach. 
But the longer the meeting lasted the 
more adamant the two small Pacific states 
became. 

Eventually a compromise was reached 


added. The first, 
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Ta para d 
hich many observers 
feel did the Soviets more harm than good, 
read: “The leader of the Solomon Islands 
delegation stated that no request had been 
received from the Soviet Union for a 
Soviet research vessel to enter Solomon 
Islands’ waters, and that if such a request 
were received it would be rejected. A 
majority of delegations regretted that the 
Soviet Union was persisting to press its of- 
fers of marine research to CCOP/SOPAC 
member states despite the fact that these 
offers were clearly unwelcome. They 
considered that the preceding para- 
graph had no place in the final report 
because the activities referred to were not 
part of the CCOP/SOPAC programme 
and regretted that a few delegations in- 
sisted on its inclusion against the wishes of 
the majority." 

The second additional paragraph 
merely noted: "The USSR delegation 
explained that it was not persisting 10 
press its offers, but was exercising the 
right to express its view on the subject. 
Several delegations regretted that other 
delegations tried to deny their right of ex- 
pressing their views. As to the statement 
of the representative of the Solomon Is- 
lands, it does not correspond to the facts.” 

The spectacle of the Soviet Union using 
harsh language against two small Pacific 
countries did not go down well with a large 
number of delegates. As one put it: “The 
Soviets made fools of themselves and were 
in the awkward position of having not only 
developed countries standing up opposing 
them, but also developing countries [in- 
cluding the five Asean members]." 

The importance the Soviets give the 
issue was telegraphed in a statement made 
by the head of the eight-man Soviet dele- 
gation, N. N. Soloviev, early in the ses- 
sion. Discussing policies for the economic 
and social development of the Escap re- 
gion, Soloviev dwelt for the most part on 
generalities and past Soviet assistance to 
the commission. But in almost the last 
paragraph, he suddenly homed in on what 
was later to cause the closing dispute. 

Soloviev stressed the need for all coun- 
tries to combine their efforts in carrying 
out studies and research which require 
substantial financial resources and a cor- 
responding scientific infrastructure. 

Soloviev then went on to say the Soviet 
Union was ready to make available for 
such studies, at its own expense, research 
ships and what. he called “flying 
laboratories." It was exactly the offer the 
Solomon Islands, for one, has said it will 
never accept. 

The Soviet interest in underwater re- 
search, and the lengths that Moscow is 
prepared to go to carry it out, were 
demonstrated in an incident in February 
last year. Two alleged Soviet spies left In- 
donesia after an Indonesian navy hydro- 
graphic officer was said to have provided 
them with data on the deepwater Makasar 
Straits between Kalimantan and Sulawesi 
— one of four important sea passages 
through the Indonesian archipelago link- 
ing the Pacific and Indian oceans. u 
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Enjoy the privacy of a living roon 
ALITALIA BUSINESS CLASS. 





To other airlines, it's first class. To Alitalia, its our spacious Business Clas: 
new 747’'s. Other airlines seat you six across in Business Class. Or even 
we seat you four across. Two wide seats on one side of the plane, and t 
With a huge aisle in between. So there's plenty of room to stand in, 

stretch your legs in. You'll need it after we wine and dine you. It's a flyir 
with cocktails and hors d'oeuvres, continuing through a superb Italian т 
equally superb shopping from the Alitalia Boutique, featuring the best 
"BUSINESS CLASS ALITALIA | Battistoni, Ferragamo, Gianni Versace, Trussardi, Valentino and more 
prices. But you don't have to wait until you're on board to experience ou 
It starts with a separate check-in where you can select your favorite seats. And an exclusive s: 

lounge at many airports around the world. So, next time you fly, make sure you fly Alitalia Л і | 
Business Class. Because at Alitalia, more than any other airlines, Business comes first. £ i 
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1ew. That is, a universal range of standar 
products EU ST ву wide experienee. 

"er over a century, we have worked in close 
seperation with customers to evaluate their 
Yeeds and we continue to create tailored solu- 
iens together, in 123 countries, every day. 


Е ы An example from the Philippines: 
| | The Philippine Long Distance Telephone 






Company (PLDT) has placed orders 
with Siemens for an electronic commu- 
А | | nications network totalling 00 
СЕСЕ telephone line units of a Е than 
| 100000 are already operatig: 
The public communications network, 
mainly for the Capital Manila, includes 
| equipment for national and internatio- 
nal calls, radio relay equipment and 
telephone terminals »Masterset«. 


If you want to know more about 
Siemens and the part it can play in the 
realization of your electrical engineer- 
ing requirements, write to: 

Siemens AG, P.O.B. 103, 

ФЕ 1 D-8000 Munich 1 
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When a corporation, a govern- 
ment, or a government agency 
seeks a major syndicated financ- 
ing, it wants innovative ideas and 
professional execution. When it 
turns to The Morgan Bank it gets 
these—and a lot more. 

There’s the Morgan banker, 
who specializes in wholesale 
banking. There’s our internation- 
ally respected team of syndica- 
tions specialists. And there’s The 
Morgan Bank’s major presence in 
international money and capital 
markets. Last year Morgan was 
alone in ranking among the top 
10 lead managers worldwide in 
both Eurobond and syndicated 
loan transactions. 

So we know where the money 
is, and we're able to commit large 
sums for our own account. 

Delivering these unusual 
strengths to major borrowers 
is the joint responsibility of 
Morgan's worldwide staff of 
banking officers and the inter- 
national syndications group. 


How The Morgan 
successful syndications 


Continuous communication be- 
tween the two means that major 
borrowers receive regularly up- 
dated information on a broad 
range of financing techniques. 

New techniques 
In addition to syndicated Euro- 
currency loans, these may include 
floating-rate capital market trans- 
actions, loans denominated in 
composite currencies such as 
European Currency Units and 


Tad Beczak, left, based in Hong Kong, with Jim 
Fuschetti, head of syndications in New York. 





Special Drawing Rights, or in- 
terest rate and currency swaps. 
Banks, borrowers benefit 
Our standing with other inter- 
national lenders is especially 
important to borrowers. Putting 
together a major financing 
requires not only knowledge of 
the sources of funds, but access 
to them, and informed judg- 
ment in choosing among them. 
This ensures that term, matu- 
rity, and other conditions will be 
tailored to the purpose of the 
loan and to market conditions. 
Participating banks also value 
our knowledge of the total syndi- 
cations market, our skill in coor- 
dinating and executing financ- 
ings, and our thoroughness in 
preparing loan documentation. 
Morgan syndications specialists 
are headquartered in London, 
New York, and Hong Kong. Acting 
with speed and discretion, they 
help clients around the world meet 
a wide range of credit require- 
ments. These include short-term 
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London-based syndications specialists are, from left, Janet Mitchell, Miriam Raney, Robert Gray (head), Victor Brunello, Benjamin Weston 


capital loans to finance trade, generate funds for repayment. meet major syndication needs. 
medium-term revolving credits for Call any Morgan office Talk with the Morgan officer who 
corporations or for countries with Learn more about how Morgan's calls on you, or get in touch with 
development needs, and longer- combination of expertise and us through any of our offices, 
term financing for projects which financial resources can help you worldwide. Member FON 


The Morgan Bank 


FIRST WE CHANGED OUR NAME FROM SIRIUS TO VICTOR. 


THEN WE ADDED SOFTWARE THAT TURNS VICTOR INTO AN 
EVEN MORE VERSATILE SYSTEM. 


LEADERSHIP. Sirius’ unique combination of 
hardware and software made it Europe's leading 16-bit 
microcomputer. 

Now, in its new global role, Sirius has acquired the 
Victor name and worldwide service organization. Butwe 
haven't forgotten what we learned as Sirius. 


THE SOFTWARE EQUATION. Without 
software, even the best computer is principally useful 
as an expensive boat anchor. í 
That's why Sirius, and now Victor, encou- 
rages the development of useable and useful 
software for business, industry, and the 
professions. Today, our software library 
contains hundreds of highly productive 
programs written for use in all major 
European languages. 


THE VERSATILE COMPUTER. With | 
available software and the Victor printer, the advanced 
16-bit Victor computer can become a complete office 
system with unmatched performance in its price range. 


THE POWERFUL COMPUTER. No 
computer in its price range offers you the features 
and performance of the Victor computer system. 

Start with memory. The standard Victor offers 128 
Kilobytes of memory and full 1.2 megabytes of disk 
storage. 

Then, keyboards. Victor offers keyboards in all major 
European languages. 

Now, the computer itself. Victor is a third genera- 
tion 16-bit microcomputer with power once imaginable 
only in computers costing many multiples of the Victor 
price. And here's the paradox: the more powerful a com- 
puter is, the easier it can be to use. 


THE FRIENDLY COMPUTER. With Victor 
hardware and software, you'll probably be using it the 
first moment you own it. 

Start with programs like word processing and elec- 
tronic management tools. Add terminal programs which 


DDB 2/smp 





VICTOR, THE 
ADVANCED 16-BIT 
MICROCOMPUTER. 











allow you to communicate with mainframe computers. 
Network Victor computers to share programs, data and 
accessories such as printers. The Victor system is built 
to grow with you. It’s actually so friendly that it can talk 
to you, or record your voice digitally. 


TRY IT YOURSELF. There are Victor com- 
puter dealers worldwide. They'll be happy to give you a 
complete, hands-on demonstration of Victor systems 
and software. 

When you compare price and performance, we think 
you'll agree, nothing beats the Victor system. 


VICTSR 


FOR MORE INFORMATION AND THE NAME OF YOUR NEAREST DEALER, WRITE US, OR CALL US AT THE NUMBERS BELOW: 
VICTOR TECHNOLOGIES INC. 380 EL PUEBLO ROAD. SCOTTS VALLEY. СА 95 066. (408) 438.66.80. 
VICTOR TECHNOLOGIES EUROPE. NINOOFSESTEENWEG 71. 1750 SCHEPDAAL. BELGIQUE. (2) 569.55.00. 


1l lakes Somemning extraordinary to be Known the worid over. 


BankAmerica Travelers Cheques. World Money: 


In all the world, few things receive international recognition. 
BankAmerica Travelers Cheques do. They are carried with confidence 
by experienced travelers on six continents, and welcomed by 
merchants in 160 countries. They are available in leading world 
currencies. And they are the only travelers cheques that carry the backing 
of BankAmerica Corporation, a leader among the world's foremost 
financial institutions. BankAmerica Travelers Cheques. 

Is it any wonder they are known as World Money? 


BANKAMERICA CORPORATION B 






“I refuse to go to 
Sydney unless I can stay at 
The Regent.” 





RSDOSIC 


In the heart of Sydney, overlooking 
the Opera House, stands The 
Regent. 

The bedrooms are the most spacious 
in downtown Sydney. Most of them 
have harbour views, and their bath- 
rooms surround you with marble. 
Of the many restaurants that adorn 
it, you may choose anything from 
nouvelle cuisine and the freshest 
Australian seafood to the best 
hamburgers in town. 

This hotel boasts an outdoor pool 
perched high above the harbour. 
Its meeting and conference facilities 
include Sydney's finest ballroom. 
And the services offered to guests 
rival the world's greatest hotels, 

It is the only hotel of its kind in 
Sydney. 

A hotel for perfectionists. 

A Regent, 


the 


A REGENT®INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR 
MANILA. COLOMBO. FIJI. SYDNEY. MELBOURNE 
HAWAII. ALBUQUERQUE. NEW YORK 
CHICAGO. PUERTO RICO, MONTREAL 


SYDNEY 238-0000, TELEX 73023; HONG KONG 3-663361; SINGAPORE 7373555; TOKYO 03-211-4541 
OR CONTACT ANY REGENT INTERNATIONAL HOTEL. 
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© REPORTING on the Southeast 
Asian safari of Japanese Prime Minister 
Yasuhiro Nakasone, Jakarta bureau 
chief Susumu Awanohara (an overseas 
Japanese himself) described the tour as 
"primarily a public relations exercise" — 
* and a successful one at that (REVIEW, 
May 19). Awanohara adds that some of 
the credit must go to an unprecedented 
PR effort by Japan's Foreign Ministry — 
the Gaimusho. Conscious that of the 
270-odd foreign newsagencies and publi- 
cation representatives in Tokyo only 
four were from Asean, it invited almost 
40 journalists from the region and 
Brunei to Tokyo prior to the trip. 

These journalists, made up of four 

separate groups specialising in defence, 
politics, economics, and science and 
technology, met many Japanese officials 
during their stay. In addition, TV crews 
were invited from most of the Asean 
countries. 
@ ON the tour, Japanese ambassadors, 
not press attaches, hosted pre-visit brief- 
ings, press luncheons and films introduc- 
ing Nakasone. The Japanese cultural 
centres in the region also organised film 
shows and photo or art exhibitions on an 
unprecedented scale before the prime 
minister's arrival. The Foreign Ministry 
also provided an official spokesman who 
briefed the local and foreign press cover- 
ing Nakasone's trip on what had been 
told to the Japanese press accompanying 
Nakasone. The lack of such a service had 
caused much resentment in the past. 
Foreign Minister Shintaro Abe, or a 
spokesman of his ministry, went on TV 
at most stops, explaining the visit and 
answering questions. 

Some observers said that the ministry 
had finally discovered the value of public 
relations — and the outside world. 
Others thought that it was simply follow- 
ing Nakasone's orders. Still others 
speculated that officials were fearful of 
administrative reform, through which 
Nakasone is cutting down the overgrown 
Japanese bureaucracy. The Foreign 
Ministry has often been criticised for 
being poor at collecting and analysing in- 
formation, and clumsy at projecting a 
good image of Japan abroad. 

ө ONE Tokyo-based scholar/writer ar- 
gues that the Gaimusho has been much 
maligned for faults which are not en- 
tirely its own. It ostensibly represents 
the central government of a sovereign 
state. But in fact it is only one among 
many groups which, though theoreti- 
cally subservient to a centre of decision- 
making and responsibility, are in fact 
competing with one another for greater 
power. In controversial situations re- 
quiring a clear explanation of Japanese 
attitudes, the ministry cannot live up to 
foreign expectations because there is no 
clear-cut unified view it can represent. 

e BUT, if the Gaimusho’s Southeast 
Asian campaign was a true recognition 
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of the value of good PR, it will be wel- 
come. My own experience (and that of 
our Tokyo bureau) with the Information 
Department of the Gaimusho has been 
very much less happy — indeed our re- 
cent dealings with one individual in par- 
ticular were reminiscent of the mind- 
bending arrogant inefficiency to be 
found either in Japan’s own imperial 
household or among the bureaucrats of 
one of the more Stalinist “people’s 
democracies.” The official in question, 
for example, produced some photo- 
graphs of Nakasone with the proviso that 
only a formally posed picture could be 
used on the REVIEW cover, the less in- 
formal ones on the inside. We told him 
what he could do with his photographs. 

€ AMONG the journalists who went to 
Phnom Penh recently to witness the 
withdrawal of some of the occupying 
Vietnamese troops (a withdrawal which 
Thailand suspects was simply a normal 
rotation of the garrison) was Bangkok- 
based NBC correspondent Neil Davis, 
who used to report from Indochina for 
the REVIEW. In his pocket were the keys 
to the apartment he had occupied in 
Phnom Penh until he left the city hur- 
riedly on April 12, 1975, a few days be- 
fore the Lon Nol government fell to the 
advancing Khmer Rouge forces. 

He was able on this last trip to go back 
to his apartment. To his astonishment, 
the key to his letterbox in the entrance 
hall turned smoothly. Two letters were 
in the box, covered with dust and cob- 
webs. One was from the Argus group of 
South Africa. The second was from the 
REVIEW. The latter was partly eaten 
away by insects or moths, but that from 
the land of apartheid was practically un- 
damaged. Davis comments that the Lon 
Nol government can be proud of the de- 
dication of its postmen — for when the 
letter was delivered, Phnom Penh was 
under constant rocket and artillery bom- 
bardment. 

Davis adds: “I wasn’t so lucky when I 
went upstairs to my apartment on the 
fourth floor. Га left it on that hectic day 
eight years ago fully furnished, right 
down to my uneaten breakfast on the 
table, and walked out with only the 
clothes I was wearing. 

“Again, the key worked, and I tenta- 
tively pushed the front door open, with 
the distinctive creak I remembered so 
well from the five years I lived there. 
Everything Га ever owned in Cambodia 
was gone, replaced by a few sticks of 
cheap furniture. More than the valuable 
teakwood dining and bedroom suites, 
and more than the absent Mercedes 
from the downstairs carpark, I missed 
two beautiful paintings — and 11 years 
of notebooks and records of every story 
I'd ever worked on in Southeast Asia be- 
tween 1964 and April 1975." 

So, in the end, all that was salvaged 

¡were a couple of letters, one moth- 
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Derek Davies 


eaten, which had lain undisturbed in a 
letterbox for eight whole years. That 
gives this Traveller almost as eerie a feel- 
ing as Davis experienced when the key 
turned in the lock. 

e SOME in-flight magazines run arti- 
cles well above the level of the usual 
touristy pap; others conform. On a re- 
cent transcontinental flight on United 
Airlines (the line which has recently 
launched trans-Pacific routes and whose 
sales. slogans, “Fly United," was once 


memorably illustrated on stickers and T- | 


shirts with a picture of two birds ecstati- - | 


cally joined in flight) another traveller, _ Pi 
Harry Rolnick, picked up the March | 


1983 edition of the airline’s magazine 
and found therein an article on Hong- 
kong headlined “Contradiction and 
complexity in a Crown Colony," by one 
Judith Blakely Morgan. 

She appears never to have visited the 
place, and to have written from a 
guidebook about 10 years old. She re- * 
commends one restaurant (the Hing 
Wan) which closed at least a year ago 
and wasn't on. Queen's Road Central 
where she says it is, but on Queen's 
Road West. Another favoured restau- 
rant, Wan Lai, never existed to the best 
of Rolnick's knowledge and certainly 
doesn't exist now. She describes the 
Ocean Terminal as Asia's largest shop- 
ping centre, when that title is claimed by 
the Harbour City complex or, for an in- 
dividual building, New World. 

She talks of the charms of the “frag- 
rant gardens and verandah of the old Re- 
pulse Bay Hotel," a building which has 
long since become an ugly hole in the . 
ground. Then comes Rolnick's favourite 
combination of error and misprint: 
"Cricket is played with aplomb on the 
splendid pitch of the Honk/ [sic] Kong 
Cricket Club just steps from the Sup- 
reme Court Building and the Bank of 
China." That, alas, has not been so since 
the mid-1970s. 
€ A NICE blend — unintended by the 
makers of a certain soft drink — occurs 
in a sign just outside Iloilo, Panay, in the 
Philippines: 

" - - 


Sjon Hauser, who snapped it, adds 
that another sign illustrating the Filipino 
mix of Eastern friendliness and a West- 
ern business-like approach is to be found 
on the exit to a hospital in Leyte. It reads 
simply: “See you again.” 
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al in common between E:T: and 
th are bald, very wise, hail 
ge and distant cultures and, as 


| (the power of love.” 
unlike E. T., Gandhi seems to have 


e American liberals — the people 
rom the peace movement and the con- 
ientious objectors — seem to like Gan- 
dhi's supposed philosophy of non-vio- 
lence:while conservative journalists such as 
Herbert London have seen fit to warn “au- 
diences eager for peace and simple solu- 
tions [that] when a nation abdicates de- 
fence for passive resistance, it plays into 
the hands of an aggressor.’ 

Both the detractors of non-violence and 
its supporters have blithely assumed that 
Gandhi was indeed a saint, living simply 
and: practising. non-violence,‘ as the film 


ie life-and writings of Gandhi that should 
ution conscientious objectors, civil- 
rights advocates and egalitarians from au- 
tomatically assuming that Gandhi would 
be on their side if he were alive? Con- 
versely, opponents of detente and 
women's rights need not write off Gandhi 
tomatically. 
|». Those going through Gandhi's writings 
tather than relying on the film will soon 
realise that he was first and foremost a 
politician, skilled in the manipulation of 
minds and not above using insidious tac- 
tics to outflank his opponents from the 
Left or the Right. What is more, he used 
the ideology of “non-violence” in a selec- 
e and self-serving way. 
The fact that Gandhi did not hold for- 
mal power in the Indian National Con- 
gress was no proof of his lack of ambition. 
Congress party history is filled with in- 
stances of Gandhi blackmailing the mem- 
bers by use of *moral" persuasion and be- 
hind-the-scenes politicking, into electing 
president of the party the man he 
favoured rather than the man favoured by 
the majority. 
_ One such man, bullied out of the Con- 
gress presidency by: санды. i 
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picts. But there is enough material in | 


N. B. Krishnan ds a journalist, born, 


the British in such a way as to benefit his 
faction of the nationalist movement, the 
so-called “non-violent” faction, at the ex- 


-pense of the Left- and Right-leaning fac- 


tions that believed in the use of force. The 
most galling example of such a tactic oc- 
curred in 1931 in the middle of a nation- 


‘wide, turbulent civil-disobedience cam- 


paign during which British officials were 
being assassinated and British goods 
boycotted: The frightened British offered 
to. negotiate with the most amenable of 
India's nationalist leaders, Gandhi. The 


result was the Gandhi-Irwin pact. Drawn: 


up largely by Gandhi, the treaty promised 
that the Congress would halt the civil dis- 
obedience movement and call. off the 
boycott of British goods if the authorities 
agreed to release the “non-violent” pris- 
oners. 

'More importantly, the pact allowed the 
British to execute the famous Indian 


' nationalist Bhagat Singh and his asso- 


ciates, an action. for whi h many Indians 
; Even a fer- 





vent ашон of Gandhi, -Jawaharlal 





brought up and educated in India, who 


has worked both in India and extensive-. 


ly abroad, including the United States. 





Nehru, was caved to describe the pact as 
a “surrender.” In the ensuing riots pro- 


testing against the pact, 141 people were 


killed. By such. tactics did Gandhi elimi- 
nate the "violent" wing of the Indian 
nationalist movement. 

Conscientious objectors in the US 
should understand that Gandhi's pacifism 
never extended to the armed forces. The 
Congress supported the British during 
World War I and Gandhi helped recruit 
soldiers for the British Army. Moreover, 
while Gandhi refused to support the 


British in World War II, this was for politi- 


cal — one can even say opportunistic — 
reasons rather than because of a belief in 
non-violence. Gandhi rejected the offer 
from a beleaguered Britain of self-rule 
after the war in return for Congress coope- 
ration against the Axis powers as a “post- 
dated cheque from a failing bank." 


andhi was not against the war as such. 
Büt Japanese troops were on India's 


war.: 
-Butit would not be wrong to s 


|. was only the violence of India: 


Gandhi also often came to terms with 





to o have taker a relatively mild view of the 
violence from the British police. The Con“ 
gress did call for a non-cooperation moye- 
ment in 1919 to protest against the mas- 
sacre of 370 people in Amritsar by the 
British, but it was soon called off by Gan- 
dhi who said that people who were "not 
true passive resisters” were taking advan- 
tage of the situation. | 

However, the same Gandhi who was 
disturbed by the’ violence from unarmed 
crowds was quite able to reconcile himself 
to soldiers" ring on unarmed people. 









whali Rifles disobeyed British orders and 


refused to fire conan unarmed. crowd, опе 







| as an exemplary non-vio- 
lent act.’ Ви Gandhi chose to condemn 
the soldiérs'as the British proceeded to 
court-martial them. Gandhi told a French 
journalist: oldier who disobeys an 
order to fire breaks the oath which he had 
taken and renders himself guilty of crimi- 


nal disobedience. I cannot ask soldiers to 
disobey; for, when I am in power, I shall in 


all likelihood make use of those same sol- 


- diers. I should be afraid that they might do 
| the same when I am in power." 


The egalitarians and the socialists in the 
West who admire Gandhi's "simple" life- 


«style and who think that he stood for some 


kind: of primitive socialism should think 
again. Gandhi's simplicity was more sym- 
bolic than real, and he was a staunch sup- 
porter of the caste system. Gandhi was 
also quite tolerant of the feudal-style rela- 
tions that prevailed between peasants and 
landlords in rural India: It was only the un- 
touchability iri the caste system that he op- 
posed. 

Gandlii wrote: *I do, however, believe 
in varna [caste], which is based on heredi- 
tary occupations . .. Lam inclined to think 
that the law of heredity i is an eternal law, 
and any attempt to alter that law must 
lead, as it has led before, to-utter confu- 
sion. I can see very great use in consider- 
ing a Brahmin to be always a Brahmin 
throughout his life.” 

Barrington Moore, the American social. 
historian, describes the Gandhian view of 
peasants: and landlords thus: “Gandhi's 
outlook contained nothing $ very terrifying 
to the holders of property, even to the 
landed aristocracy who were generally 
hostile to him. He maintained this point of 
view quite СО reproving the 

sing violence, 























northeastern border, and the invasion of | \ 
| India seemed so imminent that the British |. like 
were making plans for evacuation via | 
Madras in the south. Gandhi was just not. 
sure. whether the British: would: win the 






also kind enough to put Gandhi in the first 
class in jails — a class. which had many 
amenities, including servants. AII of this 
led Sarojini Naidu, one of the Congress 
leaders, to quip: "You will never know 
how much it costs us to keep that saint in 
poverty. 

It is being reported that Gandhi i is caus- 
ing a stir even in South j nek The Trans- 
vaal Gandhi Centenary s plan for 
a gala premiere in Apr gne a multiracial 
audience was torpedoed by the South Af- 
rican Government, and it took the Indian 
Government to persuade the film's direc- 
tor, Sir Richard Attenborough, not to at- 
tend a segregated premiere, But the belief 
persists that Gandhi was a.champion of all 
the coloured people in South Africa: like 
so many beliefs about NERA itis open to 
question. à 


andhi's record in the: aii dpertbeid 

struggles is ambi , and during the 
many years he spent in that country he was 
lukewarm to the idea of organising black 
South Africans and Indians together. 
When the Bantu leader, the Rev. S. S. 
Tema, approached Gandhi about organis- 
ing Indians and blacks together against the 
apartheid laws, Gandhi replied: *Any at- 
tempt to organise joint action against 
Europeans may even be injurious to both 
and should not be encouraged." 

When apartheid laws requiring registra- 
tion of persons and the ا‎ of passes 
were first introduced, G i took part in 
a public protest and was arrested. But he 
was released soon enough and agreed, in 
his usual self-serving way, to “voluntary re- 
gistration” if no law making it compulsory 
was passed! Many in the Indian communi- 
ty pointed out that there could be no ques- 
tion of voluntary registration and accused 
Gandhi of cooperating with the govern- 
ment. - 

The greatest propaganda success of 
Gandhi's followers lies in having con- 
vinced the world that Gandhi was above 
religious loyalties and that it was the fana- 
tical and violent Muslims who insisted on 
carving Pakistan out of a united India. 
Mohammed Ali Jinnah, the founder of 
Pakistan, was a cultured and tolerant man 
who worked together with Gandhi for 
many years. It was only after the 1937 elec- 
tions — when Congress refused to share 
power with the Muslims — that Jinnah 
ceased cooperating with the Congress. 

Jinnah’s reluctance to embrace Gan- 
dhi's vision of Ram Raj (named after the 
Hindu god Rama) in exchange for British 
Raj was quite understandable. Nor is Jin- 
nah's description of Gandhi as *a Hindu 
revivalist" far from the truth. Gandhi's 
“religious politics" must take at least some 
of the blame for the slaughter that hap- 
pened on the Subcontinent in 1947. 

Gloria Steinem, one of the pioneers of 
feminism, is said to be among the new ad- 
mirers of Gandhi, and the film was said to 

have been screened at the convention of 


‚ National Conference of Women at | 
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Gandhi: just another politician? 





Work in Washington. One wonders whe- 
ther that organisation would honour any 
other old man in his 70s who asked young 
women, including his grandniece, to sleep 
with him to help him test his celibacy vow, 
or who recommended women facing rape 
to commit suicide by holding their breath 
and biting their tongue. That is exactly 
what Gandhi did. 


Women's organisations might also like 
to consider whether they really should re 
gard as a hero the cranky old Gandhi, who d 
let his wife die from bronchitis by e 
ding the doctors to inject her with penj 
lin because it was not in keeping wit 
beliefs about medicine. i won 

Books by Ved Mehta and Erik Erikson. | 
describe in detail Gandhi's odd sexual ber 
liefs, but there is enough material in bens 
dhi's autobiography itself. He write 
about how he used to lust for his yo 
wife constantly and how he used to n] 
guilty about it. He also writes about how — 
he shaved bald one of the women in his’ 
cooperative farm for having had a re- | 
lationship with his son. A long-time ad- 
mirer of Gandhi, the American author 
William Shirer, says that Gandhi thought. 
a "man and wife should live as brother - 
and sister, that intercourse was a sin 
if indulged in for pleasure and that sex- _ 
ual attraction between men and wor 
was unnatural.” 3 2, 

Attenborough's respect. for Gandhi 
may be genuine, but there is no Memes 
why we should let the film persuade и: 
that Gandhi was *a man of the century 
who] defeated the British Empire | 
singlehandedly and] freed 350 million 
people." He was just another politician | 
who had more than his share of morally - 
ambiguous actions and personal flaws. E - 
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INDIA/DEVELOPMENT 


Water for a wasteland 


The country’s biggest-ever canal project nears completion, 
promising to bring water to the desert area of Rajasthan 


By Salamat Ali 
New Delhi: In the 7th century BC the As- 
syrian king Sennacherib built an 80-km. 
stone-lined canal to carry fresh water to 
Nineveh. The canal—complete with a 330- 
m. stone aqueduct and a dam with sluice 
gates to regulate the flow of stored water 
— was built in a mere 15 months and was 
one of the first major irrigation projects 
ever undertaken. In the centuries that fol- 
lowed, countless other artificial waterways 
were built, including China’s Grand 
Canal, the first 960-km. section of which 
was opened to navigation in AD 610. 
India, of all the great civilisations, was 
not an especially prominent builder of 
man-made irrigation and canal systems. 
Today, however, Indian workers are com- 
pleting an enormous canal 
which will bring water across 
650 kms of desert and waste- 
land, providing irrigation for 
the Thar desert in the north- 
western state of Rajasthan, 
which borders Pakistan. The 
Rajasthan canal, which is ex- 
pected to cost US$535 million 
and which will have taken 25 
years to build, is scheduled for 
completion in March 1985. 
This waterway project is im- 
portant to India for two 
reasons. First, it is estimated 
that crops worth more than 
US$600 million will be pro- 
duced annually from the newly 
irrigated land; the water will 
also drive a series of small-scale 
electricity-generating stations. 
Secondly, as the canal closely 
parallels Pakistan's border with 
India. and stretches across an 


expanse of land that is ideally suited for 
tanks, critics of the project have suggested 
that the canal is essentially a military pro- 
ject designed as much to trap Pakistani 
tanks — in the event of another war with 
that country —as to make the desert bloom. 

The positioning of the canal initially 
raised some eyebrows in predominantly 
Muslim Pakistan. Islamabad lobbied 
against a US$450 million Iranian loan for 
the project, pledged by the late shah, 
Reza Pahlavi. But when the shah was 
ousted by Ayatollah Ruhollah Khomeini's 
fundamentalist Shia Muslim regime, the 
offer was withdrawn. Then Saudi Arabia 
was asked to follow through on the shah's 
offer, but the Saudis also declined. 
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Finally the World Bank agreed to lend 
India US$69 million for the project, and 
another US$135 million is being applied 
for this year. The World Bank was at first 
reluctant to, cooperate — perhaps in part 
because of the strategic implications of the 
canal — but India was able to demonstrate 
to the bank's satisfaction that the position- 
ing of the canal had been dictated by the 
slope of the land along which the water 
must flow, The bank was also influenced 
by the fact that India was then prepared to 
foot most of the bill itself, with New Delhi 
providing half in grants and loans to 
Rajasthan, and the state providing the 
rest. 

The canal system is located in the Thar 
desert — the easternmost link of the great 
Afro-Asian desert chain which stretches 
east from the Sahara. The Thar is held in 
check in the east by the Aravali mountain 
range, whose eastern slopes mark the be- 
ginning of the Subcontinent's less-arid, 
fertile plains. The desert's average annual 
rainfall is 8-30 cms and temperatures can 
jump as high as 45°C in the summer. Popu- 
lation density varies between three and 39 
per square km. 

The canal begins in the north 
at the Harike Barrage — lo- 
cated in Punjab state a few kms 
below the confluence of Sutlej 
and Beas rivers — runs 
south through Punjab and 
Haryana states. This stretch of 
the canal serves only as a feeder 
and has no tributaries.. Enter- 
ing Rajasthan 204 kms 
downstream from its headwat- 
ers, the canal begins disgorging 
its flow along seven major 
tributaries forthe next 189 kms. 
Forthe remaining 256 kms of its 
length, 11 tributaries portion 
out the canal's waters. All 18 
tributaries run west from the 
canal's banks. The feeder canal 
comes as close to the Pakistani 
border as 20 kms and moves as 
far away as 100 kms. Many of 
the canal’s tributaries come 
within a few kms of the border 
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blossom, but so do the problems. 


and their branches touch the border at sev- 
eral points. Ж. 

The canal project was divided into two 
phases. The first brought thé feeder canal 
204 kms south through Punjab and 
Haryana states into Rajasthan and ex- 
tended it a further 189 kms into Rajasthan 
in a southwesterly direction. In addition, 
3,000 kms of tributaries were built in 
Rajasthan and a network of branches was 
dug to channel water into the fields. The 
first-phase network, entirely lined with 
tiles, is now irrigating some 415,000 ha. of 
farmland west of the main canal. Some irri- 
gation water is also being moved by lift- 
pumps to higher ground east of the canal. 
When work on the first-phase tributaries 
and their branches is completed — possi- 
bly by next March — some 556,000 ha. 
west of the canal will be served by the sys- 
tem. 


0 far, nearly 490,000 ha. of land be- 

nefiting from this network has been 
purchased by more than 75,000 families. 
The government has sold each of the 
families a 6.5 ha. plot for the equivalent of 
US$2,900, payable in 15 annual instal- 
ments and with a restriction that the land 
cannot be resold for 20 years. Initially, 
most of the landholders were from Rajas- 
than, but now many families from Punjab 
and Haryana states hold land in Rajasthan 
because some Rajasthan herdsmen, who 
originally bought plots, later sold them il- 
legally to outsiders. Today a 6.5 ha. plot, 
originally purchased 20 or more years ago, 
can fetch up to US$40,000. 

The second phase of the project will ex- 
tend the feeder canal by 256 kms along the 
same general path as the previous 189 
kms. This development has proved dif- 
ficult as the land — unlike the terrain 
traversed during the first stage — is rocky 
and interspersed with huge, shifting sand 
dunes. Because of these problems, water 
has only been brought to 18,400 ha. of 
farmland along this stretch of the canal so 
far. Nearly 1.13 million ha. are to be irri- 
gated eventually in this area. Although 
there have been few takers for much of 
this land, the government is now offering 
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incentives such as rapid development of 
roads, electricity supplies, marketing 
centres and social amenities for settlers. 
Free rations for the first three crop years 
are also being offered to settlers under the 
World Food Programme. 

Even with the incentives and the com- 
pletion of this final section of the feeder 
canal scheduled for 1985, planners expect 
it will take as long as 10 more years to pre- 
pare all the second-stage land for settle- 
ment. Completion of all tributaries and 
branches is expected to take up some of 
this time, and much work has yet to be 
done to solve the constant threat to the 
network posed by the dunes. Further- 
more, sand mixed with fertile soil particles 
brought down by the canal's waters 
creates an ideal growing medium in the 
canal bed for choking weeds which are dif- 
ficult and costly to remove. 

To further complicate matters, the 





whole system has come under the threat of 
Sikh political protest in the north. Undera 
water-sharing formula established in De- 
cember 1981, Rajasthan was to receive 8.6 
million acre ft of water from the system, 
while Punjab and Haryana states were to 
get 4.2 million and 3.5 million acre ft re- 
spectively. One of the Sikhs' main com- 
plaints is that they are not receiving a fair 
share of the water which passes through 
their state. 

Rajasthan has accused the Punjabis, 
who control the canal's headwaters, of not 
releasing the agreed share. For example, 
during 1982-83, the Rajasthanis say, only 
60% of the normal average flow was re- 
ceived in their state. While the current 
flow is sufficient to meet the canal's pre- 
sent requirements, all 8.6 million acre ft 
will be required when the entire network 
of tributaries and branches for both stages 
is completed. ш 
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INDIA/POLITICS 


The people's outcast 


Opposition parties take to the streets to demand 
ag ousting of Bihar state's chief minister 


-By Mohan Кат 


New Delhi: The movement by eight com- 
munist and leftist opposition parties in 
'Bihar state to oust Chief Minister Jagan- 
nath. underscores a growing crisis for 
-Prime Minister Indira Gandhi's ruling 
'Congress party government in New Delhi 
as well as for state governments domi- 
«nated by her party. Having voted a Con- 
¿gress administration into power, many of 
Bihar's citizens now seek to oust its leader 
‘through extra-constitutional means be- 
‘cause they have become disenchanted 
with the administration’s performance. 

: Even members of the ruling party in the 
state have joined the opposition in their 
demands that Jagannath be dismissed — a 
move which could have ominous repercus- 
sions in such states as Punjab, Orissa, 
Haryana and Assam, where opponents to 
elected governments are also taking their 
grievances onto the streets. 

The Bihar protests, which have led to 
200 injuries and 5,000 arrests, were aimed 
at paralysing the state administration by 
-obstructing entry to government offices. 
(Jagannath claimed the effort failed.) 
Generally non-violent and restrained, the 
opposition's campaign is focused on the 
administration's alleged callous attitude in 
dealing with a severe drought which al- 
ready has caused more than 100 deaths by 
starvation. Special funds intended for 
drought relief, the opposition claims, 
were siphoned off by state politicians and 
bureaucrats, who are reputed to be among 
the most corrupt in the country. 

Bihar, India's second most populous 
state with more than 70 million people, is 
perhaps the worst-administered of the 
country's 22 states. With little semblance 
of law and order, murders, robberies and 
gang rapes are common. Last year, Jagan- 
nath, who recently shed his surname, Mis- 
hra, because it denotes his caste, tried to 


Jagannath: protest on the streets. 





strong-arm the press by introducing a bill 
aimed ostensibly at curbing scurrilous and 
obscene publications. A nationwide pro- 
test movement against the bill forced its 
withdrawal. 

The limited nature of the opposition’s 
latest demand — Jagannath’s dismissal — 
is an indication of the opposition parties’ 
doubts about their own strength. Opposi- 
tion leaders have no objection to another 
Congress government as long as it is led by 
someone other than Jagannath. They are 
not demanding dissolution of the state as- 
sembly and fresh elections because the op- 
position is divided and uncertain it can de- 
feat the Congress. 


Mrs Gandhi: a movement escalated, "e^ "we 


In 1975 a spontaneous movement in 
support of student attacks on Jagannath 
spread throughout the state, taking the 
political initiative from all opposition par- 
ties. Jayaprakash Narayan, a Gandhian- 
style leader who did not belong to any 
party, widened the movement to include 
all the opposition parties except the pro- 
Moscow communists. The movement en- 
gaged in massive civil disobedience, while 
demanding the dissolution of the state as- 
sembly. Mrs Gandhi said at the time that 
the assembly would not be dissolved in re- 
sponse to a demand from the streets. 
Soon, the Bihar movement escalated into 
a nationwide movement for the ousting of 
Mrs Gandhi. After her election to parlia- 
ment in 1975 had been held void by a 
court, Mrs Gandhi declared the Emer- 
gency in June that year. 

After suspending civil rights and throw- 
ing more than 100,000 political opponents 
— including Narayan — into prison, Mrs 
Gandhi called a snap election in 1977 to 
legitimise the Emergency. But she lost. 
Soon her party also was defeated in sev- 
eral states, including Bihar. When she 
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made her comeback in 1980, her party re- 
gained most of the lost states, and Jagan- 
nath was returned as chief minister in 
Bihar. The present campaign — by no 
means a big success yet — is different from 
that which Bihar witnessed in 1975. The 
opposition. Only wants to build up its 
strength through demonstrations, 
capitalising.on the Congress’ overall elec- 
toral decline which is raising doubts about 
Mrs Gandhi winning a majority in the next 
parliamentary election, due in early 1985. 

But Mrs Gandhi has reason to worry 
about her own party’s dissidents support- 
ing the opposition in their demand for 
Jagannath’s ousting. If she does not con- 
cede the demand, the dissidents could 
sabotage her party’s chances at the next 
parliamentary elections. Such sabotage 
took place in state assembly elections in 
January in Andhra Pradesh, where the 
chief minister had been hand-picked in 
New Delhi — in keeping with Mrs Gan- 
dhi’s political style — and not chosen by 
local legislators. 

There are also rumblings of revolt 
against hand-picked chief ministers in sev- 
eral other states besides Bihar. But chang- 
ing chief ministers means discontinuity in 
administration, and this also could ad- 
versely affect her party's electoral 
chances. 

The opposition is convinced that Mrs 
Gandhi is planning a snap parliamentary 
election in early 1984, a year ahead of 
schedule. The prime minister has denied 
such plans, but analysts think a rumour of 
an early election originated from Mrs 
Gandhi's camp to test the opposition's 
ability to present a united front against 
her. Andhra Pradesh Chief Minister N. T. 
Rama Rao, who led his regional party to 
victory in January, has taken the initiative 
to call a meeting of national and regional 
opposition parties to explore possibilities 
of such a front. 

Even if a snap election is not in the of- 
fing, Mrs Gandhi can ill afford dissident 
party activity in the states while the oppos- 
ition is trying to unite against her. The 
Bihar agitation might not mean much in it- 
self, but it should remind her of a chal- 
lenge she had not taken seriously in the 
past — a section of her party going over to 
the opposition. Uu 
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the world’s largest producers of opium — 
about 1,000 tonnes per year. India is sel- 
dom seen as an exporter of drugs because 
narcotics of Indian origin rarely figure in 
international drug cases. 

However, a foreign delegate at a recent 
drug seminar in New Delhi charged that 
Indian authorities had recently discovered 
and destroyed a laboratory for producing 
heroin close to a government warehouse 
where opium was stored. The charge was 
denied vehemently, and Indian officials 
argued that the chemical acetic anhydrite, 
Which’ is needed for making heroin, was 
not easily available in India. 

But there is the frightening experience 
of Pakistan to be considered: until 1980 
the country had virtually no heroin users. 
Two years later, officials said that at the 
very minimum, there were 25,000 heroin 
addicts. While opium users tend to be 

(middle-aged or elderly, the heroin addicts 
are reported to be teenagers or people in 
their early 20s. 


ronically, heroin production started in 

Pakistan due to the imposition of an Is- 
lamic law banning consumption of opium. 
Licensed opium shops were closed down 
and draconian punishments were meted 
out to users, producers and traders. The 
law came into force early in 1979, when 
there was record opium production in 
Pakistan and a scarcity in the Golden 
Triangle. Only one day after the law was 
promulgated, the price of opium slumped 
by three-quarters in the tribal area where 
the poppy was grown. Producers and trad- 
ers did not know what to do with their 
huge stocks. International narcotics 
smugglers bought some of the raw opium, 
but they soon found that the risks were too 
high for the profit achieved. 

However, in mid-1980, a technician 
from the Pakistan Council of Scientific 
and Industrial Research joined tribesmen 
in an illicit operation to convert opium 
into heroin. Poppy farmers soon found 
that prices for their product were soaring. 

Another reason for Pakistan's sudden 
arrival on the international narcotics 
scene was the Soviet invasion of Afghanis- 
tan. This disturbed the flow of Pakistani 
and Afghan opium through Afghanistan 
into Iran, where it had been either con- 
sumed or re-exported westwards, The in- 
vasion made transport of large quantities 
of material difficult, so there was an incen- 
tive to refine opium into heroin — 10 
tonnes of opium makes only one tonne of 
heroin. 

Experts calculate that given the current 
rate of growth in heroin production in 
Pakistan, there will be as many as 1.8 mil- 
lion heroin addicts in the country by 1990. 
Karachi's Herald magazine was told by an 
unidentified official of the Pakistan Nar- 
cotics Control Board last November: 
“Heroin addiction is spreading like an 
epidemic in Pakistan and though we are 
fighting to control it, we know that it is a 
battle we lost long ago." 

The magazine quoted another official as 
saying: “We were invaded by heroin some 
hundred years after its first discovery and 
it is here to stay.” India, beware. 








aa Wiese an aging national ruler 

dies, his people should re- 
member him, but not worry too much." 
That was the cool reply given to me by 
then Soviet foreign minister Vyacheslav 
Molotov on February 4, 1956, when I 
asked him for his personal evaluation of 
the tyrant Stalin, who had died three 
years earlier, aged 73. 

It was the last press interview Molotov 
ever gave. He then knew well that he was 
on his way out under Khruschev — as he 
had been under Stalin. (Molotov had 
been connected with the “gang of four” 
— Malenkov, Beria, Bulganin and 
Khruschev — which got rid of Stalin, but 
that connection didn’t preserve him in- 
definitely after Stalin's strange death 
and the Bulganin-Khruschev takeover.) 

Molotov was affable, relaxed and 
forthcoming at our 90-minute meeting in 
his lofty, panelled and mirrored office, 
still, ironically, under the gaze of a life- 
sized Stalin portrait behind his huge desk 


Stalin; ' Molotov: ‘Don't worry too much.’ 





stacked with files. Only his interpreter 
was present. 

My memories of that interview have 
been revived by the recent documented 
account of Stalin's death by old hand 
Harrison Salisbury of The New York 
Times, who was then in Moscow and has 
now presented a plausible argument that 
Stalin's death — three decades ago — 
was not à natural one. “I believe," Salis- 
bury wrote, “that when Stalin began his 
long sleep on that weekend of February 
28-March 1, 1953, one or all of his top 
four played something more than a spec- 
tator's role," 

Georgi Malenkov, Bulganin, Khrus- 
chev and Lavrenti Beria (secret police 
chief) had been with Stalin at his Blizhny 
home from Saturday night to Sunday 
morning, drinking heartily, and then 
that night, after their departure, Stalin 
was discovered “in an unusual kind of 
sleep" on the floor. The four rushed 
back and doctors were called in to find 
that Stalin was “semi-paralytic and still 
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in a coma" on early Monday morning. 

Molotov was not at the scene. But 
Salisbury points out that Molotov's wife 
had been imprisoned by Stalin in 1949 — 
reasons not given: — and repeats that 
Molotov well knew that he had no future 
under Stalin but hoped that he would get 
along with the *gang of four." I must say 
Molotov didn't look like a plotter or kill- 
er to me. I liked him. He opened with a 
few conversational remarks: “I lead a 
very normal life; Mr Hughes. I get up at 
a normal hour. Ido a normal day's work. 
I go to bed at a normal hour. We Soviet 
Russians are’ really quite normal 
people.” 

His news-lead for me was comment on 
the approaching Bulganin-Khruschev 
visit to London, and a call for more face- 
to-face conferences between heads of 
state. Some of his points — after nearly 
three decades — make interesting (and 
sometimes amusing) reading today: 

"The Soviet Union, China and the 
people's democ- 
racies of Eastern 
Europe remain the 
firmest, the most 
trusting and de- 
pendable allies 
and partnersin any 
undertakings . . . 
There are differ- 
ent kinds of Ger- 
mans. The East 
Germans are 
trustworthy and 
peace-loving . . . 
but ex-Nazis, re- 
venge-seekers and 
militarists hold 
economic and po- 
litical power in 
West Germany. 
We must continue to work for the peace- 
ful reunification of Germany . . ." 

And (deeply satirical): “We are 
moved by the solicitude of President 
Eisenhower and Sir Anthony Eden [the 
Washington Declaration] for the welfare 
of the Soviet people, but evidently they 
have not acquainted themselves with the 
details of our sixth five-year plan, which 
provides for an increase in production by 
65%, a twofold increase in major ag- 
ricultural products, an increase in real 
wages for all workers by 30%, and in liv- 
ing standards of collective farm-workers 
by 40% . . ." The failure of that plan 
helped to slide Khruschev out of power. 

Molotov continued: “Our peace 
negotiations with Japan have dragged on 
far too long. They will be concluded 
within a year . . .” (Laughter off stage 27 
years later). I do hope that Salisbury's 
on-the-spot report of Stalin's death is ex- 
panded into a book; though that of 
course wouldn't help him to get a visa for 
à return visit to Moscow. 
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Only one international banking 
group in the world is 


Twelve years ago, the concept was 
created of a banking group of a kind the world 


had never seen before. 

A group in which every Arab country 
would participate with a major and significant 
banking presence. 

A group which would then forge 
ары with major banks in the world’s 

inancial centres, so as to smooth every possible 
path to trade between Arab countries and the 
outside world. 

Today, that group is a thriving reality. 

All twenty-two Arab countries are fully 
represented through twenty-six Arab institutions. 

And twenty-three of the world’s greatest 
concerns add their full weight to ourcommon 
purpose. | 
This makes the AL UBAF Banking Group 
unique. It means that any corporation seeking to 
do business with any part of the Arab world is al- 
most certain to consider us as a business partner. 

However, there is considerably more to 
the AL UBAF Banking Group than our undoubted 
ability to open doors. 

The Group’s banking activities are 
unusually diversitied, and remarkably successful 
by.any standard. 

You would naturally expect us to be 
strong in the Money Market. We are. In 1982, 
turnover there alone was S300 billion. 


supported by every Arab country. 


Perhaps less obvious were our Total 
Footings which, in 1982, reached $14 billion. 

Foreign Trade turnover totalled S6 billion. 
And the Group was lead manager co-manager 
and participated in numerous syndicated loans 
to the value of $62 billion. 

These, frankly, are performance figures 
which give the Group the right to be considered 
as a primary partner in any dealings with the 
Arab world. 

Its business, of course, but to us it goes 
beyond business. 


And as our record shows, it works. 


AL. UJELAIFF- 


BANKING GAO 





Bahrain ALUBAF Arab International Bank E.C. 
HongKong UBAN International Limited, 
London UBAF Bank Limited. UBAF Financial Services Limited. 
Luxembourg UBAE Arab German Bank S.A. Branch in Frankfurt am Main. 
New York UBAF ARAB AMERICAN BANK Branch in Cayman Islands. 
Paris Union de Banques Arabes et Francaises - U.B.A.F. 

Branches in Bahrain, Seoul, Singapore, Tokyo. 

UBAE Arab Italian Bank S.p.A. Representative Office in Milan. 


Representative Office. 
Representative Office. 








New Arab-Asian 
Cooperation Spurs 
Traditional Links 


South Koreans at work in Jeddah, Saudi Arabia. 


he wealthy Arab states 

of the Gulf are now 

enjoying a honeymoon in 
Far East and Southeast Asia. 
Hardly a month goes by without 
news of an Arab bank or 
investment house opening its 
doors in Singapore, Hongkong or 
Tokyo. The latest was Kuwait's 
third largest commercial bank, 
the Gulf Bank, which opened in 
Singapore last month. In spite of 
restrictive legislation which exists 
in some Asean countries against 
foreign ownership, Arab investors 
have shown understanding and 
are prepared to work with their 
new Asian partners. The Gulf is a 
small place and good news travels 
fast. Advocates of Arab 
investment in Asia like Hussain 
Najadi, chairman of the Arab 
Asian Bank, and Abdul Wahab 
Galadari, chairman of the Union 
Bank of the Middle East, have 
done many years of home work 
in the Far East before moving 


into direct investment. “The lessons we learned have been digested by others,” says Najadi. 
Willing Arab pupils are now moving in ever increasing numbers into Asian property, trading 
partnerships and institutional investments. Likewise, Asians have established a strong foothold 
on the Arabian peninsula in particular. This has been predominantly in the construction field. 
More recently there has been some spectacular intervention into the offshore-banking scene 
in the Gulf. Of major importance are the historical Islamic links between the two regions. In 
Southeast Asia, Islam has had a more benign and permeating influence which is today the 


basis for renewed prosperity and cooperation. 


In the following pages we look at some of the traditional links and new developments which 
are taking place in banking, investment, trade and the construction industry. 
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annually for some 30 years before slowing down to 
around 4% last year. Within that overall expansion, 
some countries — notably Hongkong, Taiwan and 
ingapore have developed faster and the members of 
‘Asean — Thailand, Malaysia, Singapore, Indonesia, the 
Philippines — have emerged as a clear regional grouping. 
contrast the growth of the market economies of 
industrialised nations of the world only went up by half as 

. much since the war and, more recently, by practically 
nothing at all. 

Unlike Saudi Arabia and other parts of the Middle East, 
Asian natural resources are abundant. The region in general 
— and Southeast Asia in particular — produces about 90% 
_of the world’s natural rubber, tin, palm oil and abaca hemp 
and 60% of tropical hard woods, copra and spices. Coffee, 
_ tea and cocoa are important commodities and the area is 

_ self-sufficient in food. Thailand, for example, is an abundant 
'exporter of rice to the Middle East. 

_. Most significant over the long term, in the light of the 
Gulf connection, is the region's 

_ theoretical self-sufficiency in energy. 
"Indonesia, of course, is a member of the 
Organisation of Petroleum Exporting 


T he economy of the Far East grew at about 7% 










ountries (Opec: another link with the 
Gulf) and Malaysia is also an oil exporter. 
Around the region's rim stand the major 
-coal-producing economies of India, China and Australia. 
atural gas is a big resource, especially in Indonesia where 
<a great deal has been spent on developing liquefied natural 
gas, and there are high hopes for offshore oil from China 
and in the Gulf of Tonkin. The hydro-electric potential is 
considerable. 
This is not to say that oil is unimportant. It has sustained 
-= the 151 million people of Indonesia — whose economy 
... has grown at an average of 4% over the past 20 years — 
. . and has supplanted tin to become Malaysia's chief earner 
` of foreign exchange. Oil is also the ideal material for an 
industrial entrepot economy such as in Singapore. The 
island state has a refining capacity of 1:02 million barrels a 
day (b/d), the third biggest in the world after Houston 
(Texas) and Rotterdam. This industry accounts for no less 
than 40% of Singapore's industrial output. 
The obverse is that some countries have no oil and are 
completely dependent on imports. It is a hallmark — 
perverse by American and European standards — of Japan, 







` Investment Capital and Labour 
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Korea and Taiwan that they have developed spectacularly 
with very little indigenous energy. Their growth and the 
much-increased price of oil has in large measure dictated 
the pattern of trade with the Gulf. It has been at times a 
headache for Japanese policymakers, anxious to preserve 
the diversity and security of supplies in the face of 
disruptions such as the war between Iran and Iraq. 

The need of countries outside Asean to import huge 
quantities of energy largely explains the trade deficit with 
the Middle East shown in the table. A vivid illustration is 
the clear jump in Asian imports after the 1979 oil-price 
increase. But, if the big Asian oil importers — notably Japan 
— are excluded from the calculations, trade is more in 
balance. It should be remembered that oil production and 
trading within Asean supplies a sizable part of the bloc's 
requirements. 

Оі is not, however, the only export from the Middle East. 
Despite a savings rate running at some 2076 of gross 
national product, the Asean states in common with other 
developing countries are hungry for capital. They need all 


PORTS AND IMPORTS OF А 


HE MIDDLE EAST 


kinds of investment and financing: long-term capital for 
infrastructure development, medium-term money for 
private enterprise and short-term trade financing. The 
capital-surplus countries and individuals of the Gulf can 
provide these funds. 

The striking point about Arab investment in the region is 
that it is mainly private. Banks, starting with the formation 
of the Arab Asian Bank in 1975, have been to the fore. Its 
open economy, political stability, strategic location and 
well-educated cosmopolitan work force have made 
Singapore the favourite location. But branches and 
representative offices are scattered throughout the region 
and they have even broken into the tightly regulated 
Japanese market. 

Private Arab investors have been drawn to the booming 
— if volatile — Hongkong, Japanese and Singaporean 
equity markets. Abdul Wahab Galadari, one of the United 
Arab Emirates’ more prominent citizens, announced last 
year that he and a syndicate of fellow investors were to 
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NBK now offers a wide range of international services from a new London branch, with a West End retail branch due to open soon 









The National Bank of Kuwait is 
Kuwait’s leading bank both at home 
and abroad. 

We have beenat the heartofthe 
country’s successful development for 
over 30 years, and as such are 
Kuwait’s oldest and largest bank. 

We are now pleased to 
announce the opening of our branch 
in London. 

The new branch offers personal 
banking facilities plus a wide range of 
international services:- 
corporate finance, foreign exchange, 


e loans, and trade 


investment and real estate 
management services 
through its wholly owned 
subsidiary NBK Overseas (London) 
Ltd., at the same address. 
To support the growth in NBK’s 


To find out how, contact:- 

The National Bank of Kuwait S. A.K 
Head Office: 

PO Box 95, Safat, Kuwait 
Telephone: 463334/422011 

Telex: 44653/44836 NATBANK KT 
Overseas Offices 

The National Bank of Kuwait S. A.K., 
Licensed Deposit Taker, 

99 Bishopsgate, London EC2M 3XL 
Telephone: 01-920 0262 

01-588 0541 (Dealing Room) 

Telex: 892348/8811325 NBKLDN G 
894610/894617-9 NBKLFX G (Dealers) 
The National Bank of Kuwait S. A.K 
Representative Office for Singapore. 
South-East Asia and Australasia 
11-01 The Octagon, Cecil Street, 
Singapore 0106 

Telephone: 2225348/2225349 
Telex: KUBANK RS 20538 


Eurocurrency 


finance including documentary credits 
and guarantee facilities. 
In addition the bank offers 


international banking activities we 
plan to establish a presence in a 
number of other financial centres. The 
opening of a branch in London, our 
first outside Kuwait, is a major step 
forward in this strategy. 

With 30 years of experience 
and total assets of KD 2.961 billion 
(US $10.257 billion), NBK has the skills 
and financial resources to help your 
overseas operations and development. 


The National Bank of 
Kuwait SAK KUWAIT'S PREMIER BANK. WORLDWIDE Em 


(UK Licensed Deposit Taker) 












acquire prime property in Singapore. Others have bought 
property in Hongkong. The Malaysian-Kuwaiti Investment 
Co. was set up in 1980 to exploit opportunities in tourism, 
building materials, food and other natural resource 
industries, as well as in property and equities, as the 
Malaysian economy moves more towards light industry 
and import substitution. 

However, both absolutely and relative to the US$400 
billion of Opec’s external assets and US$7 billion of gross 
aid to the Third World annually, the flow of funds from the 
Gulf to Southeast Asia and even to Japan is still small. Far 
East banks, moreover, are trying to enlarge their share of 
the Middle East financial market. Offshore banking units in 
Bahrain are competing aggressively for business and the 
Commercial Bank of Korea, though shaken by scandal, 
has applied to be put on the Saudi Arabian Monetary 
Agency's list of banks eligible for issuing guarantees on 
behalf of contractors in the kingdom. 

Construction has, іп а manner of speaking, cemented 
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relations between the two regions. Asia 
can export raw and processed 
materials and manufactured goods and 
that increasingly is the trend. But it has 
also tendered very successfully for 
massive construction projects which 
have characterised Gulf development 
since 1973. South Korea, led by such 
famous companies as Hyundai and 
Dong A has set the pace, culminating 
in winning new contracts worth 
US$13.7 billion in 1981. 

The business is in a sense the export 
of labour and other countries have 
followed suit. The Philippines, for 
example, which buys about 40,000 b/d 
from Saudi Arabia, already has 
150,000 workers in the kingdom and 
hopes that the number may rise to 
500,000 within two years. This army 
of workers would remit US$3 billion: 
workers’ remittances are the largest 
source of foreign exchange for Pakistan, whose 90 million 
Moslems are a bottomless well of labour. 

These flows of capital and labour, running both ways, 
would be improbable or weaker, however, were it not 
for political stability. China's friendlier disposition 
towards the world, the improvement in relations between 
India and Pakistan and the great care taken by Japan 
to prevent its economic weight in the region from invoking 
unhappy memories of its Greater East Asia Co-prosperity 
Sphere during World War Il, have created a benign 
environment for Asean. Only the war in Cambodia mars 
the picture and Asean has condemned the Vietnamese 
occupation. 

Asean's initiative over Cambodia last year confirms its 
emergence as a regional grouping of importance, similar 
perhaps to the economic community of West African States 
or the Gulf Cooperation Council but less advanced than 
the European Economic Community. Such Third World 
blocs are understood by Gulf countries, which still consider 
themselves to be developing and share 
the experience of Western imperial 
domination. 

But the caution with which Arab 
investors have treated Asia, preferring 
to place their money in the United 
States and Europe, underlines the 
harsh fact that history and culture 
are not enough, even when bolstered 
by geographical proximity and 
trade. Amid the rhetoric about the 
logic of cooperation one can forget 
that many of the fastest growing Asian 
states — Singapore, Taiwan and 
Hongkong — are small. Malaysia's 
population is barely 15 million. There 
are therefore natural limits to the 
degree of cooperation. In global 
strategy the Gulf s defence lies with the 
Western military powers, whether it 
likes the fact or not. Cooperation 
between the Gulf and Asia will surely 
grow, if only as the world becomes 
more integrated. But a European and 
American perspective will remain 
inescapable. € 
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Banque Arabe et Internationale _ 
d'Inpvestissement (B.A.LL) 


wholly owned subsidiary of 


Compagnie Arabe et Internationale 


d'Investissement (C.A.LL) 


Financial Highlights 1982 


1982 Percentage 
B.A.LL FF million Change 


1981/1982 


Total Assets аа аанак 18,289 +37% 
Loan Portfolio ........0cecescecceecececteeeeceesesetessssesesessees 8177 +67% 
Shareholders Fussis.. orna OT ele Ya eX PE Re AA 685 +51% 
Net Profit for the Year ees ноен ky ot UE peru ne LA PE БШК E 41.4 +34% 


Return on Average Equity ....... esee 15.9% 


C.A.LI. GROUP (CONSOLIDATED) oe дөр 


1981/1982 


Total Assets ......... 3203 +14% 
Loan Portfolio ....... 1722 +21% 
Shareholders' Equity 122 + 5% 
Long Term Funds .... 192 +66% 
Net Profit for the Year 190 +11% 


Return on Average Equity 16.4% 


Headquarters: 12, place Vendôme - 75001 Paris - Tel.: 260.34.01 - Telex: 680 330 F ABINT 
Representative Offices: Beirut - London - New York 





In less than fifty years the 
Middle East — and the Gulf 


region in particular — has been 


completely transformed 


economically to take its place at 


the very forefront of world 


affairs. And in less than twelve 
years the Bank of Bahrain and 


Kuwait has raised itself from 


modest beginnings to become 


one of the leaders in the 
financing of this remarkable 
growth. For, although the 


2855-14 
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Behind the fastest growing economies of the world t 
...Ihe Bank of Bahrain and Kuwait. 


discovery of oil really shaped 
the future of this part of the 
world, it still required innovative 
and fast thinking fiscal 
intermediaries to channel this 
new found wealth into 
productive, economic 
development. And that's 
precisely what we're doing. 
Since 1971. Here at BBK, we 
are proud of our record 
achievement supporting 
regional growth. 
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Head Office: P.O. Box 597 Manama, 
Bahrain.Tel.253388, Telex: 8918 BN 
(Gen) 8284 BN (F. Exch) 

Cables: BAHKUBANK, 

Kuwait Branch: Ahmed Al Jaber 
Street P.O. Box 24396, 

Tel 417140, Telex: 3220. 


BANK OF BAHRAIN AND 
KUWAIT B.S.C. 

















FERTILIZER 


The pioneer in the 
petrochemical 
Industry in 

Saudi Arabia. 


@ Producing high quality agricultural grade urea 


46% nitrogen and sulphuric acid 98% min. 
RIYADH 





€ Producing over 340,000 metons of prilled urea 
per annum. 


S 
ЗАЧОГАВАВІА @ Established as reliable suppliers of urea to world’s 
markets. 
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For More Details Contact: 


SAUDI ARABIAN FERTILIZER со. 


; А Y з Я M: i (Marketing Department), P.O. Box 553, Dammam, Saudi Arabia 
Companies based in South East Asia and involved in fertilizer/chemical Phone: Hbi prn -2, Telex: 671356 SAFCO SJ. | 


business to contact SAFCO for agency representation for their Cabie: SAFCO DAMMAM | | 


A respective countries. 
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Prab-Asian Cooperation 

projects, but will be particularly interested in private-sector 
companies, especially those in the fields of financial 
services, import substitution and exporting. 

Kuwait Asia has emphasised Australasia more than most 
other Arab institutions and in January set up the Auckland- 
based Australasia Investment Company (AIC). The 
company’s capital of NZ$1 million (US$662, 251) is held 
49% by Kuwait Asia and 51% by a privately owned New 
Zealand company, Kumutoto Holdings. 

The creation of Kuwait Asia is in keeping with the 
reputation of the Kuwaitis as the most adventurous of all 
Gulf investors in exploring new areas and types of 
investment. Although Arab interest in Asia is regarded as a 
new phenomenon, it was eight years ago that the Kuwait 
Pacific Finance Company was set up as a joint venture in 
Hongkong by the Kuwait Investment Company (KIC), one 
of the major Kuwait investment companies known as the 
three Ks (the others are KIIC and the Kuwait Foreign 
Trading, Contracting and Investment Company, 

KFTCIC). 

Kuwait Pacific was one of the early Hongkong deposit- 
taking companies (DTCs). Its US$5 million capital comes 
35% from KIC and 32% from the Industrial Bank of Japan. 
The Bank of New South Wales, Canadian Imperial Bank 
of Commerce, Banco Do Brasil and Yamaichi Securities 
also have shareholdings. Within the past few months Kuwait 
Pacific has decided to shift its emphasis away from 
syndicated lending towards investment management. 

A recent addition to Asian vehicles of the three Ks is Asian 
Oceanic Holdings based in Hongkong and owned 2096 by 
KFTCIC, 40% by Oceanic Finance of Hongkong and 40% 





Bahrain Monetary Agency. 


by Cigna Corp. of the United States. The new company 
will offer a full range of financial management and business 
development services. 

KIIC is a shareholder in Arab International Finance 





In Kuwait,one bank 


In the past few years, Kuwait has emerged as the financial 
centre of the Gulf. 

Not surprisingly this has brought new and often extreme 
pressures to bear on age-old skills. 

One bank has stood out in its willingness and ability to 
respond to this new situation, the Commercial Bank of Kuwait. 

MORE PROGRESSIVE. 

Our aim from the beginning has been to establish the 
Commercial Bank of Kuwait as the most progressive and effective 
bank in the Gulf. 

"Today, we are one of Kuwait's largest banks and can offer 
comprehensive credit, banking and financial services to customers 
in Kuwait and all over the world. 

Ourrapid and sustained growth has been achieved by detailed 
planning and organisation, together with a sound knowledge 
of the Middle East. 

In 1981 for instance, as part of a continuing buildup of 
resources, we instituted separate international and treasury 
divisions, and an independent data processing unit. 

CLOSER RELATIONSHIPS. 

Our policy of establishing a close working relationship with 
each of our clients - especially those in industry and commerce - has 
also played a significant part in our success. This enables us to fully 


its progress 


identify and understand a company's financial needs, and to 
specifically tailor our services to meet them. 
PROVEN SUCCESS. 

Weare successfully involved in major syndications as lead 
or participating bank. 

We provide comprehensive packages to international 
companies working, trading, building and investing in Kuwait. 

Similarly, we help Kuwait firms todo business abroad and 
relied upon to facilitate a fast turn- round for letters of credit. 

As part of our international service we opened the first 
foreign exchange dealing room in Kuwait, and were the first to 
establish a direct link to Reuters in London. We were also the first 
bank to provide daily financial bulletins in the media. 

WORLDWIDE EXPERIENCE. 

Our close association with leading world banks means we 
can bring the necessary weight and authority to any given situation. 
It means, too, that our network of correspondent banks, gives our 
customers a financial presence in any one of 89 countries. 

EXCELLENT SERVICES. 

We are the only bank in Kuwait with all its branches linked 
by computer. 

Weare the only bank at Kuwait's new International Airport ~ 
the branch, open 24 hours a day, is the only such facility in Kuwait. 
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(Arinfi), a group with а holding company іп Luxembourg 
which has made a number of bold moves towards the Far 
East in recent years. In early 1981, Arinfi set up an affiliate, 
Arinfi Pacific, in Hongkong in a 40% partnership with local 
Chinese and was investment adviser in the creation of 
Kuwait Asia. 

In partnership with Intra Investment of Lebanon, Arinfi 
set up Pase Equity, to be used by Arinfi and its clients to 
invest in the Far East and Australasia. Among its 
investments so far is a tea-beverage project in Singapore. 

Arinfi takes a long-term view of its commitment to the 
Far East and last year translated this into action when it 
spearheaded a group of Arab institutional investors 
including Pase in the hase of 29.16% of the capital of 
Panin Holdings. The Panin Group, headed by George Lee, 
is one of Hongkong 's family business empires. 

“This is the first time a joint venture between Arabs and 
Chinese on an institutional basis is being attempted and 
our syndicate looks at this investment as being their door- 
opener for other Far Eastern business,” says Arinfi's director 
of corporate finance, Ghias El-Yafi. 

Panin companies have interests in banking in Indonesia, 
Hawaii and Macau, in finance, insurance and real estate in 
the Far East and Southeast Asia and in timber, shipping, 
steel, textiles and entertainments in Indonesia. Panin 
Holdings is the holding company for some of the group's 
interests, 

El-Yafi travels frequently to the Far East and is well 
acquainted with the difficulties faced by Arab investors 
there. "The reason they are at a loss is simply that it is a 
relatively new area so they are still feeling their way, while 


they've been dealing with the West for the past few ) 
decades,” he notes. “The problem is identifying a way of 
approaching those markets.” But he finds the 

entrepreneurial spirit in the Far East an attraction for the 
Middle East investor. 

Malaysia has seen a considerable amount of Arab 
investment and the fact that Islam is the official religion is 
a significant factor. In 1975, the Arab Malaysian 
Development Bank (AMDB) was founded as a 55:45 
Malaysian-Arab venture, the last of the 12 merchant banks 
to be set up in Malaysia and now the The Arab 
shareholders were the Kuwait-based Arab Asian Investment 
Company (33%) and Saudi Arabia’s National Commercial 
Bank (12%). AMDB established an offshore branch in 
Bahrain in 1977 which in Jan 1981 was taken over by 
Arab Asian Bank, in which has a 10% stake. Last 
autumn the Arab shareholders in AMDB sold out to their 
Malaysian counterpart, but they retain representation on 
the board. 

The AMDB-associated company Arab Bumiputra 
Holdings was formed the same year as AMDB to invest in 
trade and industry. In the 1970s there was some Arab 
investment in timber, palm oil and flour milling but in the 
1980s investment seems set to be on a larger scale. One 
major investment force is the Malaysian-Kuwaiti Investment 
Company (MKIC) which was established in September 
1980 with 48% of its US$50 million capital held by Kuwaiti 
interests. Arab equity is involved in a number of industrial 
projects approved in Malaysia in the past two years. 

Singapore has attracted more Arab banks than any other 
Asian financial centre in the past two years. The National 
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Through our links with VISA, we were also the first bank in 

uwait to offer credit cards. 
THE BUSINESS BANK. 

Our modem services and facilities, our proven success and 
ar continuing progressive attitude make us the number one business 
ink in Kuwait. 

For outstanding service in Kuwait and the Gulf, make the 
ommercial Bank your number one choice. 
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Bank of Kuwait (NBK) set up a representative office to cover 
the entire region. One reason for choosing Singapore was 
the involvement of a number of the bank’s Kuwaiti clients 
in Singapore and Malaysia. The office enabled NBK to get 
a feel for the market and it is now in the process of being 
upgraded into a full branch, pending the approval of the 
authorities. 

The National Commercial Bank of Saudi Arabia also 
has a representative office, as it has in Seoul, but other Arab 
Banks have full offshore branches with Asian Currency 
Units (ACUs). 

Apart from Kuwait Asia, the banks with Singapore 
branches are Arab Banking Corporation (ABC), Gulf 
International Bank (GIB), Union de Banques Arabes et 
Francaises (UBAF) and the National Bank of Abu Dhabi 
(NBAD). The most recent addition to the list is the Kuwait- 
based Gulf Bank which opened a branch in mid-April. 

Kuwait Asia has no presence outside the Middle East 


Canwon бойо & Heavy Machinery |tt 


The Derrick Lay Barge for the UAE. 





and Asia but, for the other banks, setting up in Asia as well 
as the US was a natural step in their efforts to build up a 
truly international presence. As ABC puts it, the Singapore 
branch gives the bank “a 24-hour presence around the 
globe and provides access to the specialised markets in the 
highest growth area in the world.” 

ABC is the Bahrain-based giant of Arab banking, with 
US$1 billion authorised capital supplied by the 
governments of Kuwait, Libya and the United Arab 
Emirates (UAE). Since its branch opened in October, it has 
specialised in money-market operations including CDs, 
trade bills and bankers’ acceptances, says general manager, 
Ahmet Arsan. 

The opportunity to participate in money-market activities 
was one positive feature of Singapore for NBAD but, 
according to chief executive Assaad Samaan Assad, the 
main purpose of its branch is to finance trade. NBAD 


recently opened a representative office in Tokyo and points 
out that states of the Gulf Cooperation Council (GCC) take 
65% of total Arab imports from Japan and account for 
95.5% of Arab exports to Japan. 

Singapore is also proving appealing to Arab investors in 
real estate. The prominent Dubai businessman, Abdel- 
Wahab Galadari is investing S$800-825 million (US$382- 
394 million) in the purchase and develoment of three pieces 
of real estate: the Wisma, the Forum and Kevin House. On 
the Wisma and Forum sites complexes of offices, shops 
and residential units are being built and are due to be 
completed in 1985. 

Galadari is full of praise for Premier Lee Kuan Yew and 
says “1 respect the stability of Singapore and the 
government which they have there." He believes that his 
investment is regarded as a test case by other potential 
Middle Eastern investors. Everyone's looking towards my 
performance. " He admits there have been some delays, 
but stresses that these are not due to difficulties created by 
the authorities. 

The fact that so many Arab banks have opted for 
Singapore rather than, say, Hongkong generates its own 
momentum and may mean that more are likely to choose 
it. "It gives us an opportunity to keep in touch with what 
they're doing, " says one Arab banker about the reasons 
for setting up a branch in Singapore. But a case can be made 
for choosing other centres and the Bahrain-based Trans- 
Arabian Investment Bank recently chose Hongkong for its 
first Asian representative office. The bank is investigating 
business opportunities on the Chinese mainland and is also 
active in syndications. It is owned mainly by Saudi 
nationals. 

There have been reports that Al Bahrain Arab African 
Bank (Al Baab), in which the Arab African International 
Bank is the majority shareholder, is to set up a joint-venture 
bank in the Philippines, but the idea seems to have got no 
further than preliminary discussions. Al Baab's share might 
be 10-15%. 

The other side of Arab-Asian banking links is the setting 
up by Asian financial institutions of offices and branches in 
the Middle East. El-Yafi of Arinfi thinks that the Arab stake 
in Panin could help the group's banking activities to extend 
to the Arab world. “One cannot but help think that 
Hongkong banks are under-represented in the Middle 
East," he points out. 

The Japanese have rapidly established themselves in 
Bahrain, yet of 20 institutions only two, Nomura Investment 
Banking and the Bank of Tokyo have full operational status. 
The other 18 institutions have representative offices. One 
factor is delays in obtaining Japanese Ministry of Finance 
approval. The competitiveness of the Gulf banking 
environment and its unfamiliarity to Japanese bankers is 
also said to be a deterrent. 

Asian interest in the Arab world is by no means confined 
to the Gulf and in Egypt banks have been formed under 
Law 43 which was designed to stimulate foreign investment. 
In November 1978, the Cairo Far East Bank was 
established, owned 49% by South Korean banks including 
the Korea Exchange Bank, Commercial Bank of Korea 
and Hanil Bank and 5196 by the Banque du Caire, Al-Chark 
insurance company and private Egyptian individuals. The 
main emphasis is on trade financing. 

In January, the Hongkong Egyptian Bank was officially 
opened. It is owned 40% by the HongkongBank, 51% by 
Egyptian nationals and 996 by two prominent Gulf-based 
Arabs. As well as trade finance, the bank is looking into 
industrial projects in Egypt. Ф 
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he way to look at the 
ArabWorld is through BCC 


The Bank of Credit and Commerce Group now has 115 offices in the Arab 
World and 39 offices in the Far East and South East Asia - a fact which 
makes it particularly well-equipped to help with business dealings in this 
important area. The Groups capital funds stand at over US$640 million, 
total assets exceed US$9,650 million and it has offices in 61 countries. 
Whatever international banking services you need, a talk to your local 
BCC manager would be very useful. Speed, efficiency, and your 
convenience are what count at BCC. Contact us at any of our offices, 

or at the following address: 


Joo els بنك الاعتماد‎ 


BANK OF CREDIT AND COMMERCE 
INTERNATIONA І 9955 BIN YASSTREET DEIRA DUBAI UAE 


Bahrain. Bangladesh, Barbados. Botswana, Cameroon. Canada. China, Colombia. Cyprus. Djibouti. E . France. Gabon. Germany ( West}, Ghana. 
Grand Cayman. Hong Kong. India. Indonesia. Italy. Ivory Coast. Jamaica. Japan. Jordan. Kenya. Korea í thi, Lebanon. Liberia. Luxemboun. Macao, 
Malaysia, Maldives. Mauritius. Monaco, Monocco, Nigeria. Oman, Pakistan. Panama. Philippines. Portugal. Senegal. Seychelles, Sierra Leone. Spain. 


Sri Lanka. Sudan. Swaziland, Switzerland. Thailand. Togo. Turkey. United Arab Emirates. United Kingdom, Uruguay. U.S.A.. Venezuela. Yemen (North), 
Zambia. Zimbabwe. 
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\rab Banking Corporation (ABC), the Bahrain Milan, Frankfurt and Monte Carlo. / s financial 
based international bank, has established a branchin managers are well placed in both the Arab and Asian 


Singapore thereby increasing its worldwide scope. regions to provide banking services which are 
The branch will focus its attention on the strengthening strengthened by a thorough knowledge of these areas 
of commercial and trade relations between Asia and and their business potential. 
the Arab world. ABC offers a full range of commercial, 

ABC is supported by an international branch merchant and investment banking products, 
network which includes Bahrain, New York, London. including effective and innovative financial packages 
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that can be designed for your specific requirements. \rab Banking Corporation 
Withan equity of USS 965 millionat December 14th storey, Shell Tower 

31.1982 and total assets of over USS 7 billion, ABC has 50 Raffles Place, 0104 Singapore 

a solid base for continued growth and expansion ofits Telephone: 22 1-2977 

international network and services for its customers. Telex: RS 28989 ABC SNG 


The Bank with performance and potential. 


tranches and subsidiaries in New York. London. Milan. Frankfurt and Monte Carlo 
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Way as Profit Margins Are Shaved 


Ithough there is currently an upturn in 

Arab development in Southeast Asia, 

Asians who went to the Gulf after the 1974 oil boom 
are finding paradoxically that the honeymoon is waning. 
In some cases partnerships have ended in disarray. 

The cultural gap was often to blame but equally 
unrealistic thinking on both sides accounted for some of 
the problems. Many Far East contractors, especially the 
second wave after the 1979 oil-price hike, had their eyes 
on the bottom line. They fluffed the key choice of sponsor 
for their companies in the Gulf because of lack of local 
knowledge. They failed to spot new project trends — such 
as the growing importance of local contractors — and often 
made serious miscalculations over basic operations which 
had been the root of their success. 

Says the adviser to Abu Dhabi's Darmaki Contracting & 
Trading Co., ex-Bechtel hand Peter Wilson with more than 
15 years experience of the Gulf: “Sponsors are important 
but sometimes they have been treated very badly, not just 
by the South Koreans but by other Asian contractors as 
well. The sponsor is not just a middle man taking a 
percentage. These days he is a pro and must be treated as 
such. In many cases Asian contractors could have been 
saved from bankruptcy if they had simply used their sponsor 
to do something as simple as getting invoices moving 
through the client's finance department. " 

Miscalculations made by Far East contractors were often 
as simple as managing to lose money on earth works — a 
skill many consulting engineers and contractors admire 
them for. “One thing the South Koreans can do really well 
is dig holes in the ground. I think it has got a lot to do with 
the experience they have gained in defensive building since 
the Korean war,” was the comment of Kevin Casey, general 
manager of the Philips-Ericsson joint venture in Saudi 
Arabia. Yet, as Wilson points out, many preconceptions 
about working in the desert can go wrong once the 
engineers walk the ground. “Often infilthas to be brought 
from as far as 30 miles away. Sweet water may also have 
to be trucked in. Then the locals find out that Asians are 
on the ground and begin holding them to ransom for local 
transport costs, " says Wilson. In short, when a Far East 
contractor has to bid low in any case to win the contract, 
hidden costs — of which he is least likely to be forewarned 
— can prove his undoing. 

Suicidally low bids have been the only way in for the 
Far East contracting commuity since 1979. It was perhaps 
the job done by Hyundai Construction, now Hyundai 
Engineering & Construction, on the Bahrain dry dock which 
established the reputation of Far East contractors in the 
minds of Gulf technocrats. The dry dock was an 
Organisation of Arab Petroleum Exporting Countries 
(OAPEC) project and member states all got the message 
about the fine job done by Hyundai. As Bahrain's 
Development and Industry Minister Youssef al-Shirawi, 
himself an engineer by training, said: "These South Koreans 
'are disciplined, correct and technically sound. " 

That was 1977. Another story, possibly apocryphal but 
no doubt well intentioned, says that the late King Khalid of 
Saudi Arabia was hunting in the desert and had camped 
for the night. From his site he saw lights in the desert and 


sent envoys to investigate. They returned to say that it was 
South Koreans at work under searchlights. He was 
incredulous. “I can't believe that Germans, Englishmen or 
Americans would work at night in the desert in the same 


way. 

Goodwill engendered by Hyundai's performance in 
Bahrain and on subsequent jobs in Saudi Arabia and the 
United Arab Emirates (UAE), lasted only a short time. By 
an irony of fate the very company which set everything 
going in the kingdom and elsewhere in the Gulf was 
involved in a murky bribery scandal and, for a short time, 
banned from quoting on public-sector Saudi contracts. As 
word spread of the Gulf being a contractors' gold mine 
competition mounted and Far East bids had to come lower 
and lower. Kim Yun Kim, president of South Korea's Pacific 
Construction Co. told Middle East Economic Digest 
(MEED) in March: “At one stage if I put 5% overhead costs 
on top of my price I would be third or fourth in a bid. If I 
cut this to 2% I would probably come second and if | was 
prepared to drop all overhead costs then the chances are I 
would win the deal.” : 

Grievances expressed by the South Koreans are 
common to contractors from other Asian countries who 
have sought to jump on the band wagon. Commission costs 
are "punitive"; competition between contractors from the 
same Asian countries is often internecine; Asian embassies 
in the Gulf lack the experience-in-depth to sort out 
diplomatic and consular problems as simple as getting visas 
for high ranking VIPs; supposedly helpful state visits, such 
as that of President Marcos to Saudi Arabia in 1982, can 
turn out disasters. In that case First Lady Imelda Marcos 
offended the somewhat stuffy Saudi protocol due to 
inadequate preparation by her advisers. 

This is not to say that Far East contractors are losing 
ground. Take one of the most experienced analysts of the 
market, US banker Michael Wood, who is representative 
of National Commercial Bank of Saudi Arabia in Seoul. 
Korean-speaking Wood, who (even Koreans say) knows 
more about their building industry than they do, says: “The 
ability of South Korean contractors to perform is being 
improved thanks to MEC 
government reorganisation. | SSS i 
They have reduced the 
number of companies that | 8 
can bid on prime contracts. |*5 
The result is that the better | 
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and natural gas liquids (NGL) producing company in the world, 
bia is the world's largest oil and NGL exporter. Income from oil has enab | 
| Government of Saudi Arabia to undertake a comprehensive industrialization Program ow 
and to improve the standard of living of its people. : 










Aramco ids carrying out two major projects that will play key roles in Saudi A 












` associated as from the company's areas of operations. This Master Gas S 
| | gas for local industry, feedstock for petrochemical plants, an 
па пайга! gasoline for export. 





ond major project that the Saudi Arab Government has entrusted to Aramco > 
ler a special contract is the planning, maintenance and management of the Saudi 
;onsolidated Electric Company (SCECO). Aramco is at the same time a contract 
operator, shareholder and paying customer of SCECO. SCECO supplies electricity to 

the Eastern Province towns and villages, the Master Gas System as well as oil operations 
facilities. Moreover, SCECO will meet the increasing demand of the Jubail Industrial 
Complex and other industries in the area. 


The following are key Aramco contact addresses : 





Manager Manager 

Aramco Affairs - Riyadh Aramco Affairs - Western Province 

P. O. Box 319 P. O. Box 73 

Riyadh, Saudi Arabia Jeddah, Saudi Arabia 

Tel: 4641055 Tix: 201084 ARAMCO SJ Tel: 6534655 Tix: 401161 JARM SJ 

Manager Manager 

Aramco Affairs - Eastern Province Public Relations Department 

Room : 1007 Aramco, Room : 2220 

Dhahran, Saudi Arabia Dhahran, Saudi Arabia 

Tel: 8324184 Tix: 601220 ASAO SJ Tel: 8754915 Tix: 601220 ASAO SJ 
ARAMCO 
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companies — those in the front line — are stronger. 
Specialised companies may also bid on occasion as prime 
contractors, provided they are entering a project in a 
specialised role. The system now has built-in flexibility.” 

The sensitive issue for the South Korean government is 
how to regulate an industry, which is the country’s largest 
foreign-exchange owner, without striking at the heart of a 
supposedly free-market economy. A delicate balancing act 
has to be done but, as senior government spokesman Sung 
Baik Park told MEED recently in an exclusive interview: 
“We have asked them [the contractors] not to go for just 
every project but to be choosy and concentrate on specific 
areas. We want them to specialise more. We have asked 
them to improve their efficiency, their capabilities and their 
competitiveness. " 

As far as market shares go, the South Koreans have the 
biggest in the Far East. First half of 1982 figures, for which 
complete analysis has been done, suggest a share in the 
Middle East (broadly defined as the Arab League states 
plus Iran) of about 12%. This is roughly level-pegging with 
the Japanese, though there is a heavy-plant engineering 
element in Japanese figures whereas South Korea has to 
qo for highly competitive building and construction jobs 
where muscle and guts count more than clean hands and 
electronic wizardry. Other Far East countries must be 
assumed to be far behind, though foreign-exchange 
remittances by workers figure heavily in their overall 
approach to the Middle East. 

At last count there were 185,000 Filipino workers in 
Saudi Arabia alone. Jonathan de la Cruz, head of the 
regional labour office in Jeddah for the Philippines, says 
that by 1987 there could be 500,000 Filipinos working in 
the Middle East. Also in the running for Middle East business 
are contractors from Pakistan, India, Thailand, Indonesia, 

_ Taiwan and Malaysia. Individual contractors tend to stand 

- out more than nationalities: Ret-Ser of Taiwan is a favourite 
` of the US Army Corps of Engineers which is managing a 

` huge defence construction programme for Saudi Arabia. 


.. Motoresia of Indonesia earned warm praise from Casey of 


the Philips-Ericsson joint venture for its performance on 
the Saudi telephone-extension project. Indonesians were 
the sub-contractors for the holy cities of Medina and Mecca. 
Says Casey: "Obviously they lacked the knowledge in 
depth of Dong-A [main South Korean sub-contractor] but 
they did very well all things considered.” Unfortunately for 
the Indonesians, the Turks are also now in Saudi Arabia 
and able to field all-Moslem workforces. 

The Moslem factor in the post-Khomeini era in the Gulf 
is becoming a force to be reckoned with. It may well favour 
those Far East countries which can put a Moslem workforce 
into the field: some South Korean contractors are able to 
play this card since they employ Korean Moslems. Saudi 
Arabia is said by South Korean and Indian government 
sources to be insisting on more and more Moslems in the 
workforce. India's Overseas Construction Council says, 
through an official spokesman: "We are being hindered by 
the Saudis' insistence that 50-8096 of any Indian 
construction project's labour force should be Moslem. We 
believe that these conditions do not exist for other foreign 
construction companies working there. " 

The obvious retort from the companies concerned is 
that their governments should do more at political level. 
Som Dutt, managing director of Som Dutt Builders of India, 
says: “Our government should strengthen its political 
relations with the Saudi Arabian Government to pave the 
way for Indian companies to participate in the booming 
construction business there. We are the only Indian private- 





sector company to have carried out a major turnkey project 
in Saudi Arabia. There should be others.” 

It seems that the common response from Far East 
governments has been to attempt more screening of their 
companies setting their sights on the Middle East market: 
the Thai Government has been asked to help organise and 
guarantee efforts by Thai construction companies. The 
proposal to the Interior Ministry by the state-run National 
Housing Authority was for a representative office in the 
Middle East — probably in Saudi Arabia — to bid for work 
which it would then allocate to private Thai firms. Krung 
Thai Bank would be involved in providing guarantees on 
behalf of Thai contractors overseas. The Thais were merely 
following leads by the Filipino Construction International 
Consortium and the Indonesian Consortium of 
Construction Industries, which both represent efforts to 
establish groups of companies to bid for work. 

Worthy as these efforts are they have a common streak 
of naivety. In the Gulf old relationships are the most 
enduring. In times of crisis money flows West. Unjust as it 
may seem the cards are now stacked in favour of Western 
contractors, generally quicker to spot new trends because 
of their long experience dating back before 1974. The fact 
that Asians were never 
imperialists in the Gulf appears 
not to matter since some 
Europeans also use this 
argument. 

These new trends are: 
reduced oil income in Gulf 
states which will result in lower 
oil income in 1983 and less 
money to spare for key 
infrastructure projects; a swing 
towards favouring local 
contractors in low-technology 
areas at which Far East 
companies excel; and a 
psychological feeling that, in 
times of crisis — to quote an 
Arab proverb — “you return 
to your old wife" or, in this 
case, trusted friends from 
London, Paris and New York. 

In this respect Europeans have been quick to spot the 
new mood. The Suweihan military project in the United 
Arab Emirates (UAE) produced some disastrous results for 
local companies which got involved. No Asian contractor 
was directly exposed because the project was reserved for 
local companies or locally registered joint ventures. Now a 
British firm has pitched in by agreeing to a management 
contract for one of the companies which took a beating on 
Suweihan. Ironically, the British company concerned was 
one which, in earlier years, had tried and failed to make a 
lot of money on a contract in the UAE. 

This is not to say that Far East inventiveness has failed 
to bring results. In general, however, Far East contractors 
— especially the South Koreans — have with honourable 
exceptions largely declined the joint-venture approach. 
The argument clearly is: “If our margin is only 1%, why 
share it? It would be best to stay out altogether.” 

South Korean companies and other Far East contractors 
are remarkably reticent about the joint-venture question, 
though they all pay lip service to it. There are some 
successful long-standing relationships, such as Daelim and 
Ghaith Pharaon's Saudi Research & Development 
Co. (Redec). If anything, the onset of a bear market for 
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Oriental Credit. 


Yourline to banking services 
in the developing world. 





Our head office is in the City of London, our roots 
are in the developing countries and we can provide 
banking services in the U.K.and overseas through our 
worldwide contacts. 


Our clients include governments, corporations 
and individuals. 


Whether you do business with or within develop- 
ing countries, Oriental Credit are ready to meet your 
need for banking services. 


Try us. 


Oriental Credit Limited 
Head Office: Bush Lane House, 80 Cannon Street, London EC4N 6LL. 
Telephone: 01-621 0177. Telex: 896995. Cable: Fundorient London EC4. 
Dealers: Telex: 8955702. Telephone: 01-621 1566. 
West End branch: 46-47 Old Bond Street, London МІХ 3 AF. 
Telephone: 01-499 9392. Telex: 893325. 


A WORLD OF BANKING SERVICES 
Current & deposit accounts 
Letters of credit 
Performance bonds 
Foreign Exchange 
Trade finance 


Loan syndication 





Onental Credit 


Limited 


A developing world of business. 














We give you direct and easy access to 
Egyptian trade and finance, non-stop. 


Hongkong Egyptian Bank 
opened as a full commercial 
retail bank on 5 December 
1982. We offer importers and 
exporters a full range of 
international trade services, 
covering every aspect of 
Egyptian — Asian trade: from 
straightforward current 
account and normal banking 
facilities, to the complex 
requirements of mercantile 
trade and capital investment. 


Our services to corporate and 
individual customers include: 


— Accounts in both local and 
foreign currencies 
— Financial services 


— Remittances overseas 

— Buying and selling foreign 
exchange 

~~ Bonding: guarantees for tenders, 
performance, shipment, etc 


Our import/export services include: 


— Documentary credits facilities 

— Letters of introduction 

— Supplier or buyer financing 

— Import loans 

— Import bills for collection 

— Import/Export back-to-back 
credits 

— Shipping guarantees 

— Export bills purchased 

— Export bills for collection 

— Negotiation under documentary 
credit 


oly‏ هونح gto‏ المصرك 
Hongkong Egyptian Bank‏ 





For a copy of our "Business Profile" on 
the Arab Republic of Egypt, write to us at 
Hongkong Egyptian Bank, P O Box 126D, 
Zamalek Cairo, Arab Republic of Egypt. 


HBG Азы AS1074.83 


MAY 26, 1983 ө FAR EASTERN ECONOMIC REVIEW. 


un 


Trust is a value we share with our 
customers. It symbolises the whole 
range of services we offer, which is 
why we enjoy the respect of foreign 
clientele and the loyalty of the 
Saudi business community 


National Commercial Bank provides 
Saudi businessmen and their foreign 
counterparts an opportunity to 
acquaint themselves with each other's 
financial status, business potential, 
Capabilities and limitations, discreetly 
and in complete confidence. And with 
a mutual feeling of trust 


Our customers are not necessarily 
wealthy entrepreneurs and influen 
tial industrialists but include the 
emerging business potential 

That's why it is only natural that 

we have spread our activities to the 
more remote parts of the Kingdom 

in addition to maintaining well-staffed 
and computer-equipped branches 

in the big cities 

No wonder National Commercial 
Bank is the Middle East's largest com- 
mercial bank. The credit goes to our 
customers who place their trust in us 
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BAHRAIN FRANKFUR 


Tel: 231136, 231182 Tel: 611250181 
Telex: 416507, 
Strass 600, Frankfurt. P.O. Box: 4948, Seoul 


Telex: 9298/9299 
P.O. Box: 20363 
Manama LONDON 

LEBANON Tel: 6384477 
Tel: 240508, 


NEW YORK London E.C 


Tel: 212/7598480. 
Telex: 669178, Suite 1100, 
3 East 54th.Street, N.Y 


T 


Telex: 8952594, 
Р.О. Box: 2355, Beirut. 99, Bishop Gate 
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SEOUL 
Tel: 9/7640018. 
Telex: 25148 


SINGAPORE: 

Tel: 437833 

Telex: 27196, 0/04, 
Suite 2701, 
Clifford Street 
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THE NATIONAL COMMERCIAL BANK 


FIRST SAUDI BANK 
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WHAT NEW 
EXHIBITION 


20 - 24th February Arab Health '83 


6 -40th March (^ The biggest, finest, best- 
2nd Arab Water Technology Exhibition ' j LED equipped Exhibition Hall in 


the Gulf, is now open in 
Dubai - combining with its 
predecessor, Exhibition Hall 
4 - to offer you over 10,000 
sq.m. Of first-class 
airconditioned display 
space, that’s unrivalled in the 
entire region. 

it’s just one of the ways, the 
Dubai International Trade 
Centre responds to growing 
needs, as more and more 
international frade 
exhibitions discover Dubai, 
as the ideal venue for such 
events. 

So if you want to increase 
your business, come to 
Dubai in ће ОАЕ. - the 
Exhibition Centre of the 
Arabian Gulf. 


Helping you do better business. 


дь, 
SZ. مركزد بي النجاري الدولي‎ 
dubai international! trade centre 


To learn more about our 

| facilities or exhibiting in Dubai, 
. contact Trade Centre 

:ı Management Company, 
= Р.О. Box 9292, Dubai, UAE. 
Telephone: 472200. 
Telex: 47474 DITC EMor 
Seymour House, 17 Waterloo 
Place, London SWIY ДАВ, UK. 
Telephone: (01) 930 3881. 
Telex: 888193 GENNAV G. 





d 202m The | 24 - 24th November 
Once Gulf Office за Guit Computer 
anioien Exhibition _ Exhibition | 
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KEANG NAM ENTERPRISES, LTD. 


U.S. $45,000,000 


Letter of Credit Facility 


Lead Managed by 


National Bank of Bahrain B.S.C. 


Managed by 


Kuwait Asia Bank E.C. 
Kuwait Foreign Trading Contracting & Investment Co. (S.A.K.) 
Lloyds Bank International Ltd. 
Manufacturers Hanover Trust Company, Bahrain 
United Gulf Bank,Bahrain 
The Saudi Investment Banking Corporation 
Al Ahli Commercial Bank B.S.C. 
The Arab Investment Company S.A.A. 
Kuwait Real Estate Bank K.S.C. 


Provided by 


National Bank of Bahrain B.S.C. Kuwait Asia Bank E.C. 
Kuwait Foreign Trading Contracting & Investment Co. (S.A.K.) 
Lloyds Bank International Ltd. Manufacturers Hanover Trust Company , Bahrain 
United Gulf Bank,Bahrain The Saudi Investment Banking Corporation 
Al Ahli Commercial Bank B.S.C. The Arab Investment Company S.A.A. 
Kuwait Real Estate Bank, K.S.C.  Arlabank International Е.С. 
Dubai Bank Limited Middle East Bank Limited , Dubai 
U.B.A.F. - Arab American Bank Bank of Baroda (Bahrain О B.U.) 


Issuing and Agent Bank 


National Bank of Bahrain B.S.C. 
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Gur Metal is-sold 
Around the World. 


P УЛ 


 Dutthats only half the story. 


The Smelter 
Production in 
excess of 150,000 
tonnes per annum. 
Average purity of 
99.88%. 


The Desalination | The Power Plant 
Plant Installed capacity 
Installed capacity | of 515 megawatts. 
of 30 million 

gallons per day. 


The Waste Heat | Pollution Control 
Recovery System | For environmental 
Energy conversion | protection we use 
factor of between the most up-to-date 
55% and 70% inour | Pollution Control 
power and systems. 
desalination 

complex. 


Dubal... making a good thing better 


PATET 


Dubai Aluminium Company Limited 
P. O. Box 3627. Dubai. United Arab Emirates 
Tel: Jebel Ali 56666 Telex: 47240 DALJA EM Cable DUBAL DUBAI 
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Noone knows it better. 


And no one is better placed to aid its growth than the oman arab 
african bank. As one of the Arab world's fastest growing banks with the 
backing of the Arab African International Bank Group and affiliations 
all over the world, we're set up specifically to assist growth and 
development. 

And with our specialised knowledge of both international and local 
markets, we are able to assist you with loan syndications, industrial 
financing, trade financing, or construction, interpationally or locally. 
Look at the oman arab african bank, it's a reflection of what's going on 
in Oman. 


GO! o نك عمان‌العرك‎ 
oman arab african bank 


oman arab african bank P.O. Box 4216 Ruwi, Sultanate of Oman Telex: 3364 MB. 
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Месса, to which every Moslem strives to make the pilgrimage in his lifetime. 





Pliny Complained the Spice Trade 
Drained Rome's Resources 


Pliny, the Roman historian of the 1st Century, 

complained that Rome was being drained of gold 
and Arabia of pearls in order to pay for silks and spices 
brought by Arab sea captains from the East. 

More than a millenium later, Ibn Batutta, the great Arab 
traveller who was born in Tangier in 1304, records: “Sin-ul- 
Sin [probably Shanghai] is one of the greatest of cities, and 
one of those that has the finest of bazaars. One of the largest 
of these is the porcelain bazaar and from it Chinaware is 
exported to other cities of China, to India and to Yemen . . . 
In one of the quarters of this city is the city of the 
Mohammedans, where they have their cathedral mosque, 
convent and bazaar. They also have a judge and a sheikh, 
for in each of the cities of China you always find a sheikh 
of Islam, who decides finally every matter of justice 
concerning Mohammedans, as well as a Kazi to administer 
justice. " 

One does not have to believe Batutta's every word — 
one edition is described as “positive fiction" — to appreciate 
his pleasure at finding co-religionists established as far afield 
as China. When Vasco da Gama anchored off Calicut in 
May 1498 after his voyage around the Cape of Good Hope 
he found the coast in the hands of Moslem rulers and the 
trade controlled by Moslem merchants. And as the 
Portuguese advanced eastwards — reaching Malacca in 
1511 and Canton two years later — they discovered that 


T rade between Arabia and Asia is certainly ancient. 








the Arabs and Islam had anticipated their every step. 

Thus there was a common influence stretching from the 
borders of Siberia to the east African coast, to India and 
China and the scattered communities of Indonesia and the 
Philippines, long before the Europeans burst upon the 
Asian scene. 

That connection, a mixture of trade, religion and law, is 
symbolised by the Haj, the pilarimage to Mecca in Saudi 
Arabia which every Moslem strives to make in his lifetime. 
In the 1850s the Dutch counted 2,000 pilgrims a year 
leaving their Southeast Asian possessions. By 1924, the 
year in which the great Ibn Saud founded the state of Saudi 
Arabia, 527000 Indonesians went on the Haj while another 
12,000 left Malaya. Today hundreds of thousands go 


annually in ever-increasing numbers. 


The pilgrimage is a significant contributor to economic 
activity. Islam is the official religion of Malaysia, Pakistan 
and Bangladesh. The latter two countries, along with India 
and the Philippines, are of the world's most populous 
Moslem states. In addition many of the Moslems belong to 
the increasingly influential Sunni sect. 

But the Haj is also a measure of prosperity and political 
stability. The number of pilgrims travelling to Mecca each 
year since the oil-price hike of the mid-1970s has soared 
to more than a million, partly because Saudi Arabia can 
afford to accommodate them and also because living 
standards have improved in the East. € 
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KUWAIT ASIA BANK E.C. Singapore, 1983. 


BAHRAIN HEAD OFFICE SINGAPORE BRANCH 
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Business in the Middle East? 





Most international banking groups have 
branches in the Middle East. But the 
HongkongBank Group, one of the strongest 
financial institutions in the world, has its own bank 
— The British Bank of the Middle East. 

Backed by a record of reliability and 
efficiency spanning almost 100 years in the Middle 
East, The British Bank of the Middle East links you 
directly with more than 1,000 bank offices in 54 
countries. 

And now, with the added benefits of 
computerisation, we are able to give you a more 
efficent service — whether you're banking in 
London or Dubai — and offer you immediate, 
decentralised decision-making. 

For the full spectrum of banking services, 
contact us at The British Bank of the Middle East, 


London branches: Falcon House, 18C Curzon Street, London WIY 8AA, Tel 






We'll give you some helpful introductions. 








and you will discover that you can share in the 
expertise and trust born from a century of 
international banking experience. 


w 


The British Bank 
of the Middle East 


Bahrain Djibouti India Jordan Lebanon Oman 
Qatar Switzerland United Arab Emirates 
United Kingdom Yemen Arab Republic 


«> 


member: Hongkong Bank group 
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: 01-493-8331/7 195 Brompton Road, London SW3 ILZ, Tel:01-581-0321/6 
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EDUCATION 


On the outside, looking in 


Higher Education in the Third World: 
Themes and Variations by Philip G. 
Altbach. Maruzen Asia, Singapore, for 
the tio Peg Institute of Higher Educa- 


S$37.50 
(US$15). 


HIGHER educational institutions are at 
the cutting edge of Third World efforts to 
modernise and develop; Their staffs are 
often called on for adyice by industry 
and government. At the same time the 
faculty, and especially the students, in 
Third World institutions. play a critical 
role as moral TM MAC pf the, national 
scene. 

While higher education s an immense 
impact on Third World 
countries, its institutions: 
are often troubled with. 
doubts about their relation- 
ships with their local 
societies and the interna- 
tional community of scho- 
lars. Altbach in this most 
stimulating book provides a 
framework for assessing 
these doubts. He argues 
that most Third World edu- 
cational institutions are ex- 

d to the common forces 
of academic dependency 
and neo-colonialism. 

The argument begins 
with the observation that an 
international hierarchy of 
higher education has 
emerged with institutions 
such as Harvard and Ox- 


bridge at the centre and other institutions, 
especially those in the Third World, at the 
periphery. Thus, the centre institutions 
set the tone in research and in the training 
of new members for the academic profes- 
sion. Bright young scholars from the Third 
World troop to the centre for respectable 
advanced degrees, and in the process be- 
come moulded in the image of centre 
scholars while at the same time feeling in- 
ferior and thus dependent on their centre 
teachers. 

Altbach is especially convincing in illus- 
trating the impact of this dependency with 
the example of young scholars who, after 
returning from their studies at the centre, 
continue to refer to centre books in their 





Singapore university buildings: the centre is central. 


lectures and publications. If they write re- - 
search articles or books, they send these | 
off to the academic journals of the centre. 

And Third World governments, іп the ef- _ 
fort to do good, subsidise low-cost edi- 


tions of centre books. So while three- _ 


quarters of the world's students are in the 
Third World, 80% of new titles published — 
each year are by centre authors. And _ 
much of the higher education of the Third — 
World is conducted with centre materials 
and often in centre languages. J 
While Altbach generally steers clear of - 
typologies, in one interesting chapter, co- 
authored by S. Gopinathan of Бї аро $328 
Institute of Education, he discusses hi 
education in the “advanced developing | 
societies." Here, the authors suggest, may - 
be a band of institutions that are dropping _ 
the bonds of dependency and developing 
an independent style that is politically re- — 
sponsible yet critical; that is academically _ 


quality education. 

The value of Altbach’s 
book is in placing 
World higher education in a 
common perspective; іп ` 
drawing out the similarities _ 
and differences between dif- _ 
ferent national situations, _ 
and in highlighting the cen- | 
trality of higher education in 
the indigenous development _ 
processes. Readers may feel 
that he sometimes overstates _ 
his case, but — even so 
— most readers will come — 
away from this book witha _ 
sharpened ability to consider | 
their local higher educa- 
tional problems in a wider 
context. : 

— WILLIAM CUMMINGS _ 





HEALTH 


Putting China on the couch 


The Minds of the Chinese People: 
Mental Health in New China by 
Martha Livingston and Paul Lowinger. 
Prentice-Hall, Inc. US$16.95. 


IT is curious that readers had to wait so 
long for a book on ny in China, 
given the obsession with the subject in the 
West and the publicity given to its use or 
misuse in the Soviet Union. Like similar 
“first books” of a decade ago, this intro- 
duction of a technical subject to a wider 
audience cannot help but suffer from its 
tentativeness, which is due to the lack of 
available documentation. 

This slim volume is based largely on 
anecdotal accounts supported by pub- 
lished sources from China and elsewhere. 
Livingston, a social psychologist, and 
Lowinger, a psychiatrist, openly acknow- 
ledge their political sympathies towards 
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the government of China — though it is 
certainly not expressed in any doctrinaire 
manner. Their purpose was to “ . . . synth- 
esise all the information there is in English 
about mental health in China.” 

There is much of interest here. We 
learn, for example, that psychiatry is not a 
major aspect of China's health-care sys- 
tem, with only 3-4% of China's 1.9 million 
hospital beds assigned for psychiatric pur- 
poses. Also, there are only 36,000 psychi- 
atric workers; about 3,600 fully trained 
physicians and 7-8,000 lesser trained 
physicians. The rest are nurses and techni- 
cians. ; 

The authors, in part, explain this scar- 
city in terms of a lesser need. This they at- 
tribute to better organisation, namely: 
"Social organisation solves most of the 
people's problems without their having to 
resort to the mental health establish- 


ment." They also contend that the _ 
Chinese people аге in a relatively good — 
state of mental health. However, the - 
statements are presented without much  — 
evidence to support them. 

Still, if the reader can overlook broad — 
generalisations and the somewhat pre- _ 
sumptuous title, this can be a useful intro- - 
duction to the subject. Опе can learn the ` 
views of several of China's foremost 
psychiatrists. 

In addition, there are four chapters on — 
the 20th-century history of health care in 
general, and mental health care in particu- - 
lar. Biographical sketches of four promi- 
nent Chinese psychiatrists are also in- _ 
cluded, along with several articles from 
the Chinese press dating from 1946 to as 
recently as 1979 plus a comprehensive 
bibliography. 

As a "first book" there is much to re- 
commend this and, again like the others of — 
its kind, it will hopefully be a harbinger for | 
more detailed studies in the future. | 

— A. TOM GRUNFELD 
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" Major projects are delayed in a bid to improve the balance of payments 


Tomorrow is postponed 


By Susumu Awanohara 

Jakarta: After much soul-searching, the 
Indonesian Government has finally de- 
cided to slow down some of its most costly 
industrial projects. Economic Coordina- 
ting Minister Ali Wardhana announced 
the “rephasing” of four projects, whose 
total cost tops USSS billion, and said that 
many other projects were also under 
review. 

Given the difficulty of financing the 
country's widening current-account de- 
ficit, which is now projected to reach 
US$7.5 billion in the year to March 1984, 


— the need for a re-think on the industrial 
— projects was becoming increasingly obvi- 


ous. Pessimists even argue that the delay- 
ing of projects has come too late and will 
not significantly improve Indonesia's ba- 
lance-of-payments position. 

But Wardhana's announcement de- 
monstrated once again that when the 
crunch comes, the government in Jakarta 
can overcome inertia and transcend sec- 
toral interests. While some contractors 
and foreign equipment exporters may be 
upset by Jakarta's latest move, it can only 
improve the country's image among inter- 
national bankers, aid agencies and donor 
governments. Wardhana's action is seen in 
these circles as the best evidence yet that 
Indonesia will not become another Brazil 
or Mexico. 

Now that measures to keep the country 
externally solvent have been introduced, 
the government's next most urgent task is 
to prevent a collapse of domestic aggre- 
gate demand. This will involve, among 
other things, judicious mobilisation of 
rupiah counterpart funds released from 
the delayed projects. In the longer term, 
intensified use of domestic financial re- 
sources and encouragement of private- 
sector investment are essential. Signs are 
that the government realises this and is at- 
tempting to take advantage of the current 
economic crisis to move towards these 
goals. 

The first four projects to be rephased 
were a US$1.6 billion olefin complex; a 
US$1.5 billion aromatics plant; a US$1.35 
billion oil refinery, and a US$600 million 
alumina. plant. Wardhana said these and 
other projects will be delayed to ease the 
pressure on the country's balance of pay- 
ments. While appealing to the contractors 
for "understanding," he indicated that 
Jakarta was prepared to follow interna- 
tionally accepted customs on penalties ap- 
plying in such cases. He also stressed that 
rupiah funds which would be released by 
the rephasing measure would go into 
local, labour-intensive projects with low 
import contents. 


Since 1982 Indonesia has taken a series 
of steps to cope with its deteriorating ex- 
ternal financial position. This year started 
with a further significant cut in subsidies 
and the announcement of an extraordinar- 
ily austere budget. But the US$5-a-barrel 
drop in the price of oil in March compli- 
cated Indonesia's problems and forced a 
devaluation of the rupiah — by 27.6%. 
Announcing the devaluation in late 
March, the technocrats underlined that, 
aside from boosting the government's 
rupiah revenue and thus saving its various 
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Wardhana: action when the crunch comes. 





programmes, the currency. adjustment 
would encourage exports and restrain im- 
ports, thus reducing the projected current- 
account deficit, which had widened sharp- 
ly after the oil-price drop. 


t was soon clear that the technocrats 

were overestimating the positive effect 
of devaluation on the current account. In 
the face of worldwide recession, a large in- 
crease in exports could not be hoped for 
and imports, particularly those in the pub- 
lic sector which involve plant-equipment 
financed through foreign aid or export 
credit, were expected to be insensitive to 
price changes (in rupiah terms) caused by 
the devaluation. 

Clearly, additional measures to curb 
imports were needed. The technocrats 


went through the motions of strengthen- 
ing import controls on some consumer and 
intermediate products, knowing full well 
that such a policy. was difficult to adminis- 
ter and its effects. on the overall picture in- 
significant. Meanwhile, the technocrats 
were also pushing for the rephasing of var- 
ious major projects, potentially a more ef- 
fective way of curbing imports. : 

The great difficulty of project rephasing 
was that, whereas. measures such as de- 
valuation areimplemented at the stroke of 
a pen and appear universal and neutral in 
their application, rephasing 

jweuld necessitate negotia- 
ütions with specific contrac- 
fors and exporters. Disputes 
and litigation were quite 
likely. Another perceived 
problem was that powerful 
domestic vested interests 
would oppose moves against 
their respective projects. 
There were economic ar- 
guments against rephasing, 
too. Some maintained such 
a move would reduce im- 
ports and improve the cur- 
rent account but would also 
reduce project-tied capital 
inflows by roughly the same 
amount, leaving the basic 
balance of payments about 
the same. Thus Jakarta 
might as well keep all its 
major projects on schedule, 
particularly where rupiah 
counterpart funds were 
small or were financed 
abroad, in order to help 
maintain general income 
and employment levels. 
Those in favour of re- 
phasing pointed to the debt 
factor: financing development through 
foreign savings could lead to unsustainable 
debt-service problems in future, as the 
examples of Brazil and Mexico show. Re- 
phasing advocates also stressed that coun- 
terpart-fund requirements were signifi- 
cant, especially at the start of projects 
when sites must be acquired and downpay- 
ments to foreign contractors must be 
made, usually through local funding, and 
that therefore delaying of new projects 
would result in large savings. 

Another point made was that though 
counterpart funds tend to be small com- 
pared to total project costs, accounting for 
some 15-20% , use of such funds in alterna- 
tive labour-intensive projects could have a 
very significant employment effect. 

In the end, the rephasing proponents 
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won the day, thou 
tify anyone in the government who actual- 
ly insisted on pushing ahead: 
jects. But a consen 
reached. And the н 
projects was sensib! 
the alumina plant wa 
Singapore is now st 
plex which is ех 
problems, implyin 
sian users of olefin 

The oil refi 


Rephasing of 


heavy-oil peer 
downstream 


_ the aromatics projet ‘ 


facilities during 
ending in 


maintained,” he. 
confirm that “the 


to “spur on 
he said, notw 
sion whic 


le, E projects in 
wns and villages which have lost 
entum in the past year or so. This is 
appropriate, but i it remains to be seen how 
effectively the government can channel 
resources — including those released by 
the ` rephasing programme, into the 
targeted areas to maintain the level of 
total demand. | 
Moreover, the government seems to be 
experimenting with relaxation of interest 
rates (by freeing state banks’ deposit 
rates), which is considered necessary to 
mobilise domestic financial resources, and 
is running yet another campaign against 
corruption, particularly the kind that 
to hamper business initiative. 








The ripples me 


Confusion among bankers and contractors in ol ed with the 
big four delayed projects may extend to т Г 


Ву Manggi Habir 
Jakarta: The Indonesian Government's 
choice of projects to be rephased did not 
come as a surprise to many. All four pro- 
jects. are still at an early stage, thus 
minimising the loss caused by the post- 
ponement. In addition, the substantial 
savings involved, including import con- 
tent and foreign debt, will have a consider- 
able positive impact on the country's over- 
all debt level and at the same time will free 
significant amounts of government 
budgetary funds. But with other projects 
under review for possible rephasing — toa 
total value of up to US$15 billion — the 
confusion which is now limited to a few 
contractors and bankers could spread. 

The largest of the four is the US$1.6bil- 
lion olefin petrochemicals complex іп 
Aceh, the northernmost province of 
Sumatra. The first part of the project con- 
sists of a 350,000-tonnes-a-year ethane- 
cracking plant which will convert ethane, 
extracted from the Arun gasfields, into 
ethylene. This portion of the project will 
be built and owned Буа joint venture of 
which the state oil company Pertamina 
owns 40%, Exxon Chemical Co. of the 
United States 45% and Japan's Tonen 
Sekiyu Kagaku 15%. 

Most observers consider this part of the 
project to be at a much earlier stage than 
the others and therefore it is expected to 


‚бе least affected by the rephasing mea- 
| sure. Project owners have yet to decide on 


a financial adviser despite having already 
shortlisted the number of banks to three 
— Chase Manhattan, Barclays and Bank 
of America, Furthermore, engineering 
studies have only just begun and are ex- 
pected to take at least another year.to 
complete. According to the government, 
rephased projects which are still at pre- 
liminary stáges will be allowed to continue 
at least until engineering-design studies 
have been completed. 

The second part of the petrochemicals 
complex involves the conversion of 
ethylene into chloride, vinyl-chloride 
monomer and polyvinyl chloride — raw 
materials widely used in the domestic plas- 
tics industry. This plant will be owned and 
built by PT Subentra Multipetrokimia In- 
donesia, a local private company. In April 
Subentra chose Impérial Chemical Indus- 
tries (ICI) of Britain to manage the plant. 
ICI is also expected to provide the 
ethylene raw material from abroad — as 
the plant is scheduled to be completed by 
the end of 1986, much earlier than the 
planned completion of Exxon's ethylene 
plant — às well as market Subentra's end- 
products, 


_ Negotiations are still under way to de- 








adviser to the Subentra project, | 
the REVIEW that 


Unlike the 
cial recourse 


acid (PTA) —a raw 
polyester fibres for th 


his project, which 
d 


stage as a result of rephasing. 

that there is already a domestic marke 
PTA and that the project's parax 
raw-material input is readily availabl 
the international market at reason: 
low prices, while Singapore’s new: 
chemicals plant, which will: prod 
naphtha, among other things, is also 
pected to come on stream soon. 

Major contractors for this projei 
Thyssen Rheinstahl Technik of Wes! 
many and Kellog Overseas Corp. 
US. The financing currently bein 
ranged consists of a £19 million (US 
million) Export Credit Guarantee 
partment syndicated loan by: 
Manhattan; a US$300 million yen- 
lent syndicated loan led by Dai-Icl 
gyo Bank of Japan, and а US$400 mill 
syndicated loan arranged by Exim Ва 
Japan. 

The recently signed Musi refinery 
ject involves modernising and ex: 
existing refinery facilities in Plaju 
Sungai Gerong in South Sumat 
new facilities were projected to carry 
pacity of 145-160,000 barrels а day 
were to have produced. both motor 
and naphtha feedstock for the aromati 
project. Engineering-design studies һау 
largely been completed but as a resul 
the rephasing, the aromatics project 
be confined to modernising and impro 
the existing Plaju refinery plant. ^ — 

Economic Coordinating Ministe 
Wardhana indicated that with three 
refinery projects — at Balik 
Cilacap and Dumai — scheduled t 
on stream by early 1 























: E project also involves C. Itoh, Nissho 
- Iwai and Far East Oil Trading Co., all of 
- Japan. Financing, which was a crucial fac- 
- tor in JGC's winning the contract, was ar- 
ranged by the Exim Bank of Japan and a 
Кор of Japanese commercial banks. 

- .. The last project is the US$600 million 
Ж Жашап alumina plant at Bintan island off 
- "the southeastern coast of Sumatra, sche- 
- duled to come on stream in 1986. The pro- 
t has been delayed for some time owing 
doubts about its feasibility. Some felt 
the plant's capacity was too small to 
oduce alumina at competitive prices and 
refore would be an additional burden 
‘the Asahan aluminium project it was to 
. The contractors chosen are Kloeck- 

ner of West Germany, Kaiser Aluminium 
"Technical Service and Kaiser Engineers 
Iternational of the US. The alumina pro- 
is to be financed among others by the 
S Exim Bank, but actual arrangements 
are still to be finalised. The project is still 
_ at an early stage and is expected to con- 
tinue at least until the engineering studies 






ж pus associated with the rephas- 
ing of these four projects are still to be 
~ negotiated between the government and 
— the contractors. For this purpose an inter- 
departmental committee has been set up 
to handle negotiations with the foreign 
МЕ parties involved. 
k -——  Observers feel that most contractors 
- will not push the government too far for 
hk compensation on work already done in the 
` hope of being allowed to continue should 
the projects resume construction as origi- 
nally planned. 
Rephasing is also expected to extend to 
- ether smaller schemes. Some US$15 bil- 
lion-worth of projects were reported to be 
under consideration, of which half come 
under the brief of the Ministry of Mines 
and Energy. The government is also talk- 
ing of allowing private-sector participa- 
tion in several government projects. 
Two likely rephasing candidates cur- 
rently under review are the Ombilin coal- 
mine expansion'project in West Sumatra, 
costing about US$100 million, and the 
- third and fourth coal-fuelled power- 
goose units at Suralaya, West Java. 
е Ombilin project involves increasing 
current production levels of 300,000 ton- 
nes to 1.4 million tonnes by 1985. But tle 
other coal-mine expansion project in 
Sumatra, at Bukit Asam, and the first and 
— second coal-fuelled, power-generating 
-— units at Suralaya, are not likely to be re- 
- . considered as they are currently under 
FE contruction. 
Ё The authorities have given assurances 
| that the projects will be resumed accord- 
ing to the original plan should Indonesia's 
export earnings and its balance-of-pay- 
ments position improve. Wardhana is re- 
ported to have said that if oil prices next 
year rise to US$40 a barrel, then the gov- 
ernment can speed up the projects. "But 
`. {ог the moment we have to live with 
US$29 a barrel," he added. 
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= Goodbye, Japan Inc. 


Miti, once seen as a gigantic non-tariff barrier, is busily 
promoting foreign investment in outlying regioni 


By Mike Tharp 

Tokyo: For years Japan's Ministry of In- 
ternational Trade and Industry (Miti) has 
been viewed by Westerners as the spider 
at the centre of the Japan Inc. web. In the 
United States Government's current at- 
tacks on Japan's industrial policy, Miti is 
portrayed as the villain lurking behind 
most Japanese business conquests. Even if 
once true, that is not so now. Evidence has 
mounted recently that Miti is no longer 
the biggest non-tariff barrier to foreign 
companies in Japan. 

“Japan Inc. is going out of business,” as- 
serts Thomas Pepper, a member of the 
New York-based Hudson Institute. "The 
Miti people are the most liberal ministry in 
Japan right now and have been since 1976. 
Miti is more in favour of imports than any 
other ministry." 

One category of imports strongly 
favoured by Miti is overseas high-techno- 


High. "tech EY in the S0 southern city of 
Miyazaki: foreign investment sought. 





logy investment. Its policy is to attract 
such investment to Japan's regional areas 
outside the main Tokyo-Osaka industrial 
axis (REVIEW, June 25, '82). In April, Miti 
took its boldest step yet in this year-old 
programme. With help from the US Gov- 
ernment, Bank of America and US busi- 
ness organisations, Miti arranged semi- 
nars in four American cities — San Jose, 
California, Chicago, New York and Los 
Angeles. 

Miti's present efforts are focused on 
manufacturing investment by foreign 
firms rather than investment in services, 
such as banking, restaurants or depart- 
ment stores. One reason for this'is that the 
Ministry of Finance (MoF) holds sway 
over those areas, and the MoF's liberalisa- 
tion efforts are much less ambitious than 
Miti's. Another is that Miti has found it 
difficult to line up sponsors and promoters 
for non-manufacturing investment. Re- 







gional governments fer to spend their 
money on projects which will create more 
jobs in their localiti 

Although Miti's mission was to the 
US, the program о aimed at 
West European Companies. In 1982, 15 
foreign compan ies de: ided, or tentatively 
decided, to | Plants in Japan and 
some have alre ght land in various 
regional industrial Of those com- 
panies four wer n: Merck Japan 
and Hoechst, .. chemicals, and 
Roussel-Uclaf `; cia, making 
pharmaceuticals? So far this year five 
more foreign fi have committed them- 
selves to d nanufacturing investment 
in Japan, in three European phar- 


~ Three mone “prefectural governments 
now plan to join Miti in a second mission 
to the US, probably in October, and the 
ministry is planning to send a similar mis- 
sion, possibly from Hokkaido, to Western 
Europe next year. “Japan is in a very dif- 
ficult situation worldwide, and we must be 
understood,” said Shuji Kato, an official 
of Miti’s industrial-location and environ- 
mental bureau and a key figure in the re- 
cent mission to the US. “Foreigners’ im- 
pression of Japan is that of a bunch of 
economic animals living in Tokyo. We 
need to deepen the understanding of 
foreigners about Japan and investing effi- 
ciently in Japan is one way to do it,” he 
said. 

Sceptics may question the programme 
on several counts. They may wonder, for 
example, why foreign firms should enter 
the lion’s den itself — competing with effi- 
cient Japanese firms on their home 
ground. The answer is that serious over- 
seas companies cannot afford not to be in 
Japan. As demonstrated over the years by 
such firms as Caterpillar-Mitsubishi, in its 
battle against Komatsu for a share of the 
world's construction-equipment market, a 
strong presence in a competitor's home 
base keeps the rival honest in pricing and 
marketing. 

The Miti programme seems particularly 
well-suited to small and medium enter- 
prises. "With this programme a US com- 
pany can maintain control of its techno- 
logy by owning all production capacity 
and then using a joint venture for sales and 
distribution if it feels weak in that area," 
said Robert Johnson, a Bank of America 
vice-president in Tokyo. "In the high- 
technology sector, this ability to protect 
proprietary technology is very important 
ж will become crucial over time,” he 
a 

Doubts, however, linger about the abi- 
lity of US and European firms to transfer 
their management styles to Japan. With 
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Fiatagri's credo : 


has always been 
its commitment to agriculture. 


Its growing technological development, and its ability to 
foresee the many requirements of farmers have enabled it 
to move from strength to strength and win a place among 
the world's manufacturers. Fiatagri means Fiat Trattori, La- 
verda, and Hesston. Three names that have made their 
mark as leaders in their respective fields. 

Fiat Trattori has forged ahead worldwide with its Series 
66 tractors, a range composed of eight models in the 
54/78 hp power bracket. Rugged vehicles that can tirelessly 
handle any type of terrain and any type of farming opera- 
tion. 

Then there are the highly productive tractors in the Ser- 
ies 80, designed to offer the best in driver. comfort. Laver- 
da is a forerunner among producers of combine harvesters 





' FiatTrattori 
HIDE 


for wheat, maize, and rice. Hesston offers a wide range of 
machines for the harvesting of fodder, and agricultural 
implements (mower-conditioners, haymaking machines; 
chopper-loaders, windrowers, etc.). 

Thanks to the confidence of our customers, we are: 
First in Italy; First in Europe; First in the world for crawlers; 
First in the world for four-wheel drive tractors. 

And our thanks go out in anticipation to all those of you 
who decide to favour us with your preference in 1985, and 
thus become users of some of the most prestigious pro- 
ducts manufactured by the Fiat Group 


For further information please consult your nearest dealer or 
Fiat Trattori Direzione Commerciale Corso Marconi 20 (Turin, 
Italy) - Tel. 65651 - Telex 221368 FIATTR I 
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amma |HYERDH HESSTON 
for tractors for combines for forage harvestei 


-< | Japa ese businesses: with ial sums committed to 
| Hongkong, are upbeat a out the territory's. prospects : 








о restore economic vitality i ral 
as through encouraging employment in . By Mary Lee 
cturing industry and the original | Hongkong: In the prevailing gloom cast 
-of job creation remains strong. | by. the prospect of China's recovery of 
ng areas of the country have not | Hongkong when the New Territories lease 
e fruits of economic growth. | expires in 1997, one group of foreign in- 
of the more talented younger | vestors stands out as optimists — the Ja- 
av ere since left to man the as- | panese. The recent multi-million dollar in-- 
ines 1 j vestments in new premises by the Bank of 
Tokyo, Sanwa Bank and Nomura Secu- 
rities — three of Japan’s largest financial 
institutions — are being held up as signs of 
confidence that the territory. will remain 
an international financial and trading 
centre. i 
On the other hand, cynics.maintain that | 
such purchases. of office space in newly | г 
completed buildings have little to do with. he. е Я 
confidence. Rather, they say they are one | manager: “When I 
sure. way Japanese financial i F was. ‘open the Hongkong 
can recover. loans to develop TS facing branch in 1964, I was rather pessimistic 
jespite progress so far and the enthusi- cash-flow problems. - c.c. about prospects. There wasn't much local 
sm of many connected with the Miti Nomura actually contracted to buy two | business and no internafional banking ac- 
gramme, it faces several difficulties. | floors of Far East Finance Centre. House tivity then. I thought it was reckless of one 
e example is centred on the city of Aizu | in early 1982. What is surprising observers | of our big Japanese clients then to set upa 
kamatsu in the Tohoku area of | is that it went ahead with the purchase, | factory north of Boundary Street [the bor- 
orthern Japan, which played host to a | paying some HK$93 million (05614-10. бег of the New Territories] as there were 
mposium for several hundred Junior.| lion) or HK$4,300. sq. ft. Th mar- only 33 years to ро. 1 now have a . . . feel- 
hamber of Commerce members and | ket price for space in Far- ing [of] confidence in Hongkong's fu- 
eign visitors. Fukushima prefecture, | Centre i fure." 
here the city is located, is already thesite | . i F Bee 
г а Motorola Corp. microprocessor | ей25% downpayments, it would have done | ff&onfidence is nonetheless qualified. 
ant, which employs 500 workers, and a | better to let the deal lapse and start again: Evenif Hongkong became a special ad- 
üfitsu. semiconductor plant | with 3;300 | That it did not may be due to the influence | minist ative región (SAR) of China, said 
Orkers. of Bank of Tokyo, which lead-managed à ga, “it is most important that Peking 
Опе of Motorola’ ѕ Japanese managers | syndicated loan for the building. The syn- | does not replace the Hongkong dollar 
id the group his subsidiary “is not much | dication had an original value of HK$750. | with the renminbi.” 
ent from any Japanese company," | million but hasincreased as roughly halfof | . Saiga and his compatriots in Hongkong `; 
nd praised the quality of workers from | it was in US dollars. do not pretend that the SAR formula can 
ie. prefecture. However, Shozo Yorita, Another factor persuading Japanese in- | be achieved. without any social tremors. 
пега! manager of Fuku Bank's interna- | stitutions to support Far East Finance | “Our stake here is very different from that 
onal business division, noted thatthe To- | Centre may be that the owners of the | of the local population," he said. "Mer- 
u area has the lowest level of interna- | building include E. Wah and Aik San, two | chants are very clever," added a Japanese 
onal exposure within Japan. property companies which have been un- | businessman. “They can find the best way . 
nother obstacle for Aizu Wakamatsu | able to meet some other development ob- | to operate in difficult circumstances." The 
lack of technical training available to | ligations. Between them, they have 42.5% | Japanese corporate view, they add, is that 
cal students. If the area were awarded | of the building, of which land cost alone | of foreign investors. As such, mainten- 
of the so-called Technopolis labels, | was a record HK$908 million, giving a | ance of Hongkong’s free-market economy 
given by the central government to deve- |. break-even cost on completion of some | — and the local dollar as an international 
lop... high-technology centres. around | HK$2,500 per sq. ft. currency — is all-important. 
pan, funds could be channelled into re- Japanese banks were relative late- Nor do the Japanese pretend that keep- 
arch-and-development projects and | comers to the property financing boom | ingafree foreign-exchange market or con- 
chnical schools. Without that, the | but claim their involvement is "relatively | ducting business with a minimum of offi- 
bour pool could be considered highly | low." Sanwa, which paid HK$80 million | cial regulation will be easy to achieve 
Otivated but unskilled.. for two floors in Fairmont House, Cen- | under a different administration. More- 
verall, many Japanese remain tenta- | tral, says it will be able to recover this in- | over, they do.not have suggestions as to 
bout their ability to deal directly with | vestment in about seven years, andis con- |: how. this could. be done.. What they do 
igners in Japan. That ancient tribal | fident that the territory's international stress; with increasing frequency, is how 
must be changed before widespread | status as a financial centre will be main- | important Hongkong is to Japan. 
gress can be recorded in the Miti in- | tained beyond that. As of March 1982, there were more 
nt ‘ee he oes it is be- | Evidence of an imminent export- led. һап: 1,800 Japanese ventures here, oo: 
economic recovery provides some basis |. mounting to US$1. 4 billion in inve: 
for Japanese confidence in Hongkong, at | — Japan's second-largest in Asia after In- 
least in the short term. Yet Japanese . donesia and 11% of Japan's total invest- 
Miti p bankers and businessmen also express | ment in the region. “If Hongkong col- 
ject. "They need a few Don Juans ‘confidence in the lon; оѕресіѕ, а lapses,” said ie "the loss to us would 
could successfully woo the gaijin.” — ll | beit qualified This is not use they | be inca 
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sows айу. more than апу one else about 
how Chinese sovereignty will be exercised 
г over Hongkong. “But we can see the 
forest for the trees," said one Japanese 
analyst. ^ 

The Japanese view is that beyond 14 
| years, there will still be a great deal of 
room for busi s = in the development 



































industrial-relocation scheme is 
re primarily a domestic pro- 
Any spillover effects on bilateral 
ilateral trade relations take second 
о this regional emphasis. Still, the 
upport provided by the-US Gov- 

ent and banking and business circles 
ects the common mutual interest ра 


































































































































































business here, but it is more important as 
an international market, which cannot be 
replaced, not even by Singapore.” 

ichitoshi Kobayashi chairman of 
Marubeni (HK), said: “We do not think of 
1997, Our basic approach is to promote 
business between Japan and China, where 
we have six offices. This will not be altered 
by any 1997 solution. But, of course, we 
would like Hongkong to stay as it is now. 
We are not worried, but if a British com- 
pany pulls out, we'll start to worry. Only 
20% of our business is generated locally, 
but our Hongkong Office is one of our 
biggest in Asia. It is our offshore base be- 
cause Hongkong is international. It is our 
international operations centre for textile 
piece goods, There is full support of bank- 
ing services available here." 

One unquantifiable asset of this free 
market, many Japanese businessmen said, 
is easy access to all sorts of information. 
“Our trading business depends on infor- 
mation," said Kobayashi. *We cannot 
operate as efficiently ii Japan.’ Maybe 
more of our headquartérs’ operations 
could move to Hongkong'from Osaka if 
the political situation heré stabilises. It is 
more competitive here, and We like it.” 

Having targeted China as'à major mar- 
ket, Marubeni maintains it can get more 
information about the mainland faster 
through Hongkong. Others add that it is 
easier to conclude joint ventures with the 
Chinese through Hongkong. These, how- 
ever, tend to be small-scale, though one Ja- 
panese analyst went so far as to claim that 
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“if the Baoshan [steel mill] plant contract 
had been arranged through Hongkong, it 
would not be in the mess it’s now in." 
The Japanese also find Hongkong very 
useful as a training centre for executives. 
Its international business environment, 
Kobayashi said, allows Japanese to be 
groomed for postings in Western coun- 
tries. “It’s not the same [as in Japan] if you 
have to deal with British or German busi- 


nessmen on their home ground,” he said. 


According to Ichiro Fujita, a long-time 


resident and former general secretary of — 


the local Japanese Chamber of Com- 
merce, Japanese corporations have been 
sending staff to Hongkong for training in 
international business since 1954. Fujita 
maintains Hongkong will also be a train- 
ing ground for China's future business 
managers. 

The Japanese readiness to sing the 
praise of Hongkong's free-market envi- 
ronment, at a time when Peking is step- 
ping up pressure on compatriots to accept 
the SAR solution, raises the question of 
whether they are in fact reflecting local 
Chinese anxiety that the future looks less 
than bright; and whether they would like 
to be able to provide some input into the 
Sino-British negotiations to steer both 
sides away from jeopardising Hongkong's 
prosperity. 

The reply, however, is. always the same: 
“Don’t count on Japanese politicians to 
help.” Said Fujita: “In the early 1950s, the 
chairman of the Hongkong and Shanghai 
Bank said Japan’s economy would take off 
but our country’s political view would in- 
hibit [Japanese]: economic leaders. He 


was correct. So I wouldn't rely on the Ja- 


panese Government to help steer the 
talks. If there is any role for Japan in mak- 
ing sure the final solution will maintain 
Hongkong's prosperity, it can only come 
from Japanese businessmen telling their 


mainland Chinese counterparts how im- — 


portant this place is." @ 
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ECONOMIC RELATIONS 


To agree 
is sweet 


Parallel interests over a world 
sugar agreement bring 
Australia and the EEC together 


By Malcolm Subhan 

Brussels: Relations between Australia 
and the 10-nation European Economic 
Community should be much smoother in 
future. The May meeting between the 
European Commission and Australia's 
Foreign Minister Bill Hayden and Minis- 
ter for Primary Industry John Kerin was 
the first in a long time to take place in a 
constructive atmosphere. 

The talks centred on negotiations over a 
new International Sugar Agreement. As 
exporters of raw sugar, the Australians 
are opposed to the European proposal 
which is based on a system of buffer stocks 
held by the major producers. But they rec- 
ognise that an agreement without the par- 


ticipation of the EEC would be largely 
valueless. 

The EEC, for its part, is anxious to join 
the new agreement and has played a con- 
structive role in the run-up to the negotia- 
tions taking place in Geneva. The fact is 
that with some 6 million tonnes of sugar 
available for export, it faces a massive bill 
for export subsidies. 

As Australia ranks second to the EEC 
as a sugar exporter, it is felt here that an 
agreement between the two could mark a 
breakthrough in the Geneva negotiations. 








The parties have therefore agreed to ask 
their technical experts to see if they can 
come together on as many issues as possi- 
ble. Kerin has suggested there could be 
different levels of stocks. 

It remains to be seen, however, if the 
EEC and Australia can on one hand 
bridge their differences and on the other 
persuade major exporters, including the 
Philippines, Thailand and India, to follow 
their lead. The current round of Geneva 
negotiations is likely to be followed, in 
some months, by a second round. Шш 


ECONOMIC MONITOR E BANGLADESH 
Rain and other elements 


Dhaka: Bangladesh, where economic 
growth has stagnated in the past two 
years, appears to be slowly coming out of 
the morass — apparently as a result of the 
government's bold policy decisions in its 
budget for the current fiscal year ending in 
June. These measures aim to trim expen- 
diture and mobilise resources by reducing 
substantially subsidies on foodgrains, 
fertiliser and petroleum products. The im- 
proved picture has also been due to timely 
rainfall in late October 1982, increased re- 
mittances from Bangladeshis working 
abroad and reduced imports, partly be- 
cause of a large build-up in inventories 
and partly because of a decrease in de- 
mand. 

After steady growth in the gross domes- 
tic product averaging 7% a year over 
much of the past decade, the growth rate 
declined to 5.9% in fiscal 1981 and 
plunged to a mere 1% in 1982. Serious 
budgetary and balance-of-payments dif- 
ficulties emerged in both years. Also, the 
political instability that followed president 
Ziaur Rahman’s assassination in May 
1981 slowed down investment, both local 
and foreign, as well as economic activity. 
The situation was exacerbated by the un- 
favourable aid climate in a recession-hit 
world and the unsatisfactory performance 
of the agriculture sector, which accounts 
for more than half of GDP. 

In fiscal 1982, erratic rainfall damaged 
all three rice crops and insufficient rainfall 
early in fiscal 1983 has partially affected 
two crops. Besides, falling prices of the 


principal exports, jute and jute manufac- 
tures, forced farmers to switch to rice, 
which enjoys a relative price advantage. 
However, rains in later October, plus the 
government's efforts to provide irrigation 
facilities for the third rice and wheat 
crops, helped increase foodgrain produc- 
tion by about 5% to a record 15.1 million 
tonnes, which may push overall growth in 
the agriculture sector to more than 3%. 
Still, foodgrain production growth so far 
of 5% runs below the original target of 8% 
for the year. As a result, a senior Finance 
Ministry official told the REVIEW, GDP 
growth for fiscal 1983 has now been esti- 
mated at 3.5-3.8% compared to the origi- 
nal target of 5.5%. 


t a meeting in Paris last April, the 

World Bank-led Bangladesh aid club 
pledged total assistance of US$1.7 billion 
for fiscal 1984, up by 5% over commit- 
ments for 1983 but below Dhaka’s request 
for US$2.2 billion. The World Bank re- 
commendation was for US$2.02 billion. 
However, the Finance Ministry official 
appeared confident that the total commit- 
ment for fiscal 1984 would reach US$2 bil- 
lion, with more funds expected to be 
forthcoming from consortium members as 
well as from the socialist and Islamic coun- 
tries. 

A World Bank projection for fiscal 1984 
says that with a total aid disbursement of 
US$1.44 billion, medium- and long-term 
debt servicing at US$112 million and a 
net outflow of US$25 million in short-term 





capital, Bangladesh could still sustain an 
import bill of about US$2.63 billion for fis- 
cal 1983, Aid disbursement has been esti- 
mated at about US$1.3 billion while the 
total import bill is likely to reach US$2.34 
billion. With export earnings projected to 
increase from US$655 million in fiscal 
year 1983 to US$750 million in 1984, it is 
hoped that remittances from overseas 
Bangladeshi workers will fill the gap. 

Meanwhile, the upturn in the private 
sector, which has become visible since 
November 1982, continued, Credit expan- 
sion in this sector, which rose by only 5% 
to Taka 1.17 billion (US$49 million) from 
July to November 1982, increased by 
22.5% to Taka 5.2 billion by the first week 
of April 1983. Activity in the public sec- 
tor, on the other hand, slowed down con- 
siderably, as reflected by a credit expan- 
sion of less than 3% in this sector during 
the same period. 

The government sector, according to 
estimates by the Bangladesh Bank, the 
central bank, showed a surplus of Taka 2.5 
billion during the same period. However, 
the central bank’s governor, Nurul Islam, 
appeared concerned over the rapid liquid- 
ity expansion which is certain to continue 
up to the end of the current fiscal year. He 
told the REVIEW, though, that the govern- 
ment’s expansionary policy to revive the 
economy is unlikely to affect the country’s 
balance-of-payments position. As of April 
8, narrowly defined money supply (M1) 
rose by Taka 2.8 billion (or about 13%) to 
Taka 24.35 billion while broadly defined 
money supply (M2) was up by 14% to 
Taka 53.69 billion. An annual increase of 
20% for fiscal 1983 may emerge. 

—S. KAMALUDDIN 
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To do business between one 
country and another, you need to 
build bridges. 

Between different cultures, 
different languages, different 
regulations, and different currencies. 

There’s one bank that can 
help you to build your bridges. 

Barclays Bank. 


SPAN THE WORLD. 
Barclays has a truly international 
banking network — covering 84 
countries, and all the world’s key 
financial and business centres. 
So wherever you're doing business, 


there's a branch waiting to help you. 


Altogether, you've got over 
5,300 branches to choose from-all 
run by Barclays. 


FOUNDATIONS AT BOTH ENDS. 
All are staffed by highly-trained, 





experienced people. People who 
really know what's going on. 
That means you get detailed, 
accurate, up-to-date information. 
And, equally important, you will 
find that since Barclays people are 
speaking to Barclays people, 
communications иччу guum 
are simpler pe +18 Bı 
faster, and тоге fz, Sail 
reliable. Эйс. 2081 








NO WEIGHT LIMIT. 

You would expect a bank with 
so large an international network to 
have a strong asset base. 

Even so, you might be surprised 
to learn that Barclays' total assets 
run to over USS95 billion (as at Dec. 
31,1982). 

Which is enough to take care of 
any project you've got in mind - from 
the smaller deals to the very largest. 

So next time you need finance, 
information or advice ,talk to 
me Barclays Bank. They'll 

`F help you build your 
| bridges- and cross 
| to the other side. 


CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN 
AUSTRALIA, CHINA, FIJI, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, VANUATU 


We fly more people to more countries thz 
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The world’ favourite airline. Briti 








Canon electronic typewriters 
Their most outstanding feature 


When most people think of electronic type- 
writers they think of convenience. Things like easy 
correction, easy formatting, and automatic func- 
tions designed to eliminate the mechanical as- 
pects of typing. Every Canon electronic typewriter 
has advanced electronic features to do just that. 
In fact, we have some convenience features you 
won't find anywhere else. 


But at Canon, we were not content to just 
put some fancy circuits into an ordinary type- 
writer. We set about to combine the automation of 
electronics with a new level of mechanical preci- 
sion. The evidence of our accomplishment is in 
the finished document. For line framing, spacing 
is to within 1/240 of an inch, almost three times 
more precise than conventional typewriters. 
Vertical and horizontal lines meet exactly at the 
corner for perfect framing of charts and columns. 


This kind of accuracy cannot be achieved 
with mere circuitry. It takes attention to the 
smallest mechanical detail, and a willingness to 
use the best materials and designs rather than 
just the easiest. Canon uses an optically con- 
trolled servo motor to govern the carrier move- 
ment rather than just a simple step motor. We use 
a special two-way ratchet to control platen move- 
ment instead of the usual one-way type. And we 
mould our daisy wheel printing element to micron 
tolerances for perfect character alignment 


All this might seem unnecessary to other 
typewriter makers. For them, a few flashy fea- 
tures might be enough to call a typewriter elec- 
tronic. But at Canon, our respect for the potential 
of electronic precision compelled us to make a 
typewriter worthy of its advanced features. 


AP500 features: ө Text storage expandable to 32,001 


characters. @Correction memory of 500 characters for one-touch 
correction. @ Format storage for frequently used tabs, margins and 
page sizes. @Line framing for charts, graphs, etc. Ө Automatic 


centering, paper feeding, underlining, bold type, numerical columns 


precision for productivity 


anon 
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Malaysia Guthrie Sendirian Bhd (Guthne Trading) Selangor & 3344 Philippines Datagrapty F Box 1524 MCC Me Manila Tel. В 11 Singapore Ca 
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The Columbia 
Space Shuttle 
navigation system 
was initially 
developed for the Apollo Program 
Its a system closely related to the 
ones used by Air Niugini-and by 
most modern international jet 
airlines. 

Even in this computer age, the 
accuracy of the Inertial Navigation 
System over long distances is 
remarkable, and the range of 
information it can give the pilot 

is extraordinary. 

With the dual Inertial Navigation 
Systems programmed, Air 
NiuginiS Boeings can fly anywhere 
in the world without reference to 
external aids. 








Singapore, 
Hong Kong, 

_ Sydney, Brisbane 
== and Cairns. 


.| The computer not only tells the 
captain how to get from one pre- 
programmed ‘way point’ to the 
next, it also determines how 
to get there as quickly and 
economically as possible. It has 
the ability to compare actual 
flying times with projected times, 
and calculate how to reconcile 
disparities. It delivers pin-point 
information on where the aircraft 
is at any given moment, and 
where it can expect to be at any 
other. 

To the pilot, INS ensures precision 
navigation and en-route flight con- 





For schedules and additional 
information please contact your 
travel agent or nearest Air Niugini 








trol; to the passenger, a Sales Office. 
smoother ride and 

punctual arrival. 

Air Niugini flies 

direct to Australia, Hong Kong 

Asia and USA Eugene Zau 5-242151 


Singapore Tun Soon Heng 235 4958 
Manila Howard Lahari 864713 


AIR NIUGIN 


VE OF PAPUA NEW GUINEA 


Air Niugini provides the best way 
of flying passengers and freight 
between Papua New Guinea and 
every major port in the Pacific 
basin. We have direct services to 


Honolulu, Manila, Auckland, 
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SPS 


> Our experiences date from the past 
century - our perspectives reach into the 
illenium. 





AEG and railways — 
cooperation by system. 


Eversince the construction of our first electrical railway vehicles of all railway systems, plus passenger coaches. 

drive in 1889, railway technology has undergone And we are producing automatic car couplings with the 

complete changes. Economy was improved immensely, same meticulousness and precision as we do electrical 

safety increased considerably and, thus, reliability has components for buses. 

grown. Main points of all considerations were easy The train radio communication system which we deve- 

operating of systems and passenger comfort. An end of loped means applied safety, with information being 

the development is not yet to be seen. transmitted like a flash and without interference. 

AEG-TELEFUNKEN plans, builds and supplies electrical Nowadays, we are already working on solutions for 

plants, systems and components for a future-oriented tomorrow to reduce travel and transport time even more, 
railway technology. This to still improve economy and to increase passenger 
includes the complex field of safety and comfort. Our customers allover the world are 
railway automation, together our partners in the search for such solutions. Only by 
with its operation control, such a cooperation by system, most effective problem 
yard technology, interlocking solutions may be generated for main line and rapid tran- 
and train control technology, sit systems of the future. 
as well as passenger service Railway technology is just one example of the efficiency 
systems, traction power and the innovative power of AEG-TELEFUNKEN. We 
supply and distribution, gladly inform you in more detail on the many potentiali- 
electrical equipment for ties and the decisive advantages of a cooperation with 
locomotives and traction AEG-TELEFUNKEN. Please, just write us. 





Magnetic Levitation Railway 


note AEG-TELEFUNKEN 


Railway Systems 
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| am interested in receiving further information on railway technology 
P d from AEG-TELEFUNKEN 


Name: 
Ф Сотрапу 
Ф Department: 
Ф Address: 


P 4 To AEG-TELEFUNKEN 
Attn Mr Hhnar А 2 77 8 Hahansaliarndamm 1&0 MANNAN Rariin 22 














43.-1708Е 


When planning 
amajor 
capital project... 


Successful financing of major projects and 
capital assets depends on designing its structure 
as much as on procurement of the funds. 

At Lloyds Bank we integrate the 
professional skills with the international 
capability to build a whole. 

When you ask us to join in planning 
your project, you are assured of responsible 
advice on the right financial strategy. And you 
are dealing with a bank able to support its 
advice with a substantial commitment 
of funds. 

Our professionals will design a financing 
structure to suit the equity and the project's 
earning capacity, identifying and assessing the 
financial risks. Where appropriate, they will 





the right advice 


and finance 
comes from an 
integrated bank 


devise debt structures limiting recourse 
against the sponsors. 

Our experience in negotiating with 
international and national agencies will 
maximise the benefit to the project of 
subsidised official finance and export credit. 

Drawing on our global knowledge of the 
many sources and methods of finance, we will 
bring the project to the markets for its 
successful financing. 

Wherever you deal with us, you secure 
the fast and sure response that 
gives you the edge. 
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crease government procurement oF key 


commodities and make such socialist in- 
stitutions as collective farms more attrac- 
tive to the southern peasant (REVIEW, 
Feb. 10). 

The debate on economic policy ts 
clearly only part of an underlying discus- 
sion on basic political principles, such as 
the speed with which socialism is to be 
built in Vietnam and the form itis to take. 
The arch-critic of the policies appears to 
be State Council Chairman Truong 
Chinh, one of the prime movers of the 
high-speed socialist programme laid out at 
the fourth party congress in 1976 and 
which was subsequently discredited. 

More detailed analyses of problems 
caused by the sixth plenum reforms have 





LENDING POLICIES 





press. p% ally they ates 
initiative has been абе too far for the 
liking of the leadership. Two of the main 
slogans of the sixth plenum — both 
thought to have been coined by Kiet — 
were "Thao go," or unravelling the knot 
of red tape, and “Bung ra," or an explo- 
sion of initiative and ideas. 

But apparently, too many knots have 
been untied and too many ideas have been 
thrown about. An article in the April issue 
of the party theoretical journal, Com- 
munist Review, laid out some of the main 
complaints. Under the new policies, the 
journal noted, output and revenues had 
increased, but in many cases profits were 
not being remitted to the central govern- 
ment. Local enterprises, the journal said, 


A hard road to the Apex 


Thailand may adopt a World Bank-proposed programme, 
involving funding pools, though barriers abound 


By Paisal Sricharatchanya 
Bangkok: The World Bank is trying to 
persuade Thailand to accept a new type of 
lending programme. Similar to the World 
Bank-funded Apex programme in the 
Philippines, the proposed scheme calls for 
the setting up of a system of priority fund- 
ing pools to be administered by a central 
agency — the Apex — which would super- 
vise all lending to small and medium in- 
dustries and agricultural enterprises in 
rural areas. 

The World Bank is also asking the Thai 
Government, among other things, to per- 
mit free entry and orderly exit to generate 
more competition in the financial system, 
deregulate interest rates’ and remove 
statutory controls, to allow various spe- 
cialised institutions to move towards uni- 
versal banking. The wide-ranging package 
of major policy-reform proposals is con- 
tained in a new World Bank study entitled 
Thailand: Perspectives for Financial Re- 
form, which a mission of senior bank offi- 
cers discussed with Thai officials during a 
visit in early March. 

The World Bank mission apparently 
failed to secure definite commitments 
from Thai officials, who sought further 
clarification on several technical points of 
the proposed lending programme. The 
governor of the Bank of Thailand (BoT, 
the central bank), Nukul Prachuabmoh, 
reportedly told the mission to come back 
with a more detailed proposal. The World 
Bank recommended that the BoT, which 
supervises commercial banks and other fi- 
nancial institutions here, act as the Apex 
for the proposed priority funding pools. 

Of all the recommendations, the prior- 
ity funding-pools system is the only one 
which could lead to World Bank funding. 
But the proposed programme neverthe- 
less met with considerable scepticism in 
some quarters, in contrast to the World 





Bank's programme of structural-adjust- 
ment loans (SALs, aimed at bringing 
about far-reaching economic reforms 
through conditional credit packages) 
which appear to be generally endorsed by 
Thai economic and financial policymakers 
(REVIEW, Mar. 24). 
The World Bank believes the proposed 
priority funding pools could be financed 
"by mobilising domestic resources if the 
domestic economic and financial situation 
permits, or . . . from external term financ- 
ing." However, official sources told the 
REVIEW that the visiting mission indicated 
the bank is ready to inject around US$150- 
200 million into the programme in the ini- 
tial stage. The BoT, it was further pro- 
posed, would concurrently put up a yet-to- 
be-determined counterpart. Additional 


funding from external sources is also en- 
visaged. 
According to a senior source in the 
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itions. In some 
places, officials were unilaterally increas- 
ing monthly allowances of rationed foods 
such as sugar, rice, meat or fish. 
However, diversion was not limited to 
factories. "There are even places," the 
journal noted, “where the local govern- 
ment has ordered the transfer to local 
budgets of hundreds of millions of dong 
intended for the central budget." The new 
policies were aimed to cut through exces- 
sive red tape in Hanoi, but some local ad- 
ministrations seem to feel they can do bet- 
ter without Hanoi, the journal suggested. 
The fact that the changes were em- 
braced most eagerly in the south probably 
caused some of the country's leaders an- 
guish. Kiet is said to have said the north 


BoT, the World Bank is to put up US$80 
million (at standard World Bank interest 
rates) blended with another US$40 mil- 
lion from the International Fund for Ag- 
ricultural Development. (IFAD), which 
carries a concessionary rate of only 4% in 
the first year. 

The new programme may very well re- 
form the system, structure and pricing of 
institutional credits to the industrial and 
agricultural sectors. To date, these sectors 
have been financed largely by a combina- 
tion of the commercial banks and finance 
companies plus non-institutional sources 
such as the underground money markets. 

To a much lesser extent, they have also 
been funded by a small number of special- 
ised institutions — including, notably, the 
semi-official Industrial Finance Corp. of 
Thailand (IFCT), the only development 
bank which caters for medium and small 
industries, and the state-run Bank for Ag- 
riculture and Agricultural Cooperatives 
(BAAC) which specialises in agricultural 
credit. 

Of the institutional credit extended in 
1980 to industry (the bulk of which is con- 
centrated in and around Bangkok), 69.6% 
came from commercial banks, 23.9% 
from finance companies and 5.8% from 
the IFCT. Non-institutional credit, which 
proliferates in rural Thailand, is estimated 
to account for about 50% of total rural 
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hasbeen far more extensive. Since the | 


mid:1970s, the monetary authorities have 


11 required commercial banks to allocate a | 
» fixed percentage of their total deposits for 


agricultural credit, as a means to channel 


= more resourcesinto rural areas. The. man- 


datory allocation has gradually increased 


"from 5% (of total deposits) and has re- 


mained at 13% over the past four years. 


+. Only a few large banks which-have ex- [IF 


- tensive upcountry branch networks man- 
аве to directly extend agricultural credits 
ла. the required volume; the majority of 
the. smaller banks take the less-compli- 
ted alternative of ositing the bulk of 
required allocation with the BAAC. 
Against the government-regulated 
rest ceiling on bank loans; which 
was brought down from 19% to 17.5% in 
February, the BAAC has been lending at 
. subsidised interest rates of about 13-14%, 
reflecting another government means to 
© assist farmers in the face of varying dé- 
- grees of agricultural taxation. However, 
these rates are far 


loan sharks — estimated at 2-5% a month 


"s --inruralareas. | | 
The World Bank study concluded that 


there is.a preponderance of overdraft fi- 


nance. and а Іаск оѓ project-based term. 


: financing — with the exception of the 


; ture, as well as commercial bank links with 
5, fa pred large and 





А X unorganised, un- | 
> official money-market rates charged by 


s activities. It said the.interest struc- ` 


hi a unorthodoxy with some disap- IE 


Well- informed sources in Vietnam have 
another interpretation: Kiet, they say, is 
rarely in Hanoi. He has been travelling 
widely апа frequently, collecting data on 
the economy and probably gathering sup- 
port from provincial committees where 
much of the power in Vietnam lies. Since 
February, Kiet has spent a total of one or 
two weeks in the capital, the sources say. 
Last month, for example, was. mainly 
spent. in the south's Central Highlands. 
And Kiet continues to visit Ho Chi Minh 
City about once in à month, where his 


the politburo. 
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will take over. 


AN EASY WAY TO INVE 
AMERICAN SMALLER CO 


Which company to invest in, when to buy, м 
questions which are very difficult for the private 
answer with any certainty. We at PFC can offer 

_ Solution — invest in the Britannia American Smaller Comp: 

' Dollar Fund, which specialises in emerging growth р 
and aims for capital growth. The fund has an excellent past ^. 
performance record indicated below and with anticipated lower 
US interest rates the future prospects are extremely good. 


Performance Record | | 
: For last i2 months From launch 
From 18/4/83 16/3/80 to 1874/8 
Britannia American Sinaller Companies vA : 
Dollar Fund +48% 
+. 6.4396 . 
+ 7.89% 


+122% 
+ 47.6% 
+ 53.45% 


. Dow Jones.industrial index 
Standard and Poors 500 index 


Britannia American Smaller Companies Dollar Fund is only one of 
many investments available through Personal Financial : 
Consultants, established inthe Far East in 1975. 


Through close monitoring of a full range of unit trusts, РЕС offers 
investment plans tailored to your financial needs. Come in to our. 
office for a free consultation about your financial situation or. mail 

| the coupen for further details: 


Mr W.H. Glover or Mr D.T: Wilkie 1 
Personal Financial Consultants, Ltd 
1301 World Trade Centre, Causeway Bay 
Hong Kong Tel: 5-7908448 


Please send details of PFC Services. 


Name: 
Address: . 
















igkok: The World Bank's proposals 
a wide-ranging series of major policy 
rms for Thailand's financial system, 
hich are consistent with the bank’s em- 
jasis on a market-oriented, free-enter- 
ise approach, are theoretically correct. 


























emented, others are regarded with re- 
rvation and the rest appear totally im- 
actical. | 
Nonetheless, most Thai officials agree 
that the recently concluded World Bank 
udy, Thailand: Perspectives for Finan- 
al Reform, is a useful reference work, 
presenting the first comprehensive 
udy of this country’s financial system. 
The recommendations dwell on the 

























































hai financial markets by allowing free 
try and orderly exit; deregulation of in- 
test rates; a shift from specialised finan- 
al services into more universal banking, 
id regulatory controls based on activity 
ther than — as at present — on institu: 
n. 









































nce was granted to the Asia Trust Bank 
nearly 20 years ago; since then, no new 
ai bank has been allowed to open. The 
icial position seems to be that the ser- 
ces of the 14 Thai banks now operating 
е adequate. 


















strong political pressure for new bank li- 
nces at various stages. But the Thai pub- 




























edium borrowers and limited small bor- 
rowers’ access to credit. The study 
claimed that directed lending. arrange- 
ents have been financially burdensome 
о the government, have introduced іп- 
centive distortions and have not been cost- 
effective. 
Commenting on the. government's 
| rural-development objectives, which have 
. been accorded high priority Бу Prime 
Minister Prem Tinsulanond, the study 
tated: “The financial system is not an ef- 
fective vehicle for channelling subsidies 
directly to the approximately 2 million 
families living in absolute poverty in rural 
Thailand." 
_ The World Bank suggested that the di- 
rected lending activities should be gradu- 
ally delinked from domestic money crea- 
tion and from. specialised institutions as 
well as mandatory credit allocations im- 
posed on banks. It recommended that 
they should be replaced by the priority 


- should be scrapped eventually while the 


ricultural taxation, the study concluded. 
However, the. terommend ns. me 


uggested ref rms of the Thai financia system are äccöptod 
correct — but draw fire on practical grounds 


| lic is not entirely happy. Resentment has 


ut while some are already being im- 


ed to generate more competition in 
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‘The World Bank hit the right spot as far- 
-the issue of the entry of new banks is | 


ncerned. The last Finance Ministry li- | Washingto 


The central bank in fact has had to resist i 





funding pools. The mandatory allocations. 


ВААС should charge market-based in- 
terest rates alongside. the removal of ag- 









been sporadically aired against the domi- 
nation of the banking system by a handful 
of wealthy Chinese-Thai families. 

Senior Thai central bankers. now say 
there will be more new Thai banks as well 
as foreign bank branches. (The last full 


foreign bank branch licence was granted: 
to the European Asian Bank in 1977; it 


began operation in 1978.) They caution, 
however, that new entry is à government 
policy and monetary authorities must lay 
down clear-cut ground rules and criteria to 
prevent unwanted political influence. 

But orderly exit — apparently per- 
ceived more in the context of the more 
than 100 finance companies — is a differ- 


ent matter. The collapse of Raja Finance. 


in 1979 rocked the finance-company sec- 
and nearly. brought down the 
stockmarket. The central bank was forced 
to salvage the insolvent Serisakol 


"Thanakij Credit Foncier Co. — a second- 
‘tier finance: inns qp — earl 





y this year 

(Briefing, REVIEW, Jan. 6) to minimise 
the adverse impact.. 
-fWorld. Bank © officials 





sitting in 





when public depositors are at stake as a re- 
sult. of insolv companies?” asked a 
senior central bank official. ' 

In sum, the World Bank proposal is re- 
garded as impractical. Authorities in re- 
cent years have been encouraging mergers 
of credit foncier companies but so far 





there has been little success. A long-stand- 


with considerable scepticism in certain 


| quarters, where it is felt that the call for 
Thailand to set up an Apex-type unit is 


serving the World Bank's own interests. 


Instead of lending separately to special- 
ised institutions such as the BAAC and 


IFCT as it has been doing in the past, the 
bank. would be able to save costs by lend- 
ing wholesale to the proposéd new unit 
(from which the affected institutions 
would draw on to re-lend). Moreover, the 
bank would in effect make its funds availa- 
ble» indirectly to commercial banks 
through the new window: (The World 
Bank does not directly lend to commercial 
banks.) 


he reluctance of BAAC and IFCT to 
accept the concept is understandable. 
“Why should they go through the middle- 


man — and thus increase costs — since, 
they have direct facilities with the World 


Bank at present?" asked one observer. 
Just last April, the BAAC signed a direct 


-US$70 million World Bank loan which | 
: was blended with another 065920 million ; 
from IFAD. 
| This aspect aside, officials question the E 


: capped bya Finance Ministry pronounce- 






can] talk about orderly exit. 
Who is going to face the responsibility 


| lopment ban 


ment that the central bank already has the 
powers to supervise and regulate and that 


1: the scheme will not solve the root cause of 


the problem. 

Viewed as equally impractical is 
another World Bank suggestion that the 
various financial institutions: should 
gradually move into universal banking 
and eventually formulate their own spe- 
cialised areas through market-adjusted 
competition. Officials explain that spe- 
cialised institutions are set up with specific 
objectives апа under special statutes. 
Legislative changes would not only be 
politically troublesome but also would de=.. 
feat their original purposes. 
iwhile, the traditionally rigid in- 
ure in Thailand has become 
‘more flexible since late 1982 
new policy to generate more com- 
petition among banks (REVIEW, May 5). 
The ultimate objective is a floating in- 
terest-rate system, but this will be brought 
about gradually. 

*We try to lead [the banks] but not di- 
rect them. We want them to use their own 
judgment and discretion," central bank 
governor Nukul Prachuabmoh told the 
REVIEW in late March. This means the 
current (officially regulated) interest ceil- 
ings — 17.5% on bank lending and 13% 
for one-year fixed deposits — will not be 
scrapped overnight. : 

The present adjustment of interest rates 
is associated with another official policy to 
discourage ` overdraft lending while en- 
couraging. more term loans (REVIEW, 
Feb. 17), which fits in with the World 
Bank recommendation. 

| . — PAISAL SRICHARATCHANYA 








offer Thailand — especially at this stage. 
Set against a domestic liquidity glut and 
declining. interest rates overseas, the 
World Bank offér appears to be less at- 
tractive now compared to two years ago 
when global interest rates rocketed and 
put a squeeze on domestic liquidity. Also, 
at a time when the London inter-bank of- 
fered rate (Libor) is around 8-9% and in- 
terest rates in other overseas markets 
lower, the World Bank rate of 10-11% is 
regarded as unattractive. 

There is also concern that Thailand 
should not permit excessive World Bank 
interference in. the country's financial 
management. A senior ТЕСТ executive 


1 who visited the Philippines’ ‘Apex unit re- 


cently got the impression that а World 
Bank expert permanently stationed there 
was virtually running the show. According 
to this source, the success of the Philippine 
programme has yet to be seen. The source 


_said the Manila window, after two years in 


operation, has re-lent only about US$40 
million out of the total US$250 million 











“World Bank credit line. 






е three Philippine deve- 


Apart from 
& count for the bulk 












the portfoli 








їп International fering 









Being young can be an 
asset, especially if you can: 
already offer the full complement 
of international. banking services 
combined with the very latest and finest 
computer. back-up. 

Firm foundations, thorough knowledge of the 
market, and а solid shareholding all go to make 
Bahrain Middle East. Bank a viable partner in all aspects 
of international banking. 

Indeed, since inception in March 1982, BMB has already 
succeeded in increasing its total. assets to a healthy US$ 140 million, 
and aims soon to be represented іп all other key financial centres of the world. 

When you have everything already in hand, building is the logical step. 
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TIREE 
UTE 


BubecHibe now 


and ensure your copy each week. 


FAR EASTERN ECONOMIC 


JETSPEEDED RATES 


... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 


Yearbook, It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$16.95 or HK$110 (or the 
equivalent in local currency) Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 














| Please enter my subscription for I 
| О 3months 1 
| О months | 
О tyeer 
| о Please include the Yearbook at extra | 
| US$18.95/HK$110. For airmail delivery 
please add: HKS3S/USSS l 

| Payment of isendosed | 
АЁ | 
| Address | 
| Country Zip Code | 
| О Jetspeeded C Surface mail 
| Cheque payable to Far Eastern Economic Review enclosed і 

To: Circulation Manager | 
| Far Eastern Economic Review, GPO Box 180, Hongkong | 
| WONC 0526 
tus کے‎ m es an du kc xs ÉD i d 


102 





T 


"This means that the Philippine Govern- 
ment has to pay the 0.75?5 commitment 
fees on the US$210 million undisbursed 
balance," he commented. 

While the World Bank argued that the 
limited upcountry-branch networks of the 
IFCT (which has three) and BAAC (50- 
60) could not sufficiently service the in- 
dustrial and agricultural credit needs, it 
reportedly did not stipulate anv require- 
ments on the commercial banks' share of 
activities through the proposed new win- 
dow. 

"This by itself is self-contradictory to 
the.original purpose [of broadening finan- 
cial services through both the specialised 
institutions as well as banks]. There also 
seems to be a misconception on the World 
Bank's part that Thai banks are keen to 
lend [tol the agricultural sector . . ." com- 
mented a senior central bank official. 

Even without the programme, a few of 
the large Thai banks — notably Bangkok 
Bank, Thai Farmers and Siam Commer- 
cial — which already have been active in 
the agricultural sector in recent vears, will 
continue to expand their financial ser- 


Bangkok Bank: vedo into the countryside. 


vices. With their extensive upcountry 
branches, such expansion is logical. But a 
majority of the smaller banks have been 
dormant in this area and will remain so in 
the foreseeable future because of the low 
spreads and high risks associated with ag- 
ricultural credit. 


eanwhile, the World Bank's sugges- 
tion that the BA AC divorce itself from 
subsidies and move to market-based in- 
terest rates is also logical in theory but ap- 
arently overlooks the political sensitivity 
involved. For the BAAC to raise interest 
rates now at a time when both domestic 
and overseas rates are declining would be 
politically unacceptable. A more pragma- 
tic solution would be to maintain interest 
rates for now and slowly adjust them up- 
wards in tandem with other reforms. 
Despite these many reservations, there 
are indications that the Thai authorities 
may eventually be persuaded to accept the 
scheme under continued World Bank lob- 
bying. “Although тапу. . . aspects are de- 
batable and need to be further verified, we 
cannot refute the broader thrusts of [the 
World Bank's] proposals, especially the 
one connected with institutional develop- 


ment," conceded a senior decision-maker 
at the BoT. 

A further snag is that some officials may 
not be enthusiastic to enter any new bor- 
rowing programme in view of a shrinking 
current-account deficit which narrowed 
from Baht 56 billion (US$2.4 billion) in 
1981 to only Baht 25 billion in 1982. How- 
ever, neutral analysts say that there is no 
harm in Thailand keeping all available op- 
tions open in the longer term by commit- 
ting itself to a new credit line — since de- 
ficits will not go away. 

In any case, it is clear that Thai 
polieymakers are poised for tough bar- 
gaining over terms and conditions. Now 
the BAAC has concluded the latest World 
Bank loan, a final Thai decision on whe- 
ther to accept the Apex-type programme 
is not likely until 1984. 

Before the government does decide, 
important operational aspects — particu- 
larly with the "delivery system" — will 
have to be clearly established. One poten- 
tial stumbling block lies with the foreign- 
exchange risk cover on the proposed 
World Bank loan components which have 
to be converted into local currency before 





being re-lent. First, it is practically impos- 
sible to secure forward cover for a long- 
term US-dollar loan of 10 years or more. 
Further complications arise from the fact 
that the credit will come from a basket of 
currencies. 

End-users of the proposed pools — the 
industrial and agricultural sectors in this 
case — will ultimately have to bear the ex- 
change-risk cover premium. Moreover, 
the specialised institutions and any banks 
which participate in the pools would have 
to bear administrative costs and credit 
risk. The key question in the end is whe- 
ther the total pricing — after all these costs 
— from the new window will be competi- 
tive in comparison to funds from conven- 
tional sources. By a rough calculation, the 
total price tag (that, say, a small-industry 
operator must pay under the proposed 
programme) comes to about 13-16% a 
year, which appears roughly competitive 
compared to the 14.5% currently charged 
by IFCT. 

But there are additional problems in 
terms of training end-users in project and 
fund management to correspond with the 
shift from the overdraft system towards 
project-based term financing. 
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A tug on the yen - 


` The Japanese currency advances into a new trading range, 


underpinned by a growing current-account surplus 


` By Hikaru Kerns 


Tokyo: After more than three months of 
relative stability, during which the trading 
range remained ¥235-240 to US$1, the 
yen has probably entered a new phase. It 
is unlikely to trace as wild a course as seen 
in 1982, when the currency baffled most 
economists and foreign-exchange dealers 
with the violence of its movements. But 
the yen could well trade irregularly for the 
next two months in the range of ¥227-236 
against the dollar before again strengthen- 
ing further. 
The most recent surge — a rate of ¥230 
to US$1, reached on May 11 — came 
rimarily on a general expectation of a 
urther decline in United States interest 
rates, foreign-exchange dealers said, 


* т “ + EDT 
Currency dealers at work in Japan; and in the US: backing the yen. 


though the case for a US discount-rate cut 
has now weakened. Short-term US rates 
had indeed been edging down — the fed- 
eral-funds rate, for example, dropped 
from 8.83% on April 28 to 8.49% on May 
13— and for a while there were encourag- 
ing American money-supply figures, indi- 
cating that the Federal Reserve Board 
could afford to loosen its grip. However, 
the latest money-supply figures, released 
on May 13, showed an unexpectedly large 
increase, setting back hopes of further in- 
terest-rate falls for the time being. 

Some dealers expect further signs of an 
economic recovery to lead to lower US in- 
terest rates — a view which could be said 
to defy orthodox economics. Economic 
recovery and a lower growth rate in the 
money supply would usually imply greater 
credit demand as well as a reduced supply 
of funds, thus driving up interest rates. 

Meanwhile, the course of Japanese in- 
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terest rates hinges on government 
economic policy. Prospects of a central- 
bank discount-rate cut now seem more 
distant. This would probably occur only 
after the yen was trading securely in the 
¥ 226-230 range. 

The Chicago International Monetary 
Market (IMM) has shifted generally to 
long positions on the yen in anticipation of 
the Williamsburg economic summit at the 
end of May, where the US is expected to 
make a gesture towards the cause of inter- 
national economic recovery by lowering 
its interest rates, informed sources say. 
The shift in positions on the IMM had a 
significant psychological impact on the 
Tokyo market, one foreign-exchange 


ee 


dealer at a large Japanese bank said. 
Clearly, the Japanese Government would 
prefer to enter the Williamsburg summit 
with a rising yen to help ward off com- 
plaints about its trade surplus. 


any expect Japanese interest rates to 

fall if and when US rates decline, so 
that within a short period the interest-rate 
differentials between the two countries 
would revert to their present levels. 
Chemical Bank foreign-exchange adviser 
Alicja Malecka commented: “There is 
simply much more of a psychological im- 
pact from a cut in US interest rates than in 
Japanese rates because of the nature of Ja- 
panese capital markets." 

A cut in US rates would, therefore, 
probably trigger a quick bull run on the 
yen. But a corresponding cut in Japanese 
rates would probably not have as dramatic 
an opposite effect. 


FTES T TRIES 


In the longer term, the fundamentals 
appear good for the yen, though for the 
next couple of months there should not be 
any dramatic breakthrough out of the 
¥227 to US$1 range. This naturally as- 
sumes the absence of extraordinary politi- 
cal or economic events. Bullish factors for 
the yen, such as Williamsburg and Japan's 
ballooning current-account surplus, have 
already been discounted by the market in 
its recent climb beyond the ¥235 to US$1 
barrier. 

There will also be steady demand for 
dollars from Japanese importers, who 
after the events of 1982 are jumpy about 
any signs of a strengthening dollar. In ad- 
dition, there could well be a feeling of 
anticlimax following Williamsburg, which 
might lead to a temporary weakening of 
the yen. 

Volatility in the yen is likely to recur fol- 
lowing a long period during which the 
Deutschemark and sterling have occupied 
centre stage. Now the players are backing 
the yen "for the money game," one 
foreign-exchange dealer said. Moreover, 
after the yen’s slide from its niche of ¥235- 
240, opinions may divide on what consti- 
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tutes a comfortable support level. Any 
such divergence of views could well buffet 
the market as developments unfold. 

For the long term, the dominating fac- 
tor is probably the explosive growth in the 
current-account surplus, partly helped by 
lower Opec oil prices. Some economists 
now believe the current-account surplus 
for fiscal 1983, beginning April 1, will 
reach US$20 billion, compared to US$9 
billion for 1982. Capital flows are unlikely 
to compensate for this trend. 

Indeed, Daiwa Securities predicts that 
the deficit in Japan's long-term capital ba- 
lance is likely to drop to about US$6 bil- 
lion in fiscal 1983 against a deficit of 
US$10.7 billion in 1982. If such estimates 
hold true, the basic balance for Japan 
should be about a US$13 billion surplus: a 
figure which will begin to supersede in im- 
portance the other factors restraining the 
yen. 
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Grain in Paris. Television BOMBAY 
sets in Bombay. Two real trade 
opportunities 

And two locations served 
by the international network of 
Banque Indosuez. A network 
now covering 60 countries. 

In the Far East, Banque 
Indosuez is present in 14 coun- 
tries. From Japan to Pakistan, as 
wellasSouth Korea, Hong Kong, 
the Philippines, Indonesia, 
Singapore, China, Macau, 
Malaysia, Thailand, Bangladesh, 
Sri Lanka and India 

In addition to its international i 
network, Banque Indosuez also 
hasdeeprootsin France — ithas 
been headquartered in Paris 
since 1875 and has branches in ! 
all major French cities active in 
international business 
- Conventional loans, export 

financing, mergers and acqui- 
sitions, project financing: Banque 
Indosuez opens up a whole 
world of opportunities 


BANQUE 
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A WHOLE WORLD 
OF OPPORTUNITIES. 
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these men out of work. 


the search sophistication of a 

larger aircraft at a fraction of 
the cost. 

Increased reliability and 
outstanding fuel-efficiency 
add to the economy of this 

| aircraft's operation. 
Examine the features 

| of the Searchmaster and 
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HE Nomad Searchmaster 2 
is a unique and proven A 
patrol aircraft, that represents 
the best maritime surveillance 
package currently available for 
coastal surveillance. 
The range includes the 
Searchmaster ‘Lima’ with chin- 


resources of the Australian 
Government and its aircraft 
factories. 

For further details on any 
of the Searchmasters, contact: 
The Nomad Marketing 
Group, 226 Lorimer Street, 

| Port Melbourne, Victoria, 
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Bendix larget radar. ected to intercept, 
Nomad Searchmasters 
have proven their efficiency 
in the protection of off-shore comfort, real low- ی‎ 
resources, control of illicit speed manoeuvrability 245 Ij 


trade and entry, andsecurity ^ andoutstanding С E 
of coastlines, shipping, and STOL capability. 28 
coastal waters. Searchmaster 
Designed primarily forall ^ comes with full 
weather surface surveillance, technical and spare-parts 
the Searchmaster offers all backup through the wide 








. Standard 
` of Value 


Product value results from solid 
design, quality parts, precise manufacture 
and the calibre of before and after sales 
support. 

Caterpillar achievements іп these 
areas set the standard of value for the 
heavy equipment and diesel/natural gas 
engine industries throughout the world. 
Last year alone, Caterpillar invested 
almost US$350 million in research and 
engineering to make our products more 
reliable, productive, fuel efficient and less 
expensive to maintain. 

And, Caterpillar Dealers in Asia 
provide a Ted before and after sale 
customer support services called 


CAT PLUS, to help Cat 


Caterpillar, Cat and [B are Trademarks of Caterpi 













product users maximize their profits. 

These dealers make available the latest 
technologies to help you select the correct 
types and sizes of products, analyze pro- 
duct performance and make sure parts are 
available when you need them. 

We pioneered the field ... we con- 
tinue to lead it. As producer of the world's 
most complete line of heavy earthmoving, 
material handling and diesel/natural gas 
engine products, Caterpillar established 
the standard of value. We pledge our on- 
going commitment to that standard in 
everything we do. 








. shaping the growing 
economic, financial and 
political power of Asia. 


The phenomenon of growth in the 
Far East is no secret. 

It is constantly discussed and analysed 
from the universities to the public media to 
corporate boardrooms throughout the world. 
Yet, it often goes unnoticed that 

Asia's economic miracle would have been 
impossible without remarkable leadership. 

с Not just political 

leadership. But leader- 
ship at every level of each 

society in the region. The people 
who are shaping the future in the countries 
of ASEAN, in Japan and Hong Kong аге 
businessmen, bankers and community leaders 
of rare quality. 

Yet leadership in the oriental world is 
. not the strident, high-profile performance we 
аге used to in the West. 
= These are subtle, sophisticated men who 
often prefer to know rather than be known. 
| In order to talk to Asia’s powerful 
decision-makers, you first have to find them. 
| Fortunately, your task is a lot easier 
than it may seem. 

Because there is one publication, and 
only one, that consistently reaches the 


largest concentration of top people in Asia. 

The Far Eastern Economic Review. 

You can compare circulations with 
other magazines but that would be misleading. 
Because while some of those publications may 
be reaching Asians at all levels, only the Review 
goes straight to the top, and only to the top. 

The Review forms a vital bond of shared 
knowledge in a region 
that is geographically 

and socially fragmented. 
So naturally, it is indispensable for 
anyone needing a consistent, reliable source of 
in-depth information on Asia. 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded 
advertisers marketing quality products and 
services. They know that in the Review their 
messages are well received throughout the 
region by the most influential group of 
leaders in business, finance and government. 

The people who control Asia’s growth. 
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96% of Review subscribers are in business, the professions or government. 
61% of those in business are presidents, chairmen or board directors. 
82% of those in government are in senior posts. - | 
68% of Review subscribers have household incomes over US$30,000 


(Source: Project Parade 81 conducted by INRA.) Data from Asian Profiles IH available on request. 


| : For further information; please contact SESE uae 
The Far Eastern Economic Review, 181-185 Gloucester Road, 7th Floor, Centre Point, Р.О. Box 160, Hong Kong. Tel: 5-734301; Telex: 62497 
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The only 747SP from Taipei to ‘Amsterdam via Dubal. 
Leaving Taipei every Tuesday at 1900 Hours, Enjoy sleeperette comfort in our first class cabin 
stopover at Dubai (0045 Hours Wednesday]. then all the wayl 

Amsterdam same day at 0740 Hours. Right in the 
heart of Europe. 







Feast on superb Chinese and Western meals. Sit back 
and enjoy free cocktails, movies and stereo 
headsets......even in Coachl 






For a bonus, you will be pampered with luxurious 
service by CAL's attentive stewardesses China Airlines offers you the only 747SP flight from 
Asia to Europe - in one direct flight. 
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СІТІ OF TOMORROW 


It connects you to a worldwide 
electronic network. 


The Citi of Tomorrow. An electronic banking net- 
work with over 2,300 Citibank offices worldwide— 
helping you speed transactions and simplify 
operations. 

Case-in-point: Orient Overseas Container Line— 
dn of the C. Y. Tung Group—pays almost a $95,000 

ee each of the 36 times a year its ships use the Suez 
Canal. Citibank's electronic network and Citibankers 
Georgia A. Mickey and Charles K. W. Kung eliminate 


costly delays at the Canal and help the Hong Kong com- 


pany transport goods to Europe. 


© 1983 Citibank, N.A. Member FDIC 
The Citi of Tomorrow and Global Electronic Banking 
are service marks of Citibank, N.A 














puram r 
It prevents standstills at the Suez Canal. 


An Orient Overseas ship must pay a fee before it 
enters the Suez Canal. If payment begins when the 
ship arrives, the ship waits at the Canal—at a daily 
cost of almost $16,000—until funds pass through cor- 
respondent banks. The other choice: begin payments 
8 to 9 days before arrival and lose the float. 

Solution: Orient Overseas electronically instructs 
Citibank New York to transfer funds to Citibank 
Port Said. Citibank then provides same-day value 
funds and the ship proceeds. 

To learn more, call an account manager. 


^ 

Fs (L. to R.) Citibanker Georgia A. 

i Mickey discusses electronic banking 
with CHING Yuk-Sing of Orient 


Overseas and Citibanker 
Charles K, W. Kung. 
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| Malaysia Grou 


— The lure of such Overseas Chinese fi- 
С nancial groups, whose business methods 
‘are little understood by outsiders but, 
whose wealth and connections are as- 
“sumed to be fabulous, has proved irresis- 
tible for Hongkong and foreign inves- 
‚ tors. But as with the archetype, Carrian, 
which has proved to be an empty shell 
"and with the (much more sound) First 
Pacific group, investors seem intent ofi 
Seeing in Marsworth. what they want to 
see rather than what is actually there. 
«| The Kwek family behind Hong Leong 
‚ Co. (Malaysia) Bhd which is to acquire 
majority ownership of Marsworth (and 
.| „тепате it Hong Leong Co.) keeps as low 
“ a profile as the Indonesian Liems who 
run First Pacific (REVIEW, Apr. 7) — 
| possibly more so. And like the Liems 
they have not indicated they have any 
| present intention of injecting domestic 
assets into their Hongkorig company. 
And while hints are being dropped that 
_Marsworth may soon be going for a 
“major acquisition “in the West" (again 
as the Liems have done), the prospects 
‘of such a deal have no direct bearing on 
the current valuation of the company. 
; What does is the net asset value of 
" HK$1.02 billion which Marsworth will 
' claim after it has acquired Dao Heng 
Bank and financial-service group Hong 
Leong Enterprises (HLE), currently 
wholly owned by Hong Leong Overseas, 
a subsidiary of the. Kweks' Malaysian 
holding company. This works out at 
HK$1.41 a share for Marsworth after its 
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heavy bonus and roe issues: A holding : 


of one Marsworth. share now, itis ar- 
gued; will qualify the holder after all 


| these transactions to 95 shares, with a 
“total net asset value of-HK$134. For this 
the holder will need to subscribe HK$76 


by way of rights, leaving a residual value 
of HK$58 in the holding. 

But Marsworth's pro forma net assets 
include a hefty HK$485 million “ 
“goodwill arising on consolidation” 
:Dao Heng Bank and a further НКЕ 
“million for Hong Leong Enterprises — 
| together representing more than half the 
total net.assets. This is enormous com“ 
pared to what other banks carry in their 
books and even to the modest HK$4.6 
million goodwill Dao Heng carries now. 

The Kweks' financial advisers, Jar- 
dine Fleming. argue that the goodwill 
item reflects the scarcity value of a bànk- 
ing. licence in Hongkong. Jardine Flem- 


ing should know'as it has been seeking a 


i banking licence itself, though it appa- 
rently has not seen fit to bid for Dao 
Heng's. Without this goodwill. item; 

which works out at 67 HK cents a share, 
- the residual value of a holding in Mars- 


' worth now is nil after allowing for the 


rights-issue obligations. 
Directly relevant to the large goodwill 


element, and the fact that Marsworth ` 


will pay a demanding 17 times forecast 
earnings (in the year to June 30) for Dao 
Heng Bank, is the bank’s recent profits 
performance. Dao Heng (one of the top 
10 banks in Hongkong now in terms of 
net assets) was taken over by the Hong 
Leong group in March 1982 from 
| Grindlays Bank. Íts pre-tax profits in the 
year to June 30 that year declined from 
HK$86 million to HK$66 million, and 
are forecast to decline further to HK$62 


| million in the current financial year. 


That reflects- either bad-loan provi- 
sions Or more prudent reserve alloca- 
tions. Either way, it does not augur well 
for writing down a whopping HK$500 
million of goodwill or bringing 
Marsworth's own prospective price- 
earnings ratio of 17.5 (on the basis of 
HK$58 for the shares now) down to the 
much more modest ratios at which other 
local banks are selling. 

e DAO Heng has traditionally been a 
consérvativé, commercial and trade- 
finance institution whose property lend- 
ing is mainly confined to home 
mortgages. Two bear points, however, 
are that 94% ofits total advances are de- 
signated in (fast-depreciating) Hong- 
kong dollars and it has a HK$40 million 


-exposure (part secured) to the troubled 


garment group, Lo's Mee Kwong. 
Parallel to Marsworth acquiring Dao 

Heng Bank and HLE (for shares plus 

HK$90 million in n cash), “Hong Leong 


- Marsworth 











“stan finance companies, and Enterpris 


‘has injected into the banking group sin 





.package of shares in existing Hong 








Overseas will f 


















ing that Yao and. 
or part of their. 
market, mino 
end up with up 





















transactions are s 
minority stake up t 
At the May I9 r 
these transaction 
approved, questions. 
arise. over the. v 
Marsworth's p 
deals. Dao Не nay 
synergistic links with the Kweks 

























does contain a trading/industrial divi- 
sion, Brisk & Kindle, which has interest- 
ing prospects in China and elsewhere. = 
But more immediate questions, such as 
why Dao Heng Bank paid out HK$ 
million in dividends in 1982 (almost 
entire distributable profit and equivalent 
to 80% of the new capital Hong Leong 























taking it over) were expected to dom 
nate the meeting. : 
@ MEANWHILE, the Kwek (or Que 
as they are often known) group in Sing 
pore has let it be known through the pre: 
that it intends seeking a stock exchan, 
listing for Hong Leong Corp., (HLC) 
which was incorporated in July 1982 а 
repository for certain assets held pre 
ously by the Queks' private holding co 
pany, Hong Leong Investment Holdings 
(Pte) (HLIH). The public will probably 
be offered around 30 million shares 
25% of the present paid-up capital. 
Potential shareholders would do well 
to look hard at the НІС prospectus 
when it comes. Shroff's inquiries in Sin- 
gapore revealed àn item as questionable 
as Marsworth's goodwill. Accounts filed 
at the public registry show that HLIH 
sold HLC some $$84.6 million (US$40.5 
million) of “assets” for cash, made up of ^ 
S$194.4 million of assets less some S$110 - 
million of liabilities. But included in the. . 
assets, along with а $$120 million ` 
































Leong companies (plus some properties) ` 
was S$58 million of "debts" owing to the 
private company. These represented 
more than 70% of the net value of assets: 
transferred. It will be interesting to see 
how such transactions are accounted 
when the company goes public; |. 



























COMPANIES/INDIA 


Challenge from without 


The weight of overseas capital worries industrial families 
and poses a hard choice for government planners 


By Salamat Ali 
New Delhi: The current takeover scare 
gripping India’s corporate sector 


(REVIEW, May 19) marks a crossroads for 
the country's industrial development. 
After 35 years of independence, marked 
by carefully planned growth in a mixed 
economy, the threat of overseas Indian 
capital poses a challenge to the status quo. 
The government faces the choice of either 
running industry itself or opting for a free 
economy. 

Although the government has still not 
shown any real awareness of India reach- 
ing this particular watershed, the more 
perceptive captains of local industry and 
commerce sense the beginning of the end 
to their hereditary control of businesses 
which they have run for years while hold- 
ing only minimal equity stakes in them. 
Their fear seems to be that, whatever the 
Official response, several of them could be 
either dispossessed or have their wings se- 
verely clipped. Naturally, the smaller a ty- 
coon's shareholding, the greater his fears. 

While the exact holdings of top indus- 
trial families in their businesses is not 
public knowledge, some independent re- 
searchers have recently come up with in- 
teresting revelations. They estimate that 
equity stakes of the top six Indian families 
— Tata, Birla, Mafatlal, J. K. Singhania, 
Thapar and Shriram — average only 3.3% 
of the aggregate capital of all the com- 
panies they control, In absolute terms, of 
the aggregate capital of around Rs 5.76 
billion (US$578.9 million) at the end of 
1981, the six families’ combined 
shareholding at face value was only worth 
Rs 192.2 million. 


114 


A key figure in the continuing takeover 
war raging on the local stock exchanges is 
Swaraj Paul, the Indian-born British citi- 
zen who has raided India’s second-largest 
company, Delhi Cloth and General Mills, 
and Escorts, which ranks 10th. In a state- 
ment issued from London on April 21, 
Paul argued that overseas Indians’. pur- 
chases of Indian companies' shares had 
rattled only those who felt threatened. 
Only in India could a company chairman, 
who did not wholly own his business, even 
dream of passing control of the company 
on to his son as an inheritance, he said. 

Yet even after thinning down their 
cumulative holdings to negligible propor- 
tions, Indian chairmen and directors con- 
tinued to regard themselves as owners. 
Stating categorically that he did not plan 
to seize any Indian company, Paul de- 
clared; “What should be decided now 
once and for all is, whether the companies 
are to benefit shareholders or those so- 
called owners who are setting them up and 
claiming their ownership with very little 
money of their own." 

In fact, the principal owner of 100 of 
India’s top private-sector companies 
seems to be the government. According to 
an independent study conducted by Prof. 
S. C. Goyal of the Indian Institute of Pub- 
lic Administration, the government either 
directly or through government-owned fi- 
nancial institutions holds somewhere be- 
tween 25% and 74% of the equity of each 
of the top 100 firms. The study concludes 
that individual families or business houses 
controlling these same companies do so 
only by courtesy of the government. 


Although it has failed to convince fully 
the scared businessmen, the government 
has repeatedly declared that it would not 
allow non-resident Indians to wrest con- 
trol of profitable local firms. Indian offi- 
cials touring abroad to lure overseas In- 
dian capital continue to stress this point. 
While giving a categorical assurance that 
there would be no withdrawal of the in- 
vestment incentives offered to overseas 
Indians, a delegation of Indian officials 
visiting Dubai told prospective Indian in- 
vestors on May 7 that they would not be 
permitted to take over existing com- 
panies. This blunt declaration was made 
despite angry protests from overseas In- 
dians that the 5% ceiling placed on their 
shareholding in Indian companies was dis- 
criminatory and thus unconstitutional. 


Ax at insinuations of covert official 
attempts to destabilise some top 
firms, Finance Minister Pranab Mukher- 
jee retorted in parliament on May 9: 
“Who can prevent me from destabilising 
these companies even today?” All the 
same, he added to the fears of several in- 
dustrialists when, still addressing his fel- 
low politicians, he added: “I am surprised 
that people who talk of democracy should 
be concerned about certain houses owning 
only 2-3% of the shares and still control- 
ling the companies." 

Families which are vulnerable because 
of their low shareholdings fear that non- 
residents may operate through Indian 
proxies to mount takeover bids, so beating 
the 5% ceiling. Among their other fears: 
» Aneventual flight abroad of local capi- 
tal and entrepreneurial skills. 

» Possible damage to existing companies 
by their present management; who might 
divert these companies' capital to smaller; 
newly formed and more closely held com- 
panies immune to any takeover bid. 

» Consequent overall industrial ineffi- 
ciency. 

» An eventual backdoor takeover of top 
Indian companies by multinationals. 

» Laundering of locally earned illicit 
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stood at Rs 205.33 bil- 
lion. The current 
year's budget provides 
Rs 9.18 billion. for re- 
pavment of principal 
and interest. Even by 
official estimates, con- 
sidered -unrealistically 
low by independent 
sources, India’s annual 
debt-servicing pay- 
ments (боша reach 
Rs 11 billion during the 
next 10 years. 

No estimates аге. 
available for the inflow 
of overseas Indian in- 
vestment during the 
current fiscal year. 
During the last fiscal 


money through Indians living overseas. 
> Arm-twisting of leading business 
houses by the government for narrow, 
partisan political purposes. 

Ironically, these disaster scenarios are 
being prepared by the same people who, 
until Paul's raid, were loudly hailing the 
investment incentives for non-residents. It 
is not generally remembered now that 
these basic incentives were provided in 
last fiscal years budget. This year's 
budget, announced in March, merely pro- 
vided clarifications, Also, local business- 
men have never raised a hue and cry over 
local takeover bids, such as the Modi 
group's successful raid on Firestone Tyres 
or Tata's bid to acquire Indian Tube. 

One reason for fearing overseas Indians 
was voiced by a spokesman of one indus- 
trial house. Declining to be identified, he 
said that non-residents had enough capital year ended March 31, 
to launch takeover bids for all India's top the new incentives at- 
companies. The extent of overseas In- | pressing for disenfranchisement of over- | tracted only Rs 700 million. It has yet to be 
dians' wealth is not known, though official | seas Indian shareholdings to protect the | seen if the clarifications added in the latest 
quarters in New Delhi estimated it at the | status quo. Their argument is that take- | budget will help matters. Overseas 
end of April at around Rs 200-900 billion. | overs by overseas interests would threaten | Indians. though welcoming the measures 

No basis for these estimates has been | the goal of building a purely Indian indus- | introduced in the past two budgets, view 
disclosed, but they have been lent some | trial capital base to rival those of the Unit- | them as halfhearted nevertheless. 
credence by overseas Indians themselves. | ed States, Western Europe and Japan. They contend that spectacular results 
For instance, C. P. Shah, the president of | However, forced to concede that India is might be achieved but only if the govern- 
the Indian Jumbo Association, a body set | now short of capital, especially foreignex- | ment offers a comprehensive package 
up to promote expatriate Indian invest- | change, they admit there is a need for at- | deal, instead of making concessions in 








Mukherjee: adding to the fears. 














ments in India, declared in Bombay atthe | tracting overseas Indian capital — but | dribs and drabs. They add that a flat tax 
end of April that the country could easily | only subject to strict safeguards. rate of 22.5% is not as big a concession as 
attract overseas Indian investment of Rs The hard-currency needs of India's | it is made out to be — this happens to be 
50 billion during the next two years. economy are emphasised by its current | the average rate on all taxable incomes in 

Threatened business houses are now | foreign debt. On December 31, 1982, it | India. 
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 COMPANIES/MALAYSIA | 


A distant Echo 


` AChinese-Malaysian publishing magnate loses his Midas 






touch — and with it, much of his political clout 


By Jeffrey Segal 

Kuala Lumpur: The board of directors of 
one of Malaysia's oldest newspapers, The 
National Echo, was due to meet here on 
-May 23 to consider what could be the final 
step in the dismantling of the short-lived 
press empire of Tan Koon Swan. Tan, 
who is among the most influential ethnic 
Chinese businessmen and politicians in 
the country, is said to be close to giving up 
his controlling interest in the Echo, an ail- 
ing English-language daily. 

He has already broken offa partnership 
with a Malay newspaper group. Utusan 
Melayu, and in recent weeks has been 
settling the final details for the sale of Shin 
Min Daily News, a Chinese newspaper. In 
a matter of months, a publishing group 
that took five. years to put together has 
been almost completely taken apart. 

Tan's emergence as Malaysia's 
foremost private newspaper proprietor 
paralleled his rapid rise in financial and 
political circles during the 1970s. He made 
his first significant business investment in 
1974, when he took over a moribund tin 
mining operation, Sungei Way Dredging, 
and began developing its property assets. 
At the time, he was still general manager 
of Genting Highlands Hotel, the forerun- 
ner of casino group Genting Bhd, which 
he had joined in 1971 after three years asa 
tax adviser with Esso Malaysia and 11 
years as a civil servant. 

In 1977, Tan left Genting to become the 
first managing director (operations) at 
Multi-Purpose Holdings, which had 
been set up two years earlier as the in- 
vestment arm of the Malaysian Chinese 
Association (MCA), the country's sec- 
ond-largest political party and an impor- 
tant component of the ruling National 
Front coalition. By then, Tan had already 
transformed Sungei Way Dredging into 
Supreme Corp., an aggressive property- 
based conglomerate of which he is also 
managing director. 

Using the same policy of quick-fire ac- 
quisitions through share exchanges, he 
took Multi-Purpose into similar areas to 
those Supreme was in — plantations, 
property and finance. Both corporations 
are now among the biggest on the Kuala 
Lumpur and Singapore stock exchanges in 
terms of market values. 

Tan's position at Multi-Purpose gave 
him a political base, too, and in the 1978 
general election he successfully contested 
the Raub parliamentary constituency for 
the MCA. A year later, he beczime chair- 
man of the powerful Kuala Lumpur 
branch of the party and won a place on the 
MCAvs central working committee. In the 
1982 election, Tan switched from Raub to 
Damansara, an opposition stronghold in 
the capital, and defeated the incumbent. 
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He made his first foray into publishing 
in November 1976, when а Penang 
businessman, Aw Hong Hooi, sold him a 
majority stake in Shin Min, a brash, 16- 
page broadsheet that had begun printing 
in Kuala Lumpur in the early 1960s. Tan 
himself holds no shares directly in the pub- 
lishing company, which is called Shin Min 
Daily News (Malaysia), but has accumu- 
lated a 68% indirect interest through eight 
different blocks held by Tan family com- 
panies, by fellow directors of Supreme, by 
his brother Loon Swan and by two other 
individuals. There are 13 other minor 
shareholders, including chairman Datuk 
Wong Tok Chai, who is adviser to the 
Chartered Bank in Malaysia and president 
of the Selangor Chinese Chamber of Com- 
merce. 

In August 1980, Tan also bought a con- 


D ENA END. “1 
Election-time in Malaysia: a political base slips away. 


trolling interest in the Echo's holding 
company, Straits Echo Press (1951), from 
Tarcisius Chin. Chin is the brother-in-law 
of Goh Cheng Teik, a deputy minister in 
the Prime Minister's Department and a 
leading member of the Penang-based 
Gerakan Party, another National Front 
group. Again, Tan's interest was broken 
into six separate but related stakes. He 
controlled 34.4?5 through family com- 
panies, Supreme and MPH group direc- 
tors and individual relatives, plus another 
19.395 through a block held directly by 
Shin Min. The next biggest shareholder is 
a cooperative run by Sabah state's Berjaya 
Party, yet another member of the Na- 
tional Front, which had bought a 10.8% 
interest. in May 1980 in a special share 
issue. Penang entrepreneur Chew Sing 
Guan has a further 5.5%, and there are 
another 22 minor investors with holdings 
of 2.1% and less. 

At the same time, Tan forged an al- 
liance with Utusan Melayu (Malaysia), 






ba. Ghafar, th Pihicf minist ger 

Malacca state and a former minister in the 
federal government, is secretary-general 
of the National Front and national vice- 
president of its leading party, the United 
Malays National Organisation. He also 
chairs Pegi Malaysia, the investment, 
group now said to be preparing a bid for 
British rubber giant Dunlop Holdings. 

Ghafar took a 15.1% stake in Straits 
Echo Press through Utusan Melayu and 
its parent company, Warta Negara Press, 
and was named chairman by Tan. Utu- 
san's executive director, Datuk Seri Hus- 
sein Noordin, took 1.7% and the Straits 
Echo Press in turn bought a 22% cross- 
interest in Warta Negara. 

The stage seemed set for Tan to expand 
the newspapers in the same way that he 
had Multi-Purpose and Supreme. He 
began investing large sums in them — 
some M$4 million (US$1.74 million) in 
the Echo alone. Both papers moved to 
larger premises, new managements were 
brought in and staff were poached from 
other Malaysian dailies with the promise 
of big salaries. Tan built up Shin Min's cir- 
culation from some 45,000 in 1977 to 
around 75,000 by 1980, taking it to second 
place behind. the тоге established 





Nanyang Siang Pau. Shin Min's profits, 
too, began to grow. 

Over at the Echo, Tan failed to regain 
the paper's 18-20,000 circulation peak of 
the early 1970s — when it was still a 
Penang-based local paper protected from 
national competition from the powerful 
New Straits Times. But he did manage to 
maintain the figures at the 8-10,000 mark 
for about two years. 


et Tan's successes. were short-lived. 

He began to come under criticism, par- 
ticularly from within the MCA, for using 
the papers as vehicles for his political 
views. Shin Min in particular is said to 
have consistently played up his speeches 
and activities, though the Echo has been 
more restrained since 1982. Both news- 
papers also began to suffer major financial 
reverses in 1981 and 1982 as the recession 
reached Malaysia and companies cut their 
advertising budgets sharply. Circulation 
figures slipped, too. Shin Min is said to 
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have recorded a big loss last year as sales 
dropped by some 5,000 copies a day, 
bringing the paper down to third place be- 
hind Nanyang Siang Pau and Sin Chew Jit 
Pao, 

The Echo's readership plummeted 
even more alarmingly, falling to as low as 
3-4,000 by the third quarter of 1982. Its 
losses mounted rapidly. In 1979, the paper 
lost M$1.8 million, and in 1980 — the last 
year audited — it was in the red by M$2.6 
million. By the end of that year its ac- 
cumulated deficit was already M$8.5 mil- 
lion, and its current liabilities stood at 
M$8.6 million — seven times greater than 
its current assets. By now, its total debts 


ONG NEW STRAITS DANS 





are said to have risen to some M$12-13 
million or more, of which only a quarter is 
secured. 

The Echo's financial position was parl- 
ous enough by July 1982 for the paper's 
bankers, Bank Bumiputra, to appoint a 
team of receivers from Ernst and Whin- 
ney. They drew up a voluntary compensa- 
tion scheme offering the Echo's creditors 
20 M cents to the dollar, and presented it 
to a creditors’ meeting that same month. 

Meanwhile, the newspaper was de- 
teriorating fast. The number of pages was 
first halved to 16, then fell to just four in 
October. One day the paper failed to 
make the streets at all. Half the reporters 


leftin A 


„and on November 11 all 
one of the remainder were summarily 
sacked. The Echo now relies on a small 
group of sub-editors to re-write copy from 
agency wire services, 

The compensation scheme has made 
some progress, though, and creditors rep- 
resenting more than 80% of the debts are 
now said to have agreed to the offer. Yet 
even to pay off 20 M cents on the dollar re-^ 
quires an injection of several million dol- 
lars which the Echo does not have and 
which Tan seems unwilling to provide. 
Several potential buyers have come for- 
ward, some offering large sums to settle 
the debts and take over the Echo's valu- 
able publishing licence. One of the names 
mentioned repeatedly has been that of Fi- 
nance Minister Tunku Razaleigh Ham- 
zah, who is known to have been ap- 
proached unsuccessfully for financial sup- 
port some years ago. 

But until recently, Tan has rebuffed all 
bids for the Echo, though he has begun to 
sell off his other newspaper interests. The 
first to go was the partnership with Utusan 
Melayu, which was dissolved in January 
1982. Ghafar was replaced as chairman of 
Straits Echo Press by Wong. ind the Utu- 
san group sold its 15.1% interest to Shin 
Min. Shin Min at the same time acquired a 
further 0.1% of Echo from two Penang in- 
dividuals, bringing Tan's total holding to 
70%. 

More recently, Tan has worked ош а re- 
structuring plan for Shin Min itself which 
reduces his indirect interest by half. His 
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Datuk Lim Kheng Kim (unrelated t 
- Teck Meng). Their proposed deal is likely — 
to be put forward to the Echo. board: on 
i Tan’ s younger ‘brother, May 23. 
ho is full-time executive di- 
' of Shin Min. Two Supreme corpo- l the sale goes ahead; it will once : again 
directors also sit on Oceanic Wind’s | revive the Echo's ties with its birthplace 
n board alongside Doeu Swan.: in Penang, where it was published for 64 
The restructuring — which involves a | years until 1975. Datuk Lim is a major 
ghts issue to boost Shin Min’s paid-up | property developer there, and also has 
ital from the present M$450,000 — is | sustantial interests in oil-palm growing. 
kely. to be completed much before | trading, quarrying and confectionery 
id of June, though a major board re- manufacturing through his latest acquisi- 

took place on March 31. Tan him- | tion, publicly quoted Chocolate Products. 
às replaced as managing director by | In addition, he has had a foothold in the 
aperman Koo Eng Guang, and Lim | newspaper industry since late 1981, when 
over as vice-chairman from minority | hé bought control of Sin Chew Jit Pao and 
areholder Loong Yoke Phin. a Penang-based sister daily, Sing Pin Jih 
‘At the Echo, Tan’s resistance to any | Pao: As well as looking for an English-lan- 







His name was present 
| meeting last July, th 
'pulled out of the biddii 
a 34% stake in Shin Min restore 
with Pegi, which was snapped in January 
last year when the Utusan Melayu. 
partnership fell through. Lim has been a | 
director and major shareholder of Pegi 
since 1980, when he sold the group his 
50.2% interest in PVC manufacturer Syn- ~ 
thetic Resins in exchan nge for 8.1 million’. 
new Pegi shares-— 16.5% of the then paid- 
up capital. 

The disposal ‘of Tan's newspaper in-. | 
terests, while ridding him df an unwanted 
financial burden, also removes an impor- 
tant platform for the man at a time when 



























confined to: the public sector, though pri- 
vate companies have also indicated iñ- 
terest in. raising. long-term rupiah funds 
‘through bond issues. Certainly, the 
amount raised, totalling about Rps 50 bil- 
lion, is quite large compared with the Rps 
98.7 billion by the 16 publicly listed 

i Табаны stockmar- 







NVESTMENT 


Thei issues at stake 


The Indonesian Government prompts the rupiah bond's 
return — but the issue соно» аге tough 
















^ Manggi Habir AE Sa ae. Зам 
jakarta: After an absence lasting almost bonds are five-year issues carrying 
wo decades; rupiah- -denominated bonds | coupons. of 15. 5%. However, ain i 
re at last making their debut on Jakarta's | 
edgling capital market. With govern- | 
ent revenue from oil exports declining, 
he monetary authorities have been en- 
ouraging state-owned companies to seek. | ing 
ff-budgetary financing through the float- - „investors. 
g of rupiah bonds, among оше, Late last year the government сате ир 
ethods. ¿with new bond regulations in a move de- 
"Early this year Jasa Marga, the govern- signed to ease the-issue and trading of 
ient-owned highway company, floated | bonds. Over-the-counter trading was al- 
Rps 23.7 billion (US$33.9 million) worth | lowed and new requirements for bond is- 
of bonds. This was closely followed by | suers were established. Interest income on 
Bapindo, the state development bank, bonds will- now only be subject to a final 
гапа PT Papan Sejahtera, thesemi-govern- | tax charge of 10% and no fiscal investiga- 
ment owned mortgage bank, which intend | tions will be made on the source of the 
to raise Rps 25 billion and Rps 6 billion re- | funds used. 
ispectively through bond issues. All these So far, the three bond issues have been 














isuing bonds to 
‘funds коп rates, 











-| tice. PT Pay htera fell short of this 
t- | requirement, for example, but apparently 
| was able to obtain a special exception 
from the Finance Ministry. 

There is also a requirement for disclo- 
sure of audited accounts to the investing 
public, while companies must possess sub- 
stantial tangible assets to pledge as collat- 
eral for the issue. This is because the gov- 
ernment had insisted that bonds issued 
must be secured against such assets. The 
monetàry authorities are believed to be 
concerned about public confidence in 
bonds — the bond market collapsed under 
the impact of prolonged hyperinflation 
when former president Sukarno was in 
power. 
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W ORDER YOURS TODAY! Only Юр“ these rules, all three bond іѕ- 


sues had limited amounts of tangible 
assets to back them up. The roads which 
Jasa Marga builds and manages are not its 
own assets, while Bapindo and Papan 
Sejahtera, both financial companies, have 
few tangible assets. The additional pledge 
of intangible assets, however, was even- 
tually deemed acceptable by the au- 
thorities. 
d The attraction of such instruments toin- 
'vestors has still to be proved. Investment 
{Яп large companies’ bonds still cannot 
compete with tax-free one-month bank 
deposits, which currently yield around 16- 
1775. Only insurance companies, pension 
funds, banks and financial institutions, 
which are subject to a corporate : income - 
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he is seen as becoming increasingly iso- 
lated within the MCA. 

In September last year, less than five 
months after his triumph at the general 
election, Tan suffered a serious setback 
when party president Lee San Choon 
over-rode his public demands for a ballot 
to decide who would take over as deputy 
president from Richard Ho, who had quit 
a month before. Lee instead appointed 
Datuk Neo Yee Pan, the Johor party boss 
and a strong rival of Tan within the MCA. 

Tan was partly compensated for his de- 
feat by being given Neo’s old position as 
one of the party’s six vice-presidents, but 
then took an even more crippling blow this 
month following the resignation of Lee. 
Neo, who is now acting as Lee’s successor, 
named Perak party chairman Datuk Mak 
Hon Kam as acting deputy president, 
again in preference to Tan, who was seen 
as the strongest contender. 

Both Neo’s and Mak's positions have to 


The Jakarta stock exchange: no rush yet. 


tax rate of 45% on their interest income 
from bank deposits, would benefit from a 
final tax charge of 10% on a bond invest- 
ment carrying an interest rate of 15.5%. 
But even these investors are cautious 
about committing themselves, owing to 
their uncertainty over how active the sec- 
ondary bond market will prove to be. 
Some feel the government might recon- 
sider the tax-free rule on bank time depo- 
sits for major corporations. Others, how- 
ever, point out that discussions on this 
have been proceeding for some time and 
do not expect any changes soon. 

The first two bond issues were unfortu- 
nately timed. The rupiah was steadily 
weakening against the US dollar and, in 
the absence of exchange controls, many 
investors opted to convert their rupiah 
funds into US dollar deposits. But, with 
the help of government insurance com- 
panies and pension funds, Jasa Marga 
bonds were over-subscribed. The out- 
come of the Bapindo issue, underwritten 
by Bapindo itself, is not certain. The de- 
valuation of the rupiah has partially re- 
stored the public's confidence in the cur- 
rency. Still, it remains to be seen how in- 
vestors will take to the Papan Sejahtera 
issue, on offer to the public until the end of 
May. 
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be confirmed in the triennial party elec- 
tions due by October 1984, when Tan is 
thought likely to make what could be his 
final bid for power within the MCA. His 
chances of success are considered slim, 
especially since losing recently the back- 
ing of Selangor party boss Lee Kim Sai. 

Tan's other main business interests — 
which Neo believes he should give up in 
favour of fulltime politics if he is to remain 
a force within the party — have also been 
coming under pressure recently. Multi- 
Purpose saw its pre-tax profits dip from 
M$24.1 million in 1981 to M$21.9 million 
last year, its first reversal since its forma- 
tion. 

At Supreme Corp., gross earnings did 
increase by M$1.9 million to M$12.1 mil- 
lion in the 12 months to June 30, 1982, but 
fell embarrassingly short of the M$23 mil- 
lion forecast earlier. In July-December 
1982, Supreme's pre-tax income edged up 
only M$400,000 to М$5.9 million. 





Meanwhile, the expected rush to the 
equity market by foreign investment com- 
panies, which are expected to go public in 
order to meet their ownership-divestiture 
requirements, has still not occurred. 
There are currently some 700 such com- 
panies, of which a large number are ex- 
pected to divest part of their ownership to 
Indonesian entities through the stockmar- 
ket. So far, however, only 13 companies 
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are pursuing this course. Preparations to 
go public are costly and time consuming. 

Then there is the problem of expensive 
dividend payments. With little room for 
speculation in the market, brought about 
by the governments preoccupation with 
protecting investors, investor interest is 
focused almost entirely on dividend in- 
come. Listed companies are expected to 
offer dividends yielding about the same as 
a bank time deposit. 

Going public is only one option availa- 
ble to foreign investment companies to 
meet their divestiture requirements. 
Another is a private placement. In this 
case, aside from the problem of finding a 
suitable local partner, there is also the 
problem of potential loss of control. This 
can be overcome to some extent if the 
foreign partner is willing to finance the 
local partner’s purchase of shares, though 
this can often create legal problems later. 
Non-bank financial institutions which are 
considered local entities can also hold 
shares for a maximum of five years. 

Another option isto simply wait and see 
how the government reacts. This may be 
rather risky but then with some 700.com- 
panies in the same position at least there 
may be safety in numbers 
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Me give you Asia, 
minus the mystery, 
minus the 


myth: 


Ea = Asia 1983 Yearbook 





` Asia houses over half of mankind. Every day events are 

` happening here that not only shape Asia's future but af- 
` fect the entire world. Asia 1983 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 


... executive or scholar or anyone who has dealings with 


Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 


` Of Asia at your fingertips as does the Asia Yearbook. 


— Now In Its 24th Edition 
. The Asia 1983 Yearbook, celebrating its 24th anniver- 
sary, is bigger and more comprehensive than ever be- 


Be fore. Matching the rapid pace of Asian development, we 


have gone into greater detail, with deeper insight, to pro- 


_ duce a book that no person who has any dealings with 


Asia can afford to ignore. 


Features 
The Asia 1983 Yearbook includes two new chapters in 
. the Special Section, namely ASEAN and Fishing. You 
. will find familiar chapters and features as well: a Re- 
gional Round-up, The Power Game, Population & Food, 
. World Bank and Asian Development Bank, Asian Fi- 
nance, Asian Investment, Energy, Commodities, Avia- 
tion, Shipping, Trade & Aid, West Asia, Islam, South 
Pacific and Asian Organisations. 
_ The main body of the book contains chapters on 32 
- countries. Each is divided into 3 sections: political and 
Social, foreign relations, economy and infrastructure 
ranging from Afghanistan through China, to Korea and 
Japan, down through the Philippines to Australia and 
New Zealand, and then back to Pakistan via India, In- 
donesia, Singapore arid Malaysia. 
As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country: Analysis 

Each country is discusssed with up-to-date reviews on its 
Politics and Social Aff'airs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from Market Poten- 
tial and Population Trends to Foreign Aid Involvements 


and Social and Cultural Landmarks. Each section has _ 
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also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the REVIEW'S cor- 
respondents provide on-the-spot reports from every 
major Asian capital. From Islamabad to Tokyo, Peking 
to Canberra. And virtually every area of interest 
throughout Asia. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 24 years) to keep the Asia Yearbook pertinent. 
To give you Asia, minus the mystery. Minus the myth. To 
give you Asia as only the Far Eastern Economic Review 
can. 
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: | the second 
half of 1982 sawa ected decline in 
, demand for electronics e And, 
~ though improve 




























resulted f lines of 67% (to 
A$7.2 million) in its savings-bank sub- 
Sidiary and 7% (to A$39.4 million) in its 
finance-company operations. Trading- 
bank profits rose a marginal 3.5% to 
A$47 million. 
During the period, gross income rose 
19% to A$2.33 billion, from A$1.95 bil- 
lion. Tax charges fell 30% to A$74.7 mil- 
lion while interest expenses rose to 
'/ A$1.33 billion, well up from the previ- 
ous A$1.08 billion. An unchanged in- 
terim dividend of 12. A cents a share has 
been declared. — BRIAN ROBINS 


ANZ affiliate up 


“ANZ Bank. of Australia's finance-com- 
“pany. affiliate, Esanda Ltd, boosted its 
net profit by 11% to A$21.1 million 
.(US$18.3 million) in the six months to 
‘March 31, following а 17% increase in 
‘gross revenue to A$218.9 million. Dup- 
licating similar moves by other finance 
“groups, Esanda directors raised the pro- 
| vision for bad debts by A$3 million to 
| A$13 million. The tax bill rose.to A$17.6 
million (previously A$16.6 million). The 
company reported higher hire-purchase 
| ending, and lower property and vehicle 

: lendings. — A CORRESPONDENT 


| HK trading firm slows 


5,Hongkong-based trading and property 
.group Lt and Fung, which also has sub- 
joint ventures and associates in 
Asian countries, has reported 
: ; consolidated net profit of 
K$10.5 million (US$1.5 million) for 
he year ended Dec. 31, 1982, down 27% 
om the 1981 figure of HK$14.3 million. 
to HK$544 million, up 
Жог previous year's HK$449 
ilion Operating profit was down 28% 
¢$12.2 million. The company said 







































| while, a new product, the Triemco 2000 


‘domestic political uncertainty helped 


_cents a share, for a full-year payout of 15 


| flecting management rationalisation and 
- inventory cutbacks, Tongkah Harbour's 





a slight increase in turnover; most fac- 
tories ran at less than full capacity. Stat- 
ing that he was confident that the worst 
of recession was now over, Ач said the 
group's considerable production capa- 
city should result in a significant im- 
provement in earnings in 1983. Mean- 


(a proclaimed. innovatory. telephone - 
unit), would be produced in Hongkong 
from. August this year following an 
agreement concluded in November 1982 
with Triple M Corp., a subsidiary of In- 
ternational Communication Technology |. 
Holdings SA of Luxembourg. Directors 
recommended a final dividend of 6 HK 
cents, making a total distribution for the 
year of 9 cents. — CHRISTOPHER WOOD 





results from its initiatives in new joint 
ventures and investments were satisfac- 
tory, but worldwide recession and | 


pull profits down. Directors have recom- 
mended an unchanged dividend of 9 HK 


cents. — A CORRESPONDENT 


Caught by the tin slump 
Tongkah Harbour and Aokam Thai — 
two Thai-Malaysian joint-venture com- 
panies engaged in tin dredging in south 
Thailand which are listed on the 
Bangkok stock exchange — recorded 
lower earnings during the first quarter of 
this year as a result of the prolonged 
slump in world tin prices. Net profits for 
the three-month period ended in March 
were Baht 1.3 million (US$55,600) and 
Baht 5.9 million respectively, down from 
Baht 7.7 million and Baht 12.1 million 
respectively in the corresponding period 
in 1982. 

Production declined marginally. Re- 





1982 


ventories. 


assets dropped from Baht 169 million to 
Baht 155 million while those of Aokam 
Thai went down from Baht 276 million to 
Baht 257 million over the same period. 
— PAISAL SRICHARATCHANYA 


Forest profits felled 


Net profit at NZ Forest Products 
plunged by 24% to NZ$46.8 million 
(US$31.2 million) in the year to March 
31, with most of the drop incurred in the 
second half. The company blamed lower 
export sales and reduced domestic de- 
mand for the poor performance, which 
was largely expected by stockmarket in- 
vestors. Pre-tax profit was down by 42% 
but a tax credit of NZ$8.2 million helped 
boost the final figure. 

Directors have recommended an un- 
changed dividend of 14 NZ cents to be 
paid on a one-for-10 bonus issue which 
the company plans to make, provided 
the government-imposed freeze. on pay- 
outs is lifted a: оп June 22. 








ing's tailin 


Freight Lines, which ope 
North Atlantic. The cor 


spite the poor pro 
vidend of 3 A cents a 
quarter has been declared, - 

payout in the present баспа! year to 
— BRIAN ROBIN 


Pepsi bottler rebounds 


Serm Suk, Thai franchisee. of PepsiC 
of the United States.. has reported a ne 
profit of Baht 3.9 million (US$170,000 
for 1982, a turnaround from a loss of 
Baht 133 million in 1081. The improve 
is attributed to 
rationalisation of ope rations. Sales re- 
mained roughly unchainged at Baht 1. 
billion but. total asseits dropped. from 
| Baht 842 million to Bah t 748 million over 
the same period, reflecting reduced i in 





cents a share. 









performance 








— PAISAL SRICHARATCHANYA à 
Debts hit CDCP unit 
CDCP Mining Corp., 
ducing subsidiary of heavily indebted 
Construction and Develo pment Corp. o 
the Philippines, widenec its net loss i 
1982 to P299.6. million’ (US$30.3 mi 
һоп) from. P201.3 million in 1981. In 
terest and financing charg es alone of | 
equally highly leveraged’. minin 
amounted to P133.8 million or almo 
half of the 1982 loss. Witiy the deteriora- 
tion in operational results., СРСР Min- 
ing ended the year with a negative п 
worth of P178.2 million in contrast to 
net worth of P314.7 million at the endo 
1981. In what could heralcl a new re- 
venue source, however, it signed а 10- 
year contract to supply py rite:s to Philip- 
pine Phosphatic Fertiliser Corp. whos 
project is nearing completion. 1 
been estimated that there аге 
332,000 tonnes pyrites 


the copper-pro- 














Os ‘Aslan stockmarkets ended weaker i in the petioli to May 16 аве corrections that fol- 
owed recent. gains. Taipei, which has suffered sharp declines in past weeks, recovered 
trongly towards the period’s end on news of increased exports. Tokyo, Seoul, Singapore and 

stralia all bowed under the weight of corrections. Improving metals prices helped stocks in 
Aanila while Hongkong continued to drift lower др lack of interest. 


+ The market opened lower but recovered 
towards the end. Analysts. said investors 
ing to news that exports in April were up 
the same month in 1982, reversing the downward 
rend of shipments i in the first quarter. Cement and 
struction, issues showecl the biggest gains. The 
yeighted index was up 2% at its-close of 688.12 
while average volume fell Бу 25% to NT$1.49 

Шоп (US$37.2 million). ” 


TOKYO: The market un ошен a.consolidation 
er a sustained rise that took the Nikkei-Dow Jones 
verage to record levels. Long margin positions ón 
blue chips came due, contributing to price weakness. 
Some uneasiness about corporate results was aggra- 
ated by a wavering on Wall Street, Small issues also 
generally slipped while sore mining shares gained. 
ie. Nikkei-Dow Jones Average fell to 8,591.79, 
down 128 points on the period. Turnover was slug- 


EOUL: A sudden shortage of-liquidity sent the 
ockmarket sharply down during the period, ending 
‘un of the-past few weeks. Investors held off 

buying. concerned by the government newly an- 
nounced policy to restrict the money-supply rise to 
5% by the end of the year. Analyst 
arket was reacting to overheated trading of the past 


few weeks. The composite index dropped 10.48: 


points, marking one of the steepest falls in years, to. 
close at 123.98.: Avera ge: daily. volume. declined to 
12.3 million shares, Bhue chips such as vehicle, elec- 
tronics, machinery, an d construction shares. all fell 

ramatically, with mot.ors recording the steepest fall 
Of 32.31 points on the sectoral index. 


MANILA: Mine issu zs traded both here and abroad 

ained popularity on t:he back of stronger copper and 
gold prices and favourable individual factors. Mar- 
copper joined Atlas in making:a à tirst-quarter earn- 
‹ ings turnaround. Benguet resumed: cash-dividend 
payments and Marir iduque was rumoured to be get- 
ting further governn ient assistance via conversion of 
past-due royalty pa yments into equity. The bright 
mood spread later t 5 benefit even small gold produc- 
ers. Turnover. tota lled 356.6 million shares worth 
P50.9 million (L/S$5.09 million);; aided by a 
negotiated dealin Family Bank preferred shares val- 


sued at P10.4 million, and a block.sale in Benguet ' 


common shares wo rth P600,750. Commercial-indus- 


. trials were mostly clown as buying shifted to-mines..- 


Oil issues moved irregularly higher in sluggish trad- 


Fraser's Industrial Index to its d 1 / : 

for a loss of 1.8 2275. The market icd to be fol- 
lowing Wall Str eet and brokers putthe losses down to 
profit-taking and technical correction. Turnover was 
sluggish, averaging 17.8 million shares a a d: com- 


Holdings. Na tional Tron and Dunlop E; 
among the ga iners, while Malayan Ba 


| AUSTRALIA: after 


said the 








and Neave, Inchcape, Cold 5тогаре and Cycle and 
Carriage dropped. 


KUALA LUMPUR: liispired we recent over-sub- 


scriptions of public issues and the heavy interest 
shown in new. property listing Pelangi, the market 
registered strong early gains. 
Index advanced 74.32 points to 3,532.42 on the open- 
ing day, but profit-taking later saw it fall back slightly 


to 3,526.39 and turnover eased as market sentiment : 


tightened. The five-day total was 12% down at 58.4 
million units. Joint volume leaders, on 2.5 million 
shares each, were speculative. Taiping Textiles and 
Pelangi A, which added 3.M cents (1.3 US cents) 
from its May 10 opening price of M$2.44. r 


ing their highest МЕР іп 
20 months, share prices retreated, with further falls 


expected ahead of a mini-budget due on May 19. The ~ 
Australian All-Ordinaries Index closed at a high- 


619.4 points on May 12. only to slide beginning the 


following day, and to close the period at 603.9 points, ^ | 
still up by 1.3% from the previous.period. Strong. | 


overseas buying support, the prime engine for the 
previous big increase, has disappeared. So Have local 
fund managers who werte earlier tempted to enter the 
market. The Labor government's mini-budget ís ex- 
pected to see a number of expenditure cutbacks — 
expected to keep share prices under further pressure 
over the next week. 


NEW ZEALAND: Prices eased during the Spin 


led by Fletcher Challenge which. is experiencing a 


¿prolonged industrial. dispute аі its Tasman paper 


mill. Buyers, though evident, were still holding off as 
company results are reported. NZ Forest Products 
has traded up, now that.the market is apprised of its 


| profit decline. The government's Kiwi Savings Stock `| ` 
continues to draw large amounts of liquidity from the || 


New Zealand economy. However, it is expected 
that this issue will not remain on offer for much 
longer. 


| HONGKONG: The seemingly inexorable slide con- 


tinued as the Hang Seng Index fell 24.82 points, or 
2.6%, in the period to close at 942.82. Average daily 
turnover remained depressed at HK$99 million 
(US$14 million). Increasingly idle brokers said there 
remained a marked lack of genuine. buying interest 
save for a few special situations. Sentiment was not 
helped by a renewed decline in the Hongkong dollar. 
The market is now being underpinned, probably toa 
greater extent than.ever before, by overseas institu- 
tional money. 


BANGKOK: Share prices retreated as.the market 
underwent a correction that went on for four days 
from May 9, but rose sharply-in moderately. active 
trading on the period's final session. Formation of 
the new cabinet was expected to inject renewed con- 


fidence inthe market. As investors stayed on the 
_ | sidelines, daily turnov 


averaged Baht 47.3 million’ 
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A volatile world demands 
sophisticated foreign exchange deal ү] 
GBowmovides it 
сый ie - 
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As fluctuating exchange rates put new ' special advantages for companies dealing in 
pressure on corporate profitability, changing Saudi Riyals, KD's and other Arab currencies. 
patterns of trade are underlining the need for GIB’s dealing network, operating round the 
specialist expertise in the currencies of the Arab clock from offices in Bahrain, London, New York 
countries. and Singapore, is just one of acomprehensive 

This is the situation behind the emergence of range of commercial and merchant banking 
GIB as a major dealing force in the world-wide services through which GIB provides solutions – 
foreign exchange markets — with some very i whatever the problem. 


Gulf International Bank B.S.C. 


Bahrain: Al-Dowali Building, King Faisal Highway, P.O. Box 1017, Manama, Bahrain 
London: 2-6 Cannon Street, London EC4M 6XP 
New York: 499 Park Avenue, New York, NY 10022 
Singapore: Unit 1101-1106, Shell Tower, 50 Raffles Place, Singapore 0104 
Cayman: c/o 499 Park Avenue, New York, NY 10022 


GXB-T| he Snternational Bank of the Seven Gulf States 





PHILIPPINE PLAZA 
AT 40% OFF! 


The Midyear Bonus is Back! 
June 1-September 30, 1983 


The Philippine Plaza brings back 
the Midyear Bonus, now on its 
4th fantastic year! 40% off on 
published room rates! 


A one-of-a-kind offer from the 
one-of-a-kind hotel. Come, share 
in this great Westin tradition. 


© 


WESTIN HOTELS 
Philippine Plaza 
Manila’s only seaside resort. 


* Subject to availability. Not applicable to previously 
confirmed group rates. 
For reservations, call your Travel Agent, 
the Westin Hotel in your city or Philippine Plaza 
832-0701. Cable: PHILPLAZA. Telex: 40443 
FILPLAZA. 


“Philippine Plaza's Midyear Bonus has me back again!" 








WWF Kojo Tanaka / BCL 


SEBE 
Giant Panda 
needs your help 
to survive 


О every eighty to a hundred years the 
bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 


Switzerland. 
е, 
WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather 


KONE 


hat is the secret behind the suc- 

sful design, management and de- 

ry of massive turn-key projects? 
lvanced technology is, of course, 


We had to build and install 
a complete crushing and screening 
plants and supply most of the con- 
centrator equipment for this proj- 
prerequisite, but the business give ect. By August, 1982, the first 
ow-how and resources of the copper concentrate was 
pplier are equally important. produced 
e, for example, the Amacan 

bpper Mine on the island 

ndanao, the Philippines, with 

deposits of 100 million tons 


And there are many other ways 
ore. When KONE arrived at the 


in which КОМЕ superio 
in 1979, there was nothing but 


or tech- 


nology, reliable business know- 
how, and quality products can 
те give you more 
Find out how you can benefit from 
bpical rain forest which thrived on 
torrential rains, steaming heat 
d occasional typhoons. 


KONE expertise. Write to our 
president, Pekka Herlin, at compar 


ү 
headquarters, or contact 


your nearest KONE 


representative 


rover: US $600 million 
yees 
worldwide 
ction plants, subsidiaries 
ventures and agents 











Why тоге а 


are looking to F 


Rolls-Royce powered 757 airliners 
entered service early this year. And have been 
carrying more and more passengers every day 
ever since. With airlines in America and Europe. 

And using less fuel per passenger than 
any other airliner = thanks to Boeing's design 


and Rolls-Royce 535 engines. 

Even greater efficiency lies ahead with 
more advanced 535 engine. This enters serw 
in 1984 and will reduce 757 fuel consumptic 
by a further 10%. 

The 535 combines the latest engine 





i more people 
115-Коүусе 535s 


:hnology with features proved in many years Pumping oil and gas. Generating 
RB21l service in Boeing 747 and Lockheed electricity and powering the ships 
Star airliners. of 25 navies. 

This is the kind of advanced engineering 
lich keeps Rolls-Royce ahead. Powering ROLLS-ROYCE LIMITED 
mmercial and military aircraft worldwide. 65 BUCKINGHAM GATE, LONDON SWIE 6AT. 


STAYING AHEAD IN THE RACE TO TOMORROW. 











LETTER FROM BACOLOD 


В: City, the capital of the Philip- 
pine province of Negros Occidental, 
has a short and bitter-sweet history. Its 
population has only grown from 9,000 in 
1845 to its current level of 300,000 be- 
cause of one crop that dominates Negros 
island’s economy — sugar. Appropriate- 
ly enough, Bacolod, the sugar capital 
of the Philippines, also has a history of 
revolutionary ferment. 

Back in 1845 the tiny port of Bacolod 
was a backwater in the central part of the 
Visayan islands, even though Negros 
is the nation’s third-largest island. 
Negros Occidental (Western) was ad- 
ministered by the military authorities in 
Iloilo on the adjacent island of Panay. 
The island’s eastern province, Negros 
Oriental, was under the control of Cebu. 
Negros was consequently divided not 
only by a mountain range but by dialect 
— and even today about 85% of the is- 
landers speak Illongo, with the remain- 
der using Cebuano. 

Negros might have remained as 
underdeveloped as other big Philippine 
islands if the Spanish colonial authorities 
had not opened Iloilo to foreign trade in 
1855. Sugar had been grown in Panay is- 
land from the earliest times, when it was 
imported from the Celebes. It was com- 
fortably exploited by Spanish and 
mixed-blood plantation owners. Then 
along came lIloilo's first British vice-con- 
sul, Nicholas Loney, a  one-man 
whirlwind of entrepreneurial and techni- 
cal innovation. 

Loney visited Negros, saw its unde- 
veloped, wide-open spaces and encour- 
aged the Panay elite to migrate and plant 
sugar cane. They needed little encour- 
agement, according to local historian 
Demy Sonza, for Chinese business in- 
terests had taken over the Visayan is- 
lands' traditional textile industries. 
Panay's excess labour flocked across 
the narrow Guimaras Strait to Negros 
in what Sonza calls a "sugar rush." 
The population of Negros grew 
threefold by 1870, and the sugar 
kings became a major political 
force. 

In 1898 two of their scions were re- 
volutionary generals leading forces 
against the Spanish colonial au- 
thorities trapped in Bacolod's City 
Plaza mansions. The one-day revolu- 
tion led to a Spanish surrender and 
the establishment of a "provisional 
revolutionary government of Negros 
Occidental," which liberated Negros 
Oriental the same month, to form an 
autonomous federal republic of Neg- 
ros, with one of the generals as its 
president. 

Modesto Sa-Onoy, the journalist- 
president of Bacolod's Visayan Daily 
Star, describes the event as “a revolu- 
tion of the elite." But he points out 
that the plantation owners did or- 
ganise what was "probably the first 
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democratic election in Asia." That was 
in December 1898. Bacolod's popularly 
elected congress of deputies, with a con- 
stitution based on the French model, 
chose the first Negros congress presi- 
dent, Jose R. de Luzuriaga, and negotia- 
tions were begun with the American 
military forces. Negros sought a status as 
an autonomous protectorate. 

Instead, according to a wryly smiling 
Sa-Onoy, "the Americans persuaded 
Negros to federate with the Philippines, 
and the chamber of deputies dissolved it- 
self on April 30, 1901." The Americans 
had already occupied Bacolod since 
March 1899, The sweetener had, of 
course, been sugar — the Americans 
promised Negros an export market. It 
did not materialise to a significant extent 
until 1911. From then until 1934, sugar 
brought boom times to Negros, which 
was accounting for 70% of the country's 
sugar production. 

Then a lobby of strangely allied in- 
terests (American plantation owners 
and unions, together with Filipino 
nationalists) parlayed an import quota 
system — the quid pro quo being the 
semi-independence of the Philippine 
commonwealth. But commonwealth 
status did not hurt the sugar barons' 
power — they gained new political influ- 
ence. 


ven during the Japanese occupa- 

tion of the Philippines, Negros main- 
tained its image of independent-minded- 
ness. The government-in-exile іп 
Washington approved the official forma- 
tion of the free civil government of 
Negros and  Siquijor islands in 
November 1942, confirming the de facto 
guerilla government Negros had formed 
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three months earlier. The then Bacolod 
City mayor became the free govern- 
ment's island governor, issuing an 
emergency currency to finance the resis- 
tance movement’s guerilla economy. 

Today Bacolod City is more peaceful, 
less self-assertive, on the surface. The 
combination of martial law, the decline 
in world sugar prices since the boom 
years of the mid-70s, and the govern- 
ment takeover of sugar exporting have 
all weakened the sugar barons' power 
and Negros' political clout. The island 
now produces only about 50% of the na- 
tion's sugar output. 

Diversification out of a one-crop 
economy has become even more crucial. 
The Victorias Milling Company (Vic- 
mico) one of the 15 sugar “centrals” or 
mills on Negros, had seen the writing on 
the wall many years ago. Founded in 
1919, it developed into the world's 
largest integrated raw and refined sugar 
operation. Its agro-industrial complex at 
Victorias, 35 kms outside Bacolod City, 
is an eye-opening phenomenon. It is a 
mini-state with 19,000 inhabitants, 350 
kms of railroad tracks (the nation's sec- 
ond largest rail system), and a pater- 
nalistic social system (free housing, 
schooling and medical care) — in the 
middle of a sugar-caned nowhere-land. 
One of its vice-presidents, Fortunato 
Basila, stresses that diversification is es- 
sential if the company is to maintain its 
annual turnover (more than P500 mil- 
lion — US$50 million) and employees' 
benefits package (worth twice the na- 
tional minimum wage). So Vicmico 
has led Negros into engineering, can- 
ning, vermiculture, management 
consultancy and fibreglass produc- 
tion. 

Political realities also encourage 
such forward-looking approaches. 
For Negros is still "revolutionary." 
The Roman Catholic Church's out- 
reaching "Christian communities" 
have politicised the island's agricul- 
tural workers. The Pope visited 
Bacolod City during his February 
1981 Philippine tour, and addressed 
Bacolenos from the 110-year-old San 
Sebastian Cathedral. According to 
Sa-Onoy, the papal message dis- 
turbed the sugar barons. “The church 
must make a preference, and the pre- 
ference must be for the poor," is not 
their preferred gospel. 

Bacolod is now facing up to the fact 
that the bitter pills of political and 
economic reality cannot be effec- 
tively sugar coated for much longer. 
The church and Vicmico are both of- 
fering new products to a one-crop 
economy. — BARRY GIRLING 








MAY 26, 1983 e FAR EASTERN ECONOMIC REVIEW 





Looking to the future 


Mary Lee's article 
on Hongkong's fu- 
ture [REVIEW, May 
5] presented a very 

Q^ interesting array of 
A AN facts. I would, how- 

ever, have marshal- 
led them along different analytical lines. 
The starting point would be the Beijing 
Review article which quoted China’s offi- 
cial Xinhua newsagency on April 19 as list- 
ing modernisation, the return of Taiwan 
and the recovery of Hongkong as “three 
major tasks — the fulfilment of which will 
make it possible for China to step into the 
21st century as a modernised and fully 
socialist nation.” 

The next step would be to identify the 
very real constraints on China’s ability to 
achieve the goal of becoming a moder- 
nised and fully socialist nation by the 21st 
century. To start with, the attainment of 
“full socialism” would tend to militate 
against the achievement of modernisa- 
tion. Full socialism is, after all, involved 
with lofty ideals which tend to put pros- 
perity low down the list of priorities, 
whereas modernisation actively depends 
on the generation of prosperity through 
heavy investment, itself heavily depen- 
dent upon the generation of foreign cur- 
rency reserves for financing purposes. 

Hongkong and Taiwan are clearly 
economically the most successful ter- 
ritories in Peking’s definition of China. 
This success has been founded upon their 
adherence to capitalism, which puts the 
pursuit of prosperity at or near the summit 
of their rules of conduct. Despite their dif- 
ferent ideology, their absorption by China 
at minimal cost to their prosperity must 
logically be a very important objective of 
China’s modernisation programme. 

China has presumably derived no direct 
financial benefit from Taiwan’s economic 






success, so far. However, a successful po- | 


litical rapprochement between China and 
Taiwan would soon deal with this pro- 
blem, because, in the aftermath, trade be- 
tween the two territories would undoub- 
tedly build up to their mutual advantage. 
Hongkong is already an extremely impor- 
tant source of foreign exchange for China. 
Liao Chengzhi, the vice-chairman of the 
National People’s Congress and head of 
China’s Hongkong-Macau office, has put 
the figure as high as US$6 billion, equiva- 
lent to a third of China's total annual 
foreign-exchange earnings. The Chinese 
Government is well aware that a collapse 


of confidence in Hongkong would jeopar- | 


dise most and possibly all of these earn- 
ings, and would immediately retard 
China's modernisation programme. 

Also, should China permit Hongkong's 
confidence in its future to collapse, 
Taiwan, uneasy at present, would become 
thoroughly frightened. The danger would 
thus mount that it would be forced to 
throw in its hand with the Soviets, at least 
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This vivid painting which has its origins là the 


enchanting island of Bali is a typical scene from Indonesia's 


rich and dramatic folklore. It shows the simple generosity 
which is so much a part of the Indonesian tradition. In 
Indonesia such warmth comes easily. It comes straight 
from the heart — which is what makes it unique. 

Today at the Sari Pacific Jakarta this tradition is 
alive. You'll see it in the many little things we do to make 
you more comfortable. 

The little things that make 
the difference mere 
service and service that comes 
straight from the heart. 

It’s what makes 
the Sari Pacific Jakarta, 
the hotel with heart. 


Sari Pacific Jakarta 
The hotel with heart 


Jalan М.Н. Thamrin, P.O. Box 3138, 

Jakarta, Indonesia. Telephone: 323707. 

Cable: HOTLSARIPACIFIC. Telex: 44514 HTLSARI IA. 
British Airways Associate Hotel. KLM % Golden Tulip Worldwide Hotel. 







r 


For reservations contact: any Pan Pacific Hotel office or telephone: Tokyo 
03-2 14-3001, Hong Kong 5-230824, Singapore 2500642 or Sydney 231-1125. 
Or offices of major airlines. 


Other Pan Pacific Hotels are Hawaiian t, Le Lagon, Seoul Tokyu, 
Kyongju Т. Indra Regent, Royal Cliff Beach and Sonargaon. 
Operated by Tokyu Hotels International. 
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to the extent of buying their weaponry and 
possibly allowing them to site military in- 
stallations in Taiwan. That would be a par- 
ticularly disastrous setback both for China 
and the West. China would be surrounded 
by Soviet bases and the Soviet threat to 
Japan’s sea-lanes would also intensify. 
Those who regard this scenario as fanciful 
should pause to consider that the demands 
of Realpolitik encouraged Hitler's Ger- 
many and the Soviet Union to swallow 
their mutual aversion sufficiently to in- 
dulge in a non-aggression pact. 

It would presumably be ideal from 
China's point of view to take over Hong- 
kong as quickly as possible and then to 
prove to Taiwan that it can maintain confi- 
dence and prosperity in the territory by 
running it along lines virtually identical to 
those proposed by Ye Jianying for Taiwan 
in September 1981. 

The problem is that the social, political 
and economic divisions between Hong- 
kong and China also run deep. Most of 
Hongkong's population are either re- 
fugees from China or their descendants. 
The speed of Hongkong's industrialisa- 
tion also owes much to the flight of capital 
and expertise from the destruction of 
capitalism in Shanghai, prior to and fol- 
lowing the communist victory. Moreover, 
the original pronouncements by the vic- 
tors, that the capitalist structure would be 
allowed to continue as before in Shanghai, 
have not been forgotten in Hongkong. 

That China recognises both the exis- 
tence of this problem and the need for 








time to resolve it is evident from its recog- 
nition of the historical significance of 1997 
— albeit not its legal validity. The longer 
the eventual period of transition decided 
upon. clearly the greater will be the scope 
for reunification with a confident and 
prosperous. Hongkong. However, the 
longer this reunification takes, the longer 
will China take to prove that Hongkong 
can remain prosperous without the British 
acting as buffer. 

The dilemma from the British point of 
view is that should they conclude that the 
14-vear period ending in June 1997 would 
be too short for the local populace to make 
the necessary psychological adjustments, 
they should logically expect Hongkong's 
economy to collapse in anticipation of the 
Chinese takeover. Given that Hongkong 
would, as a result, become increasingly 
ungovernable, China would run the risk of 
an abrupt British withdrawal, which 
would create anarchy. 

On the one hand, therefore, China can 
turn Hongkong into an attractive lure with 
which to persuade Taiwan to agree to 
reunification, and then to use the prosper- 
ity of both these territories to hasten its 
own modernisation. On the other hand, 
China can by its actions devastate Hong- 
kong's economy and drive Taiwan into 
adopting whatever political expedients it 
feels are necessary to protect itself from 
absorption (up to and including the deve- 
lopment of a relationship with Moscow). 
In this scenario, China's modernisation 
would probably be quite severely re- 





tarded, with incalculable implications for 
its own political stability. 

All things considered, I personally re- 
main hopeful about a satisfactory out- 
come, and that the present uncertainty 
will feature in the history books merely as 
a period of in-flight turbulence in Hong- 
kong's progress since its formation in 1842 
— rather like the Cultural Revolution, the 
Korean War (when the US embargo on 
trade with China severely affected Hong- 
kong), World War II and so on. Of one 
thing I am certain: should Hongkong be 
allowed to collapse, the citizenry of Hong- 
kong will not be the only ones to suffer. 


W.K. E. LAMOND 
Research Director 


Hongkong W. I. Carr Sons and Co 





After two decades 
<a of gradual diploma- 

>» tic progress, China 
a9 has suffered several 
setbacks recently. 
The United States 
has continued to 


«S 
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supply large vuantities of arms to Taiwan, 
granted political asylum to Chinese tennis- 
player Hu Na and refused to sell China 
high technology. Besides selling Taiwan 
two submarines, the Netherlands has ex- 


changed airline landing rights with 
Taiwan. 

As Chinese interactions with the out- 
side world have increased, China’s mysti- 
cal appeal and potential appear to have 


declined. China's economic weaknesses 
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have become more apparent, while its in- 
ability to substantiate its repeated warnings 
over the Taiwan issue has hurt its pre- 
stige. Indeed, with a trade volume still 
smaller than Taiwan's how could China 
supplant Taiwan's business relationships? 

The facts are: economic objectives can- 
not be realized with slogans alone; coope- 
ration with other impoverished Third 
World countries does not generate new 
lifeblood; the relatively affluent but scep- 
tical Taiwan has consistently rejected all 
Chinese overtures. Therefore, both to de- 
velop world influence and to convince a 
new generation of Taiwanese, China 
might benefit from reassessing the effec- 
tiveness of its demagogic pursuance of 
nominal sovereignty. Few people ques- 
tion China’s goal of reuniting the nation, 
but many believe that time will only be 
ripe after China has attained genuine 
modernisation. 

To this end, since the US and the 
Netherlands are moving towards Taiwan, 
China’s most suitable sponsor in the West- 
ern world might well be Britain, which 
was, after all, the first major nation to rec- 
ognise the People’s Republic. Increased 
friendship between the two countries 
would not only be a balancing act from a 
global perspective, it would also decisively 
help China's modernisation through 
Hongkong. 

Currently, Hongkong provides China 
with US$6 billion of foreign exchange a 
year, a sum close to China's entire military 
budget of Rmb 17.5 billion. Compared to 
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Taiwan, Hongkong has 28% of the popu- 
lation, an equivalent total trade volume 
and twice the per-capita income. In short, 
Hongkong is more prosperous and more 
advanced than Taiwan. What could be 
realistically and tactically more beneficial 
to China than to keep Hongkong substan- 
tially in its present form? This is especially 
crucial in view of Taiwan's dissonant, 
expedient and competitive policy, taking 
advantage of Hongkong's recent uncer- 
tainties to extract jittery Hongkong 
Chinese capital. 

If Hongkong can maintain its confi- 
dence and prosperity via its present sys- 
tem of government, it will help China 
modernise and pay its debts over the next 
50 years. Then it would be natural to reun- 
ite the Chinese nation. 


Montreal ‘READER’ 
gu "In the debate over 
Bb < Hongkong's future, 
Я > one should not for- 

Ly pv get the fundamental 
«ў " difference between 
"Sd [N Hongkong and Tai- 
! ' wan. Hongkong is 
China's beneficial tenant, whose useful- 


ness can only be maintained by mutual 
goodwill. Any loss in confidence, even 
over a future concern. can have imme- 
diate repercussions, as demonstrated by 
recent events. 

Taiwan, on the other hand, is a 
belligerent province, defended by half 
a million of its own troops. Rhetorical ges- 





tures and warnings intended to be long- 
term policy initiatives might be suitable 
for Taiwan, but they can cause panic in an 
alreadv jittery Hongkong. In view of this, 
one might wonder about the appropriate- 
ness of China dissipating its understand- 
able frustrations about an opposing regime 
in invective against a cooperative and pro- 
fit-yielding tenant. 

It should be emphasised that fundamen- 
tal changes in Hongkong's status are most 
likely irreversible. Since China's moderni- 
sation programme is still an intent rather 
than an accomplished reality, such a per- 
manent decision might better be post- 
poned, particularly in view of recurrent 
Chinese political vacillations. To this end, 
a suspension of the Hongkong problem — 
pending future developments — appears 
most suitable. 

Hongkong E 


Spratlys sovereignty 


I would be most interested to know on 
what basis Vietnam lays claim to the 
Spratly Islands [REVIEW, Apr. 28]. For 
decades they were part of Indochina, and 
French naval ships used to visit them and 
leave a French flag, as they were uninha- 
bited. In the late 1950s Andres Soriano, 
president of San Miguel and the Atlas 
group of companies, asked my father, as 
they were old friends, to check the status 
of these islands — as he was interested in 
guano extraction — with the French 
Ministry of Foreign Affairs. The answer 
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ands I fail to see what 

sovereignty rights Vietnam would have 

acquired on them except those by right of 
Occupation. 


Manila W.-A. B. MIAILHE 


Г ° . 
Hayden's high-wire act 
On the tightrope (REVIEW, Apr. 21] refers 
to Australian Foreign Minister Bill 
Hayden performing diplomatic balancing 
acts on his April 7-9 Jakarta visit. It also 
alludes to an inconsistency in attitude to 
the Indonesian military annexation of 
East Timor on the one hand, and Viet- 
namese military annexation of Cambodia 
ón the other. As far as East Timor is con- 
cerned, Australian Government credibil- 
ity is walking a tightrope which is thin on 
explanation and stretched across a grow- 
ing chasm of suspicion that some Austra- 
lians have for Indonesia's unexplained, 
and perhaps excessive, military venture 
into а small and vulnerable neighbour. 

A situation exists in which military aid is 
being supplied to Indonesia despite its in- 
vasion and subsequent annexation of East 
Timor. The reasons for this invasion have 
not as yet been revealed to the Australian 


public; one could always speculate that it 


was in the interest of security that the 
northern gateway — between the Indian 
and Pacific Oceans — should be in the 
hands. of friendly powers. 

However, this assertion was somewhat 
negated when it was revealed by Hayden 
at a caucus meeting on April 20 that Qan- 
tas, the national flag carrier, could be pre- 
vented from flying over Indonesian territ- 
ory if the Labor government carried out its 
policy commitments. on East Timor. 
There is then the pragmatic approach of 
presenting the Indonesian annexation asa 
fait accompli, but this argument could be 
similarly applied to Hanoi’s annexation of 
Cambodia, which Australia has in fact 
chosen to denounce by withholding 
humanitarian aid from Vietnam. 

It is only too evident that a situation was 
created through the inept and mischievous 
interference of other nations, whereby 
Vietnam was presented with the excuse of 
saving Cambodia from the bloody and in- 
excusable regime of Pol Pot; whereas it 
has never been stated what East Timor has 
been saved from and at what cost to its 
population. 
Sydney 
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She'll be white 

Derek Davies rightly mentioned [Travel- 
ler's Tales, REVIEW, Apr. 28] that Austra- 
lia's national weekly The Bulletin 80 years 
ago built its circulation on “a stridently 
pro-white racialist editorial line.” That 
line continued for a very long time, in- 
fluencing Australia’s attitudes апа 
policies in ways that most Australians 
have yet to perceive. The slogan “Austra- 
lia for the White Man" was removed from 
The Bulletin’s masthead as late as 1961, 
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The silent minority _ 


In view of the ignominious fall fro 

of Lim Chee Onn at the whim of $ 
pore Prime Minister Lee Kuan Yew, 
Bide's. s | : | 
People's Action Party (PAP) regim [Le 
ters, REVIEW; Apr. 28] appears tran: 
rent hogwash. It also brin; 

pathetic state of culture of the pri 
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most vital component of cul 
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The dismissal of Lim is no tragedy, зї since 

seems to have met.the fate of yes-men 
verywhere. His public apology and deci- 
sion to stay on after such an ignominy аге 
ll the morenauseating. The tragedy is the 
eflection on the collective conscience of 
upposed intellectuals in Singapore — 
e fact that they can stomach such rule by 
lecree, Hence, despite Huo's. boasts 
Out the "successful record of the gov- 
'rnment;" the silence of the republic’s in- 
elligentsia speaks louder than words. 
Indeed, the pious declaration by Huo at 
_ the end of his letter insisting that he is not 
PAP member is the best evidence that 
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: Hongkong. 


SUPP 
that matter, the silence of the Singapore 


middle class also means that some of their 
class interests converge with those of the 
PAP leaders. 


Petaling Jaya M. ELLA 


The newspaper story 


"Newsman" is wrong in his assertion [Let- 
ters, REVIEW, May 12] that Malaysian 
newspapers are not allowed into Singa- 
pore. The Newspapers and Printing Pres- 
ses Act 1974 specifically allows for the 
possibility of newspapers which are 
printed and published in Malaysia being 
distributed in Singapore. There are some 
Malaysian daily newspapers so registered, 
though the main daily newspapers pub- 
lished in Malaysia do not take advantage 
of this provision. 
Singapore HUO BIDE 


e This correspondence is now closed. 
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Memories of a ‘hell ship 
Richard Hughes’ description [REVIEW, 
May 5]of HMT Dunera “а floating con- 
centration camp” — referring to its role in 
conveying internees from England to Aus- 
tralia in 1940, reminds me that this vessel 
was not altogether popular with the allied 
troops who had to travelin her during and 


after World War H. Travel in a troopship | 


can hardly be expected to be luxurious, 
but, even so, “hell ship” was the sobriquet 
by which the Dunera was usually known, 
possibly because of the cramped condi- 
tions, lousy layout internally and aging en- 
gines. By the way, HMT here stands for 
“His (or Her) Majesty’s Troopship,” not 
“Hired Military Transport.” 

Hughes recalls that the old Dunera took 
the Occupation forces to Japan after the 
war. It is a sad coincidence that the com- 
mander of British, Indian and Gurkha 
troops aboard, Maj.-Gen. D. T. "Punch" 
Cowan; died in April in England at the age 
of 86. A newspapérman like Hughes 
would be pleased to know that while the 
Dunera was іп Bombay 30 of his col- 
leagues were invited on board to meet the 
officers and men before they left. for 
Hongkong; where, according to official 
historians, "the local press was very hos- 
pitable." The Dunera then took Punch 
Cowan and his soldiers to Kure. 

Chiang Mai ROY HUDSON 


Reverse gear - 


I thoroughly enjoyed the Letter from 
Hongkong by Robert Karniol on the 
Hongkong. Philharmonic Orchestra 
[Review; Apr. 21]. However, I do not re- 
call Maxim Shostakovich conducting with 
his left hand, and the orchestra is the only 
one I know in which the violinists sit on the 
conductar’s right side. 
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The building is in a prime position 


overlooking Raffles Place and will. 


be directly connected to one of the 
main stations on the MRT system 
linking 41 pan-island destinations. 


The sharp crystalline edges of a 
jewel inspired the six-sided tower 
block. Polished Baltic Brown 
granite gives the entire building a 
distinctive appearance. 
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There are surprising shake-ups in 
high government circles in both 
Burma and Taiwan. 


Page 17 
Thailand baits a hook and 
catches a Soviet GRU agent. 


23 

As Peking appoints a new man in 
Hongkong, China appears to be 
looking more kindly on the co- 
lony. Meanwhile, the National 
People’s Congress is about to set 
the seal on administrative re- 
forms. 


Pages 28-30 

As the Soviet Union plays it hard 
and soft with Japan, China ex- 
tends a comradely hand to East 
European countries. And India 
ponders new arms purchases. 


Regional Affairs 


Burma: Goodbye to the good life _ 
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iecemeal concessions, 


On the surface, South Korea now appears much more liberal 
than it has in recent years. But parliament's 
эы still severely limited. President Chun 
choice of giving parliament more authority or continui 
but it looks as though full politica 
iberalisation will be painfully slow. Focus looks at South 
Korea’s political picture — and at foreign policy, the social 
scene, the economy, trade policies, 
licy. And it finds that while the co 
ment is of the present, it still clin 
s 51-80. 
Ministry of Culture and Informatio 
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38 
Manila’s Supreme Court reverses 
a previous ruling and states that 
habeas corpus need not apply to 
people detained under presiden- 
tial order. 


Page 42 

Malaysia's Prime Minister Datuk 
Seri Mahathir Mohamad moves to 
head off possible power-plays 
within his party. Meanwhile, a 
census provides surprises. 


Pages 91-92 

The going gets tougher again in 
the continuing trade wrangle be- 
tween Japan and the United 
States. 


Page 94 

Developing countries take a mod- 
erate line in preparation for the 
next round of Unctad talks. 


Health: Border battle of the bug 
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Page 103 

Australia s Labor Government 
produces a mini-budget as a first 
step towards tackling its balloon- 
ing deficit. 


Pages 104-105 
The World Bank takes a quar- 
dedly optimistic view of In- 


donesia, while Singapore takes a 
gloomier view of its own econ- 
omy. 


Page 108 

Hongkong’s bid to stop the slide 

a currency appears to have 
ailed. 


Page 108 

A Hongkong company's plan to 

bail out a troubled shipping sub- 

sidiary with money from a richer 

property arm comes under fire 
от shareholders. 
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REGIONAL 


Alleged hijackers 

to be tried in Seoul 
Following the May 5 hijacking 
of a Chinese airliner to South 
Korea, Seoul authorities have 
issued formal arrest warrants 
against six Chinese citizens, in- 
cluding a woman said to be the 
niece of a senior official in 
Liaoning province, on multiple 
charges which include aircraft 
hijacking and illegal possession 
of firearms. The maximum sen- 
tence is the death penalty, and 
the minimum is seven years' 
jail. 

The formal warrants reflect 
Seoul's decision to give the six 
a court trial, in which case Pe- 
king might be asked to send 
witnesses to South Korea to 
testify. South Korean officials 
hope that this would help pro- 
mote the contacts with China 
that Seoul has sought for sev- 
eral years. —SHIMJAE HOON 


New Zealand limits 
Son Sann backing 
Son Sann, prime minister of 
the Democratic Kampuchea 
coalition, ended a week's unof- 
ficial visit to New Zealand with 
assurances from Foreign 
Minister Warren Cooper of 
continued . political support 
and promises to consider 
humanitarian, but not military, 
aid. At a reception staged by 
Asean missions on May 17, 
Cooper went further, talking of 
the day when Sann would take 
his “rightful place as prime 
minister" in Phnom Penh. 
However, the visit did not 
achieve all that Sann would 
have liked. He protested that 
the coalition should be consi- 
dered as the government of 
Cambodia and not a govern- 
ment in exile, and he let it be 
known that he would like aid to 
set up an information centre. 
In neither case did the New 
Zealand Government accede. 
— COLIN JAMES. 


Taiwan is urged 
to end martial law 
Leading United States con- 
gressmen, including Rep. 
Stephen Solarz and Sen. Ed- 
ward Kennedy, have intro- 
duced a resolution calling on 
Taiwan to end martial law. The 
resolution was introduced on 
May 20, the 34th anniversary of 
martial law. 

At a joint press conference, 
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Solarz and Kennedy acknow- 
ledged that Taiwan was not the 
worst human-rights violator in 
Asia and that it had made some 
progress. But they cited the 
lifting of martial law in the 
Philippines and South Korea, 
both of which have also re- 
leased prominent political op- 
ponents, as arguments that im- 
proving human rights would 
not undermine security in- 
terests. 

Solarz said the diminished 
military threat to Taiwan from 
Peking suggests "there is no 
conflict between human rights 
and security interests in 
Taiwan." He added: “The 
issue of martial law can there- 
fore be approached purely in 
human-rights terms." 

— ROBERT MANNING 
Reshuffle in Indonesian 
party is challenged 
The president of Indonesia's 
Muslim United Development 
Party (PPP), Idham Chalid, 
has challenged general chair- 
man John Naro's January re- 
shuffle of the party's central 
executive board as well as the 
recent decision by the PPP fac- 
tion within parliament to recall 





Ё М; E 
Idham Chalid: challenger. 


members who were involved in 
a no-confidence motion against 
Naro. The January reshuffle 
had led to the anti-Naro mo- 
tion (REVIEW, May 12). 
Observers feel Naro will 
probably prevail over Idham 
Chalid, who was recently re- 
lieved by President Suharto as 
chairman of the Supreme Ad- 
visory Council, in which Naro 
managed to stay on as one of 
the vice-chairmen. Many mem- 
bers of the Nahdatul Ulama — 
one of the four component par- 
ties of the PPP — no longer 
consider Idham Chalid as their 
general chairman. 
— SUSUMU AWANOHARA 


BUSINESS 
IBS set to become 
OUB subsidiary 
The International Bank of Sin- 
gapore (IBS) was to become a 
fully owned subsidiary of the 
Overseas Union Bank (OUB) 
by the end of May. IBS, which 
is equally owned by OUB, 
Development Bank of Singa- 
pore, United Overseas Bank 
and Oversea-Chinese Banking 
Corp., was launched in 1974 as 
the overseas unit of Singapore’s 
four largest financial institu- 
tions, with an initial capital of 
$$25 million (US$12 million). 
ООВ was to buy the 75% stake 
owned by its three partners in 
IBS — 37.5 million shares — at 
5$3.11 a share. 

Although IBS commenced 
operations in 1975, its progress 
abroad has been lacklustre, 
with branches only in Jakarta, 
Manila, Seoul, Taipei and Los 
Angeles. At the end of 1981 
(figures for 1982 are yet to be 
announced) it had a paid-up 
capital of S$50 million, with 
total assets valued at $$623 mil- 
lion, and made a net profit of 
S$6.1 million. 

— V. G. KULKARNI 


Singapore's property 
market faces a test 
A litmus test of the Singapore 
property market will come with 
the sale shortly of the prime 
Orchard Square site in the 
heart of the republic's Orchard 
Road shopping area. The 
66,000-sq. m. site is owned by 
the Ngee Ann Kongsi, a local 
Chinese clan association made 
up of immigrants from the 
north of China's Guangdong 
province. The association pre- 
viously leased for 99 years part 
of the site to Orchard Square 
Development, a subsidiary of 
local department-store chain 
Metro Holdings for S$1.7 bil- 
lion (US$813 million). But fol- 
lowing disagreements over re- 
development the lease is.to be 
sold by open tender. It is ex- 
pected to attract bids from 
Hongkong and Indonesia as 
well as Singapore. 

— ANTHONY ROWLEY 


KDB issues more 

yen bonds 

The Korea Development Bank 
(KDB) and 43 Japanese and 12 
foreign securities firms rep- 


resented by Nomura Securities 
signed a ¥10 billion (US$42.6 


million), seven-year bond issue 
on May 19, The semi-annual 
coupon rate is 8.6%, and KDB 
said it would apply to list the 
bonds on the Tokyo Stock Ex- 
change. This is the fourth yen- 
denominated bond issue by 
KDB. — MIKE THARP 


Record Japanese loans 

to World Bank 

In Tokyo, World Bank presi- 
dent A. W. Clausen signed 
three borrowing agreements 
with Japanese bank syndicates, 





Clausen: don't cut and run. 


bringing total borrowing from 
Japan this year to a record 
¥ 325 billion (US$1.38 billion). 
This is consistent with the 
World Bank’s goal of gradually 
expanding Japan’s role in pro- 
viding it with funds. 

Clausen urged private banks 
not to “cut and run” from de- 
veloping countries and stressed 
the importance of increasing 
the flow of development funds 
to the Third World. In the last 
quarter of 1982 and the first 
quarter of this year, there has 
been a negative transfer of 
funds from private banks to 
debtor countries, Clausen said. 

— HIKARU KERNS 
Mitsubishi speeds up 
3-D chips process 
Mitsubishi Electric Corp. of 
Japan says it has developed the 
world’s fastest technique for 
making a silicon-on-insulator- 
structure complementary 
metal-oxide semiconductor de- , 
vice. The device, not yet in pro- 
duction, uses a laser-beam re- 
crystallisation technique that is 
much faster than the methods 
normally used to manufacture 
ordinary. silicon-wafer single 
crystals. Mitsubishi said it in- 
tends to use the trial device in 
the development of three-di- 
mensional integrated circuits. 

— MIKE THARP 
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| Benazir. 
Bhutto, daughter of e | 
former prime minister Zulfikar Ali 
Bhutto. According to informed 
sources, Benazir, who is under 
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ШШ THE WEEK 


AFGHANISTAN 
s The government is willing to give a time- 
s|- {айе for withdrawal of Soviet troops, the 
: Soviet ambassador to Pakistan said (May 19). 





oo AUSTRALIA 
A mini-budget was introdiiced, cutting gov- 
ernment expenditure (May 19). 


_, BANGLADESH 
2 The ‘ government fired, retired ог re- | 
«primanded 215 high-ranking officials accused - 
of corruption and inefficiency, it was reported 
(May 18). 


BURMA 

Brig.-Gen. Tin Oo, ie considered a likely 
successor to strongman Ne Win, resigned 
from the government on May 17, it was re- 
vealed (May 19). 


= CHINA 
The president of the Democratic Kam- 

puchea coalition, Prince Norodom Sihanouk, 

arrived, United States Commerce Secretary 
Malcolm Baldrige arrived on an official visit 
(May 21). A delegation of Hongkong profes- 
sional people told Chinese leaders that a 
E proposal for self-government would upset the 
territory’s prosperity and stability, it was re- 
; ported (May 22). 


INDIA 

The Congress. party Rikdquarters in 
Srinagar, Kashmir, was set ablaze during a 
political demonstrati 1e Minister In- 
| dira Gandhi said the 19 'of her late 














Notis? arrest in Karachi, h 5 NOW 
been confined to one room, her . 
bedroom, on the top floor of her 
sprawling house in the select 
residential area of Clifton, in 
Karachi. She has also had her 
telephone line cut, removing her last 
means of access to ‘the outside world. 
‘It is not clear why the Pakistani 
authorities took the measures 
against Benazir, who has been either 
under house arrest or in jail for most 
of the past six years since President 
Zia-ul Haq seized power in a coup. 











the US-Japan agreeme tc 
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elegraph and elephor 
said the total of for 


CHANGING THE GUARD 


The deputy assistant for intelligence 












at the Indonesian Defence Ministry, | was so small th: to 
Brig.-Gen. Subiyakto, will be put in | might not be renewed when it 
charge of the Institute for National. | expires in Decembe: 2 





Commerce official 
rhetorical pressure 
productive in tryi 
amount я the J 


Defence, Lemhannas, which 
indoctrinates both top armed forces 
officers and civilian officials with the 
basic principles of the Indonesian — 
state. Subiyakto is considered close 
to armed forces commander Gen. ` 
Benny Murdani, who until recently - 
was assistant for: intelligence, and his 
coming appointment as governor of 
Lemhannas is seen as reflecting 





“He Broek] really screwed that on 
up,” said one Commerce man. 


son Sanjay was the result of a conspiracy to in- 
filtrate her inner circle (May 19). Four Con- 
gress members were stabbed to death by Marx- 
ist activists in Kerala, state police said (May 
21). Five people died and 500 were injured in. 
election violence іп Kashmir. Five people 
were killed in renewed violence in Assam, it. 


| Singapore hospital (May 19). Apublici inquiry 
into а cable-car disaster in January opened 
(May 23). 


| SOUTH KOREA 
Former. opposition political. leader 
Young Sam declared an indefinite: hunger 






























was reported (May 22). strike to back his demands for democratic f 
forms (May 18). Supporters of Kim were re- 
JAPAN ported to have been put under house arrest 


“Prime Minister Yasuhiro Nakasone denied 
that he plans to hold a snap general election 
(May 20). The national police agency said it 
would take no legal action against alleged col- 
laborators of a former Tokyo-based KGB 
agent (May 24). 


MACAU 
Hongkong Governor Sir Edward Youde 
раій а one-day official visit (May 19). 


MALAYSIA 
A 48-year-old man was hanged for traffick- 
ing in opium and morphine (May 18). 


NEPAL 

Government employees and national legis- 
lators staged a protest rally in Kathmandu de- 
manding the. resignation of Prime Minister 
Surya Bahadur Thapa (May 21). 


PHILIPPINES 
Thai Foreign.Minister Siddhi Savetsila ar- 
rived for an official visit (May 23). 


SINGAPORE 
Asia's first iei. tobe babys was delivered ata 


„(May 23). South Korea formally charged the 
six: hijackers of a Chinese airliner under its 
anti-hijack law, prosecutors said in Ses 
(May 24). 


SRI LANKA ' 
The ruling United National Party retained 
14 of 18'seats'at stake in à series of by-elec- 
tions and took. power in 34 of 46 locala 
thorities (May:19). 


TAIWAN # 

Zimbabwe ordered a six-man delegati ion 
from Taiwan to leave ће country, it was т 
ported (May 24). 


THAILAND ve d 
A Soviet official was given 48° hour 
leave: the country after he was. caught al- 
legedly in possession of military secrets (Ma 
19). The expelled official, Viktor Barychev, 
left for Hanoi (May 20). Thai police began ef- 


























John McBeth and M. C. Tun 


wo tiny items run together and tucked 
away with the trivia on the back pages 
of Rangoon’s two government-controlled 
English-language newspapers have sent 
shock waves around the: normally placid 
jurmese capital and raised speculation 
once again over who will eventually suc- 
ed strongman Ne Win as chairman of 
е Burma Socialist Programme. Party 
(BSPP). 
















р: s an 
ion of Home and: Religious ‘Affairs 
inister Bo Ni, a retired army colonel and 
former chief of the National Intelligence 
ureau (NIB) which Tin Oo himself used 
to head. 
































Diplomatic sources say there is nothing = 


concrete to indicate that 55-year-old Tin 
| s neen dropped om his powerful 


in February and March 
nce Minister Kyaw. Нїїп.` 
. The first announcement said- Tin Oo 
had been "permitted to resign" from the 
19-man Council of State, Burma's highest 
executive organ, and to give up his seat in 
the 474-member Pyithu Hluttaw (People's 
Assembly) where he represented a consti- 


Gulf of Martaban from Rangoon. The sec- 
ond so-called notification, inserted im- 
mediately underneath, stated that Bo Ni 

laced unm cr on the 






г wife of a Rangoon gold merchant, whó is 


‘said to have. smuggled gold out of Burma . 


he qon Во М wife 


1e good life 


Ne Win's leadership gets a shock shake-up 






In clearly related statements, the Coun- | 
Of State announced. the resignati н 


| ease out De- 









tuency in the Mudon township across the . 









Diplomats say they have also heard 
rumours that the minister's wife was di- 
rectly responsible for a shipment of un- 
taxed luxury items which arrived from 
Europe. Anotherstory doing the rounds is 
that Bo Ni's son bypassed customs with a 
considerable quantity of consumer items 
which he bought during his recent honey- 
moon in Singapore. , 


how this rebounded on the minister ap- 


being used as a cover in a smuggling oper- 
ation or having a hand in it herself. 

The question was whether a man holding 
high public office should be held account- 
able for the acts of his wife, particularly if 


he was not aware of them. This question: 
was said to have been hotly debated in the 


Council of State, with Tin Oo arguing that 


while the wife should be punished accord- 


ing to law if she was found guilty of any 


misdemeanour, her unknowing husband : 


should be exonerated of any blame. 





TAIWAN 








The most plausible explanation over 








Ву putting forward this vi 
rently gave the impression he was trying to 
defend the home affairs minister,.a man 
who served under him in the military intel- 
ligence- service and who. actually. suc- 
ceeded him when he quit as head of the. 
NIB. 

Other councillors are reported to have 
reminded him about precedents in which 
highly placed officials had. been held re- 
sponsible for. questionable. activities of 
their wives. or close relatives. When the 
issue was then: put to the vote; Тїп Оо 
found himself ina minority of one and is 
said to have. offered to resign then and 
there from both the council and parlia- 
ment. 

This account precludes. misconduct, on 
the part of Bo Ni himself, something 
which has also been given currency in cer- 
tain quarters of the diplomatic corps. 

Tin Oo rose to become joint general 
secretary in November 1981 following the 
sudden death of then general secretary 
Thaung Kyi and only four months after 
the party's fourth congress voted him onto 


, the politburo. Bo Ni, one of 61 new mem- 
“pears to revolve around the initiation of | 
| inquiries into whether Bo Ni knew about. 
and, if so, approved of his wife either 


bers appointed to the. 260-man central 


committee during the congress, repláced 


Sein Win as minister in late 1981 — a re- 
shuffle which allowed the former ambas- 
sador to Thailand, Kyaw Htoon, to as- 
sume the job of intelligence chief. 


Е in extremely. private meetings Ne 
m Win has been known toshunteveryone 
out of the room with the exception of Tin 
Oo and Во Ni. But while that. may have 
been a measure of their accessinthe past, it 
is obvious that times have changed. Dip- 
lomatic sources say there are strong signs 
emerging that the irritation the chairman 


Deeper into the shadows 


A key presidential aide loses his post as director of political 
warfare — but he may not have lost all his influence 


By Andrew Tanzer 


Taipei: A military reshuffle has cast doubt 
over the political future of Gen. Wang 
Sheng, widely regarded asone of the most 
powerful figures in Taiwan. A directive 
issued by President Chiang Ching-kuo on 
May 9 reassigned Wang from director of 
general political warfare. in. the Defence 
Ministry to director of the department of 
joint operations and training, an obscure 
post in the Defence Command. 


sult of the 30 years the 65- -year-old three- 

star general has spent building up the sys- 

tem in Taiwan..One military analyst, calls 
im fi ire 





cal Warfare d ead in 


Wang’s “name has become virtually 
- synonymous with political warfare, the re- 


a close associate of Chiang for more than 
40 years, helped the president (then him- 
self director of general political warfare in 
the Defence Ministry) establish ihe clits 







ng up politi- 

sts in the Defence Ministry. 
He was promoted from deputy director to. 
director of general political мание i іп 





-warfare system, as prac- 
tised in Taiwan, is modelled on the com- 
missar system in thé Soviet Union. After 
graduation from the college, officers аге 
assigned to mi i 


| ble for po 












has shown over Tin 
Oo’s machinations may 
have now gone beyond 
breaking point follow- 
ing his defence of Bo 
Ni. 

Although the twin 
announcements were 
buried with the weather 
map and mundane 
news items dealing with 
insurance schemes, the 
public library ‘and а 


local literary exhibi- 
tion, it’ has i been 
suggested the aw 


thorities felt obliged to 
make them in order to 
put.a damper on Ran- 
goon's zealous rumour- 
mill. Instead, the state- 
ments appear to have 
had the opposite'effect 
and have added fuel to 
the debate over the suc- | 
cession. І l 

Tin Oo had never o 
been a certainty to re- 
place Ne Win, but there 
is little doubt he enjoyed: favoured-son 
status. He never saw. combat during his 
military career, largely, so the story goes, 
because both elder brothers died on the 
battlefield and his mother made a personal 
appeal to Ne Win that she wanted her re- 
maining son to survive. 

Assigned to intelligence work, he 
underwent a Central Intelligence Agency 
training course in the United States in the 
early 1950s and later became aide-de- 
camp to then chief of staff Ne Win — the 
start of a close relationship which has 


morale, psychological warfare and inter- 
nal security. 

The shadow of the politigal-warfare sys- 
tem is cast far wider than just over the 
army. Officers have takemp key posts in 
security forces and in the Kuomintang 
(КМТ), the ruling. political party. The 
commander-in-chief of the Tàiwan Garri- 
son Command, the top security agency, 
has a political-warfare background — he 
was at one time commandant of the col- 
lege —as do the heads of the departments 
of organisational and cultural affairs in the 
KMT. 


he system’s influence over the media 

is regarded as particularly strong, with 
a number of retired political-warfare offic- 
ers assuming positions at leading news- 
papers and TV networks. 

Wang.has wielded. power indirectly 
through political-warfare officers and pro- 
teges he has installed in key positions in 
the military and security apparatus. Partly 
because of the indirectness of his influ- 
ence, the extent of his real power has been 
widely disputed. Despite his long domina- 
tion of the political-warfare sphere, it is 
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Ne Win: farewell to a favoured son. 








lasted for 27 years. He rose to director of 
military intelligence and in 1974 was ap- 
pointed to the twin positions of chief of the 
NIB — probábly the most efficient gov- 
ernment agency in Burma — and also mili- 
tary assistant to Ne Win. 

Tin Oo came into the politburo ranked 
10th (out of 15) in addition to holding two 
parliamentary posts; the latter are cus- 
tomary appointments designed to keep 
senior party members in touch with the 
population: His rise to joint general secre- 
tary in the wake of Thaung Kyi's fatal 





Chiang with officer cadets: a question of power. 





heart attack was seen as further evidence 
of the faith Ne Win placed in him. 

> Even Tin Oo himself, who acted as Ne 
Win's eyes and ears and had been known 
to invoke presidential authority tó bypass 
the Defence Ministry on certain matters, 
was thought to prefer the eventual role of 
kingmaker rather than to hold power him- 
self. It is certainly no secret that his lack of 
field experience and the dossiers he has 
built up on senior military officers have 
earned him intense dislike in sections of 
Burma's combat-hardened army — some- 
thing that could seriously undermine his 
position when Ne Win quits the scene. 

Few people are prepared to offer an 
answer to the question of whether the 
chairman does have a chosen successor, as 
the general air of secrecy that has blan- 
keted Ne Win's inner circle remains as ef- 
fective as ever. “In the past, anyone who 
was seen to be wielding any influence at all 
was cut down," said one analyst. “It is Ne 
Win himself who discouraged the ad- 
vancement of anyone with stature." 

It is also true, as the Bo Ni case seems to 
prove, that he is extremely sensitive to 
corruption in high places. There is a wide 
body of opinion that believes no matter 
how carefully Ne Win prepares the 
ground, even to the point of naming a suc- 
cessor, the Burmese scene after he goes 
will never be the same again. One charac- 
teristic of the army has been its remark- 
able loyalty, but as an Asian ambassador 
once pointed out: “It has been loyal to Ne 
Win, not to anyone else." Insiders still talk 
of the power of young army divisional 
commanders, who could be expected to 
play a pivotal role if the situation ever 
arises where there are different conten- 
ders for power. 





ence as a field of- 
ficer, most recently 
serving as comman- 
der of armed forces 
on Quemoy. 

If the state of rela- 
tions between Wang 
and Hsu is not clear, 
perhaps ап even 
more important 
question is whether 
Wang, having lost 
his political-warfare 
portfolio, can con- 
tinue to control the 
network of political- 
warfare officers he 
set up. Similarly, it 








| too much to expect that all political-war- 


fare officers have remained loyal to him. 
Indeed, the loyalty of Gen. Hsu Li- 
nung, Wang's successor as director of gen- 
eral political warfare, is the subject of 
much debate. Some observers emphasise 
his stint as commandant of the Political 
Warfare College, but others note that he is 
a professional soldier with years of experi- 


remains to be seen 
how much influence Wang continues to 
hold over Taiwan's vast and diverse sec- 
urity apparatus. He is said by some to over- 
see and coordinate its many forces. 
Although access to Chiang has perhaps 
been his greatest source of power, Wang's 
apparent demotion may not necessarily 
affect his personal relations with the presi- 
dent. There is some precedent for senior 
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Wang: enemies in the KMT. 





`, officials losing their jobs but not their ties 


with Chiang. One example was the 1978 
demotion of Lee Huan, also an old friend 


-. and someone who, like Wang, was some- 


times called the second most-powerful 


“ man on the island. 


і who іп quick succession lost his posts 
as head of the department of organi- 
sational affairs in the KMT, head of the 
China Youth Corps and of a party cadre 
training school, took the blame for elec- 
tion-time riots in Chungli in 1977 and for 
the KMT's poor showing in the elections. 
Despite his demotion to president of Sun 
Yat-sen University in Kaohsiung, Lee re- 


` portedly still sees the president regularly. 


Although Wang's decline is not trace- 


' able to any single event, it may have been 
` due to an accumulation of too much 
„power. As one analyst said, it is dangerous 


to become too strong a No. 2 figure in 
Chinese politics of any colour. Wang, who 
is a somewhat shadowy figure, also suffers 
from a severe image problem. He sym- 
bolises the hardline military-security fac- 


` tion and is one of the most feared people 


in the country. Reviled by businessmen 
and intellectuals, Wang has also made 
enemies in the KMT and the military be- 


- cause of his influence over personnel shuf- 
_ fles. 


Cutting Wang down tc size may also re- 
flect an attempt to loosen his grip on 
power before the Chiang era ends. While 
few analysts see Wang as a serious conten- 
der for the post of president, many do fear 
he may play a role as kingmaker. One im- 
ponderable factor in the demotion is 
Wang's health: he is rumoured to have 
cancer. 

Perhaps the writing was on the wall in 
late April when Chiang ordered the im- 
mediate disbanding of an influential, sec- 
ret policymaking group chaired by Wang. 
The group, which included representa- 
tives from ministries, the KMT plus mili- 
tary and security agencies, met on a fre- 
quent basis to take swift action on pressing 
issues, particularly regarding relations 
with the mainland. According to sources, 
the group threw its weight around too 
much and symbolised Wang's interference 
in the government. 
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By V. G. Kulkarni 

Singapore: A former prime minister of 
South Vietnam arrived in Singapore in a 
fishing boat with 32 other refugees from 
Vietnam on May 13. Nguyen Van Loc, 
who was prime minister for seven months 
during 1967-68, said in an interview that 
he had been trying to escape since 
November 1981; this was his 14th attempt. 
Loc, aged 60, the first prime minister of 
the Nguyen Van Thieu regime to have be- 
come a boat person from Vietnam, was 
rescued along with four women, six child- 
ren and 21 men by a French merchant 
shipin the South China Sea. 

Under arrangements made by the Unit- 
ed Nations High Commissioner for Re- 
fugees (UNHCR) with the. Singapore 
Government and sonic. Western coun- 
tries, Vietnamese boat people are nor- 
mally guaranteed resettlement in the 
countries to which the rescue ship be- 
longs. In the case of ships with flags of con- 
venience, the UNHCR arranges for reset- 
tlement elsewhere before the refugees are 
allowed into Singapore's single refugee 
camp. Without such arrangements, Singa- 
pore does not accept refugees. 


ime lucky " 
A former South Vietnamese premier arrives by boat 
in Singapore and will seek asylum in the US 
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Thus Loc, who is a staunch anti-com- 
munist, is assured of entry into France. 
But he said he intends to go to the United 
States to organise political and military 
support to fight against the Hanoi regime. 

Loc was to have become the running 
mate of former air marshal Nguyen Cao 
Ky in the presidential election of Sep- 
tember 1967. But Ку. was chosen as the 
vice-presidential candidate-of Thieu, and 
Loc had to settle for an appointment as 
Thieu's chief election campaign coor- 
dinator. Loc was rewarded with the 
premiership after the election, but he 
resigned in June 1968 in the aftermath of 
the communist Tet offensive, taking re- 
sponsibility for the failures of the Thieu 
government's forces. i; 

“We lost the battle for the south in 1968 
itself,” Loc recalled in Singapore, “be- 
cause the communist -onslaught in two 
stages shook all the provinces in the south. 
By 1975 the communists had to push only 
in a few chosen areas to gain total vic- 
tory.” Loc stated that his resignation also 
had a lot to do with political differences 
between Thieu and Ky. 
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A familiar refrain 


Prem sets out his new government's 


licy — and 


leaves the door open for possible military influence 


By John McBeth 

Bangkok: The distinctive thread of mili- 
tary thinking runs through the statement 
Prime Minister Prem Tinsulanond re- 
cently delivered to parliament outlining 
the policies of his newly formed govern- 
ment. Indeed, it could be argued that the 
statement effectively — institutionalises 
prime ministerial order No. 66/2523, an 
enlightened pronouncement. issued in 
1980 which placed politics ahead of mili- 
tary action in combating communist in- 
surgency and which also laid down 
guidelines for strengthening the country's 
political and social fabric. 

Minister in the Prime Minister's Office 
Kamol Thongthammachart is understood 
to have been the chief architect of Prem's 
new policy document. Kamol is one of 10 
appointees in the 44-member cabinet cho- 
sen by Prem irrespective of party affilia- 
tion. He was apparently thus selected to 
avoid differences of opinion and emphasis 
among the four parties making up the rul- 
ing coalition: Kamol,. former dean of 
Chulalongkorn University's political sci- 





ence faculty, served as the premier's per- 
sonal ‘adviser on foreign policy before 
being given his current portfolio. 

The statement did not require a vote of 
confidence, but the opposition Chart Thai 
party — still smarting over its failure to se- 
cure a place in the government benches — 
staged a mass walkout after party leader 
and former deputy premier Pramarn 
Adireksarn complained that MPs had only 
been given a day to absorb it. Chart Thai 
representatives left the chamber shortly 
before Prem rose to make his presénta- 
tion. 

Perhaps the most significant paragraph 
is one in the section dealing with politics 
and administration which says: “The 
armed forces will play an important role in 
the defence of the country, national inde- 
pendence and the democratic system 
under the monarchy." The last phrase is 
seen by analysts as a clear sign of the legiti- 
macy now being given to the army's future 
involvement in the political process. 

Linkage to order No. 66/2523 appears in a 


JUNE 2, 1983 e FAR EASTERN ECONOMIC REVIEW” 


Cae Ф 
3 i 






French. citizens. By 1970 
Saigon, to practise "law. He later founded 
Cao Dai University in Tay Ninh. Essen- 
tially a synthesis of Buddhism, Christian- 
ity and the teachings of Confucius and 
Lao-tze, the Cao Dai sect, which had a fol- 
lowing of some 2 million until the mid- 
1970s, was anti-colonial as well as anti- 
communist. 

Although by early 1975 a communist 
takeover was clearly imminent, Loc 
claimed he remained as rector of the uni- 
versity because he wanted to conduct the 
final examinations of the graduating class. 
He was arrested in August 1975 and kept 
in police custody before being moved to 
an internment camp on the outskirts of Ho 
Chi Minh City in March 1976. By August 
of that year he and some 400 other high- 
ranking officials of the old regime were 
flown to another prison camp near Hanoi 
where Loc was to stay for the next four 
years. 


fter interrogation, Loc was sent to Ho 
Chi Minh Cityin June 1980, but was kept 
· under house surveillance for more than a 
year. By November 1981 he had disap- 
peared and had begun arranging his es- 
cape. He failed 13 times before this final 
attempt, paying three taels of gold (at 
today's price, about US$1,500) for each 
aborted boat trip. 
Loc said Cao Dai University, like all 
other private and religious institutions of 





succeeding sentence stating the gov- 
ernment intends “to place politics before 
military [force] in the fight against com- 
munist insurgency and to create solidarity 
among the people and to gather all Thai 
people with divergent views to help deve- 
lop the country." 

In the first of two white papers issued at 
the time the army was openly supporting 
constitutional amendments seeking to 
preserve the legislative powers of the ap- 
pointed upper house and allow military 
and civilian officials to hold cabinet posts, 
senior brass pointed out that the order 
gave the military the duty of becoming ac- 
tively involved in politics. The amend- 
ments were subsequently defeated in a 
parliamentary vote, but political obser- 
vers believe it will be only a matter of time 
before they are re-introduced and some 
officers have even said as much. 


nother interesting passage in the state- 
ment expresses a determination to 
promote the establishment of a political 
party system and other political institu- 
tions conducive to the development of 
democracy. It says the government will 
"support . . . fuller participation in poli- 
tics" and will “take every step possible to 
create confidence and faith in the par- 
liamentary system as a means of solving 
problems and of building national 
фу. 
Analysts, noting the connection drawn 
between the political system and national 
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Loc in Singapore: 1 must carry on the struggle.’ 


higher learning, has been closed, but 
many teachers have been given jobs in 
state-run schools. Loc added that all the 
education ministers of the pre-communist 
regimes of the south have been rehabili- 
tated. Loc’s brother, Nguyen Van 
Truong, who was education minister 
under two administrations in the 1960s, is 
now a university professor under the 
Hanoi regime. 

Explaining his desire to go to the US, 
where he also has relatives, Loc said: “If I 
wanted a cushy life I could easily go to 
France and settle down with my sons. But 


security, feel this again reflects army at- 
titudes. Influential officers have been 
strongly critical of the calibre of many 
MPs and the way they are seen to repre- 
sent vested interests rather than their elec- 
torates. Given the extent of vote-buying 
and influence-peddling in Thai elections, 
it could be considered a convincing argu- 
ment. 

In line with the aim of implanting a 
greater understanding of the democratic 
system, the government also pledges to 
bring about reforms in the administrative 
system to make it more responsive. It dis- 
cusses decentralisation of power and the 
need to upgrade local administration, fac- 
tors widely recognised as important to 
economic growth, and it talks of an “un- 
swerving determination” to upgrade living 
standards, eliminate poverty and create 
more job opportunities. 

The document as a whole represents a 
conscious commitment to remove the con- 
ditions under which communist insur- 
gency and internal unrest are permitted to 
grow, an acknowledgment that though the 
government may have the Communist 
Party of Thailand contained, if not 
beaten, it does not intend to rest on its 
laurels. 

For the moment, however, these are 
only words and Prem has studiously — 
and wisely — avoided setting the sort of 
deadlines for achievement of targets that 
his predecessors have tended to favour to 
gain short-term popularity. 



















by religion I am anti-communist.. T must 
carry on the struggle, and the US is the 
best place.” A 
Loc held a high-ranking position in те 
Cao Dai sect, which is organised along the 
lines of the Roman Catholic Church, com- | 
plete with a Holy See of its own in T 
Ninh — he was the equivalent of a ca 
nal, he said. Loc said he was aware ae < 
support for the Vietnamese anti-com- - 
munist cause had dwindled in the US, but - 
he wanted to team up with Ky's and other - 
expatriate Vietnamese groups in North | 
America against Hanoi. BH — 
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Taking = | 
the bait a 


Special Branch officers ise 
arrest a Soviet official E 
with classified documents — — чё 


Bangkok: It had all the hallmarks of a rs 
carefully planned set-up, but as one Asian _ 
diplomat put it: “It’s the fish which opens. _ 
its mouth that gets caught." Soviet his D 
official Viktor Barychev was properly  — 
hooked when he emerged from a Bangkok A 
hotel coffee-shop on May 19 carrying 
some embarrassing bait in his pocket: 
documents containing classified informa- _ 
tion on Thai military installations along - 
the Cambodian border. 
Detained by waiting Special Branch _ 
agents, Barychev was seen aboard an Air > — 
Vietnam flight to Hanoi the day following —— 
his arrest after being given 48 hours to © 
leave the country. It was the first publices- — — 
pionage scandal to hit Thailand since 1971 
and followed the expulsions of five alleged = 
Soviet agents from Singapore, Malaysia — ~ 
and Indonesia over the past 18 months. 
Thai authorities identified Barychev, 47, — 
as a lieutenant-colonel in the GRU, the 
Soviet military intelligence agency, and 
claimed they had kept watch on his ac- — 
tivities since he arrived with his wife and jx 
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daughter in the middle of 1979. 

It is understood that Barychev, who was 
previously stationed in Rangoon, played 
out the role of a trade official until early 
1981, making several trips to mining sites 
in northern Thailand. But then he Seemed 
to drop his covet and began to establish 
contacts with several Thais in a way that 
raised the suspicions of counter-espionage 
agents. Thai officials have been tight-lip- 
ped and evasive about other people in- 
volved in the case and are now denying 
that anyone else was arrested or even in- 
terrogated, a factor which has led to consi- 
derable speculation over just how far the 
police went in trapping the Soviet officer. 

The only other person named in con- 
nection with the operation was a Thai 
magazine editor. However, Special 
Branch commander Maj.-Gen. Opas 
Ratanasin later claimed there was a mass 
misunderstanding on the part of news- 
paper reporters and that the editor had 
been summoned for questioning — first 


Barychev; Soviet Embassy in Bangkok: an е 


on May 11 and then on the day of 
Barychev's arrest — on an entirely differ- 
ent matter. 

Opas also contended that two Thais, 
seen handing over the documents to 
Barychev in the hotel coffee shop, had 
managed to escape something many 
observers found hard to believe because 
if they were Barychev's contacts their ar- 
rest would have had as high if not a higher 
priority than Barychev's. According to 
popular conjecture, it is more likely the 
two were undercover agents, but that still 
leaves open the question of who intro- 
duced them to the burly trade official. Ob- 
viously, it had to have been someone he 
trusted. 

Diplomatic sources have heard it was a 
former Thai student who had studied in 
India for several years. At that time, the 
student's contacts with the Soviet Em- 
bassy in New Delhi were apparently inno- 
cent, as he was only seeking research ma- 
terials. He is said to have been approached 
by the Soviets some time after his return to 
Bangkok and may have been com- 
promised at that point. 
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~ At least 20 Thai plain-clothes police- 
men took a hand in shadowing Barychev 
from the time he left his home at 7 a.m. 
until his arrest six hours later outside the 
Windsor Hotel, ironically an establish- 
ment rented by the United States military 
during the Indochina War to house non- 
commissioned officers. Barychev did not 
have -diplomatic immunity, but after 
Soviet officials acknowledged that he was 
attached to the embassy, the Thais fol- 
lowed their usual practice of waiving pro- 
secution and ordering him to leave. 


Yu REVIEW has learned that Barychev 
hesitated and pondered an offer to de- 
fect for five minutes before calling Soviet 
Embassy First Secretary Vladimir Romo- 
nov, who is believed to have served as act- 
ing GRU resident since the departure two 
months ago of Boris Skvortsov. He did not 
call the Soviet consular officer, a known 
KGB agent, but the two officials to whom 
he was later handed over — louri Drozdov 


Ж 


and Andrei Kortine — have both been 
identified as KGB operatives. 

Seven Soviet diplomats were expelled 
from Thailand in different publicised 
cases between 1958-71, and another was 
quietly told to leave in 1974. On top of 
that, a considerable number of prospec- 
tive Bangkok appointees have been re- 
jected because of their proven association 
with intelligence-gathering services. It is 
known that several nominated replace- 
ments for Skvortsov have been rejected 
by Thai authorities because of their back- 
grounds, The same applies to a suc- 
cessor for former KGB resident Yuri 
Kiryukhin, who left Bangkok nearly 18 
months ago after serving a tour as embassy 
councillor. 

Informed sources said there is reason to 
doubt reports that Kiryukhin's job has 
been taken by Boris Nikolayev, who ar- 
rived recently to replace Ernest Obminski 
as the Soviet Union's permanent repre- 
sentative to the Economic Commission 
for Asia and the Pacific (Escap) — a Unit- 
ed Nations-funded organisation regarded 
by the Soviets as an increasingly important 








target for intelligence-gathering and also 
as a vehicle for boosting the Soviet pre- 
sence in Bangkok. Host countries are nor- 
mally bound to accept officials holding 
UN passports. Since Kiryukhin departed, 
his responsibilities have been shared by 
Obminski, First Secretary Eugeni 
Kharitonov and Mikhail Shapovalov, who 
replaced the long-serving deputy trade 
representative, Viktor Bassenko, in late 
1982. 

Thai security officials claim there are 
about 40-50 Soviets in Thailand who 
either have been identified as, or are sus- 
pected of being, agents for the GRU or 
the KGB. If this figure is correct, it ac- 
counts for about half of the 86 Soviet offi- 
cials known to be working for the Soviet 
Embassy, Aeroflot, Tass newsagency and 
the official party newspaper Pravda, or for 
Escap and the Thasos Shipping and 
Agency Co., a joint business venture in- 
volving Thailand and the Soviets. 

The fact that the Chinese-speaking 





mbarrassing episode for Moscow. 


Barychev was caught with intelligence 
data on Cambodian installations was par- 
ticularly embarrassing to the Soviets. So 
too, no doubt, were the circumstances 
which forced him to take a flight to Hanoi 
— the Aeroflot flight to Moscow on May 
21, part of a three-times-weekly service, 
had a scheduled departure time five hours 
after the Thai deadline. 

"What the Rarychev case has proved,” 
said one Asian diplomat, *is that the 
threat coming out of the Soviet Embassy 
here is very real." Much of the Soviet fas- 
cination with Bangkok centres on two 
main areas — developments in Thai- 
Chinese relations and the type and 
amount of Chinese-made weapons reach- 
ing the Democratic Kampuchea coali- 
tion's resistance enclaves on the Thai- 
Cambodian border. It is clear now that the 
Soviets pass on tactical intelligence infor- 
mation to the Vietnamese, who are appa- 
rently in need of it. During fighting on the 
border in April, Vietnamese gunners 
landed dozens of artillery shells on a Thai 
firebase that had been abandoned some- 
time before. — JOHN McBETH 
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It took Marco Polo 
a lifetime to do 


what we doin aday 


“For the real traveller, the world is getting bigger” 
Marco Polo 
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ARCO POLO travelled far to bring together 

the wonders of East and West. But he never saw 
some of the places Cathay Pacific can show the real 
traveller today. Places he can reach in a day that would 
have taken Marco Polo a lifetime. 

Today, the real traveller flies in the hands of 
experienced pilots. Aboard our fleet of Rolls-Royce 
powered 747s and Super TriStars. Enchantingly 
attended by the grace and beauty of nine Asian lands. 
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Cathay Pacific is the airline that has chosen 
Marco Polo as its inspiration. 

For he was the world’s first real traveller. 
He discovered the best of East and West. 

And his secret is now ours. 

Cathay Pacific is the airline devoted to the real 
traveller. To you, the modern Marco Polo. 


THE REAL TRAVELLERS WAY. 
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the Chinese lacquer watch*. 


EZI 


060) Oft... 


ORFEVRES A PARI 


the dial, the bezel, the buckle, 





А new man іп 


he Xinhua 

newsagency, 
China’s unofficial 
diplomatic office 
in Hongkong, is 
about to get a new 
director. Former 
party first secre- 
tary and governor 
of Jiangsu pro- 
vince Xu Jiatun 


HONGKONG 


(left) is to replace Ww a 
lower- ан ang a || СЫМА 
who has held the eg since 1978. 

Xu's rank — he is also a party central 
committee member — suggests that he 
will have greater access to Peking's 
leadership, facilitating the task of keep- 
ing Peking better informed on the situa- 
tion in Hongkong. Xu will bring with 
him a new assistant, Li Shuwen, the Eng- 
lish-speaking head of the Overseas 
Chinese Affairs Office in Shanghai. 
Sources said that Wang, on his return to 


concerning 
ngkong issues, as his experience is re- 
garded as valuable. — MARY LEE 


Speaking more softly 


Chinese leaders 
between London a 


By Mary Lee 

Peking: China is 
<< apparently adopting 
«2 a more diplomatic 


stance with regard 
to the Sino-British 
talks on Hong- 
kong’s future. This 


impression was given to a delegation of 12 
Hongkong businessmen and professionals 
who met Xi Zhongxun, former governor 
of Guangdong province and now a vice- 
chairman of the National People’s Con- 
gress, during a visit to Peking from May 
16-22. 

Delegation spokesman Allen Lee, an 
industrialist and legislative councillor, 
told the Hongkong press: “Xi said China 
will work towards resolving the Hongkong 
problem through peaceful negotiations 
with the British, and that a satisfactory 
solution will bring honour to both coun- 
tries. He said China will handle the issue 
of Hongkong's future with great care and 
will not say or do anything to upset the 
prosperity and stability of Hongkong." 

The blandness of Xi's remarks to this 
group contrasts with the tone of comments 
brought back by earlier delegations which 
had met Liao Chengzhi, head of the 
Hongkong-Macau office in Peking. Liao 
had emphasised that Hongkong would be 
administered by local people after China 
recovered sovereignty in 1997, at the 
latest, and that the British governor and 
flag must go. These views were taken by 
local observers as indicative of Peking's 
rigid stance on the Hongkong issue. 

It was this rigidity that caused many to 
believe that Hongkong's prosperity and 
stability ran a poor second to China's pri- 
mary objective of recovering the dignity it 
lost in the 19th century to British gunboat 
diplomacy, which resulted in Hongkong 
becoming a British colony. Xi did not 
mention the Hongkong administration 
plan. His emphasis on peaceful negotia- 
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a more congenial stance on talks 
Peking on the territory's future 


tions and an honourable solution for both 
Britain and China, analysts said, suggests 
that while sovereignty is as non-negotiable 
as ever as far as China is concerned, Pe- 
king is ready to put aside the acrimony 
which followed British Prime Minister 
Margaret Thatcher's visit to Peking last 
September and get down to the real task of 
working out a solution acceptable to all. 

The group did not return with any de- 
tails on what China proposes to do after 
sovereignty is recovered. This suggests, 
the analysts said, that while there is no- 
thing new in what Xi said, it does take Pe- 
king's position back to where it was before 
the Thatcher visit. Peking became angry 
with Thatcher's assertion that the 19th- 
century treaties which established Hong- 
kong as a colony were legal and valid 
under international law. Peking has stead- 
fastly refused to recognise the treaties. 

Lee said the objective of his group's 
visit was to tell Chinese leaders that there 
was a confidence crisis in Hongkong. 
"China's proposal of administration by 
Hongkong people is believed by many to 
be Peking's solution. [We see] this as 
something that will upset the prosperity 
and stability of Hongkong. The fear has 
intensified, since it is believed that the 
talks are deadlocked." 

Lee said his group, which represented 
no one but themselves, informed Chinese 
leaders and officials that the current confi- 
dence crisis had led to the continuous 
weakening of Hongkong dollar — which 
fell to HK$7.08 against the American unit 
on May 24, a record low — despite a re- 
covery in exports and a narrowing of the 
territory's trade gap. The group also said 
new investment and reinvestment was lag- 
ging because of the uncertainty over 
Hongkong's future. Uncertainty was also 
causing an outflow of professional and 
managerial talent, Lee's group told the 
Chinese. 


Stronger at 
the roots 


China's sixth NPC is likely 
to set the seal on 
successful reforms 


By David Bonavia 

Peking: The Chinese leadership evidently 
feels it is on target for convocation of the 
sixth National People's Congress (NPC) 
in early June, following rejuvenation and 
renewal of the governments of nearly all 
the country's 21 provinces, five autono- 
mous regions and three centrally adminis- 
tered cities. 

While still chary of confrontation with — 
entrenched power-holders in the pro- 
vinces, elder statesman Deng Xiaoping's 
ruling group seems confident that rem- 
nant leftists and “old guard" factions can 
be gradually surrounded and isolated by _ 
the less powerful but more visible govern- _ 
ment organs. " 

The ground for this has been prepared 
by a series of high-level pronouncements 
on the need for party organs to concern ~ 
themselves with questions of ideology and 
morale, not daily administration. As sum- 
marised in one provincial report, from 
Hebei, the new style of government will 
retain the present system of one weekly 
conference chaired by the province's gov- 
ernor and will more closely integrate the 
work of various committees, offices and 
departments. The governor and vice-gov- 
ernor will skip attendance at lower-level 
routine meetings and will write their own 
speeches for meetings they do attend. 

Printed texts of speeches will be more 
sparingly distributed and meetings will be 
shorter and more localised. The provincial 
governments will also be expected to pay 
more attention to the views of the local 
people's congresses, the provincial arms 
of the Chinese People's Political Consul- 
tative Conference, and mass organisa- 
tions. Both the consultative conference 
and the provincial congresses have held 
most of their meetings in preparation for 
the sixth NPC in Peking, for which the ex- 
pected opening date is June 6, though 
postponements have been common in the 
past. 

A major task of the provincial and na- 
tional congresses is the approval of the 
current phase of the sixth five-year plan 
(1981-85). The plan depends to a consi- 
derable extent on the progress of 
economic reform, already well advanced 
in agriculture, but encountering difficul- 
ties in the more complex industrial sector. 

One of the NPC's main tasks will be to 
appoint a national president or chairman 
of the people's republic — the last such 
having been the late Liu Shaoqi, the most 
prominent victim of the Maoist Cultural 
Revolution, who died in prison in 1969. 
Earlier reports that Peng Zhen, the 
former mayor of Peking and another fa- 





mous victim of the Cultural Revolution, 
would be appointed, seem to be discre- 
dited. 

Peng, rehabilitated in 1979, still has im- 
portant work to do in the drafting of 
China’s new legal codes and may not want 
to spend too much time formally receiving 
foreign dignitaries — a principal function 
of the state president as envisaged under 
the new constitution promulgated last 
year. The Peking rumour mill now favours 
78-year-old Li Xiannian for the job of 
head of state. A skilful politician who sur- 
vived both the Cultural Revolution and its 
reversal after the purge of the Gang of 
Four, Li-has long been active in receiving 
distinguished foreigners and giving them 
the current line on Chinese policy, both 
foreign and domestic. 


t is thought that Deng would like to find 

a job to occupy Li, who has remained 
conspicuously aloof from the current 
programme of economic reform. This 
programme cancels out the system which 
Li helped plan and administer on behalf of 
Mao Zedong, in an attempt to reconcile 
leftist idealism with reality. Some obser- 
vers also believe Deng himself is still 
thinking of taking the post of head of 
state, which is the only top-level job he has 
not so far occupied or 
filled with his own 
proteges. 

However, even the 
sociable and talkative 
Deng might find the 
burden of formal 
meetings with foreign 
heads of state and 
government too tire- 
some. He already 
sees. most important 
visitors, in his capa- 
city as eminence grise 
of the party and gov- 
ernment, but he is 
spared the burden of 
most of the welcom- 
ing ceremonies and 
banquets. The forth- 
coming NPC has 
given Deng and his 
men their chance to ease out excessively 
elderly, uncooperative or leftist figures in 
the provincial government apparatus. 
This is a vital part of the reform pro- 
gramme, which is still blocked to some ex- 
tent by provincial party officials fearful of 
losing their power. 

Earlier plans for a full-scale purge of 
40% of the nearly 40 million party mem- 
bers have apparently not been dropped, 
but keep being postponed, doubtless for 
fear of their divisive effect. Reforming 
government organs and rejuvenating the 
provincial congresses are political gains 
for Deng, while Left-conservative party 
leaders in the provinces are progressively 
isolated and exposed to natural wastage. 
This is typical of the “slicing” tactics which 
Deng used to clear high-level leftists out of 
the politburo in.1977 and 1978. But it is be- 
coming a race against time, for Deng him- 
self will soon be 80 — well over the age 
limit he has set for most other leaders. 
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Li: favoured. 











а 
PALA UINN DGE 


С w e 
Nhi Xuan settlers: learning from past experience 





E 








VIETNAM 


Down on the state farm 


Hanoi sets up a new generation of economic zones in the 
south to replace earlier agricultural schemes which failed 


By Paul Quinn-Judge 

Ho Chi Minh City: Nhi Xuan state farm 
embodies many of the key political issues 
in southern Vietnam today — government 
efforts to retool broken-down policies and 
make them attractive to à sceptical consti- 
tuency, the continuing gap between old 
and new regimes and the grassroots popu- 
larity of one politburo leader. 

State farms — where all land, buildings 
and tools belong to the state — are the 
highest form of Vietnamese socialist ag- 
riculture. Nhi Xuan, 30 kms from the 
centre of Ho Chi Minh City, is the show- 
piece for a new generation of economic 
zones which, as cadres here explain 
ceaselessly, have "learned from the ex- 
periences" of the earlier zones. The ear- 
lier zones are now apparently associated 
with the failed policies launched at the 
Fourth Party Congress in 1976. And, al- 
most inevitably, the name that crops up in 
discussions with a Nhi Xuan cadre is that 
of Vo Van Kiet, Ho Chi Minh City's party 
chief from 1977-81. 

It was Kiet who spearheaded the 
analysis of the first-generation zones, said 
Ta Minh Quoc, Nhi Xuan's director. And 
it was Kiet who mobilised the so-called 
youth assault groups — voluntary commu- 
nity service work brigades organised along 
military lines — to open up new areas for 
agricultural production. Given Kiet's role 
in Nhi Xuan's founding, it is not surprising 
to find in the farm's cultural centre, a large 
concrete and brick structure strongly re- 
miniscent of an old-regime Protestant 
church, the words of two communist lead- 
ers above the centre's stage. On the left is 
a standard quotation of Le Duan, the 
party's secretary-general, and on the right 
a message to youth from Kiet. 

Kiet, another official notes, is popular 
among the assault youth, from whom the 
farm’s administration is drawn. “They 
often write him letters inquiring after his 





health and, whenever he comes to Ho Chi 
Minh City, groups go to visit him,” he 
said. When he was city party secretary, 
Kiet singled Nhi Xuan out for special at- 
tention. “He came here at least two or 
three times a year," a cadre said. Neither 
Kiet's successor, Nguyen Van Linh, nor 
the head of the Ho Chi Minh People's 
Committee, Mai Chi Tho, have shown 
similar energy. “Tho has been here once 
or twice in all," a cadre said, *and Linh has 
not been able to come yet." 

The big difference between the early 
zones and the new ones, Quoc said, is 
found in their preparation. Early zone 
settlers were provided with some building 
materials, then told to construct their own 
homes. A process of trial and error — 
punctuated often by hardship and hunger 
— preceded the identification of the best 
crops for the area. 

But at Nhi Xuan, Quoc said, the plan- 
ning has been *meticulous." Construction 
teams. drawn from the assault youth 
started clearing the land 18 months before 
the first settlers arrived. When the settlers 
came in mid-1981, Quoc said, they found 
ready for them wooden houses, each cost- 
ing about Dong 20,000 (US$2,200), 
bridges and basic community services, 
such as a creche and the community 
centre. By then, he said, agricultural spe- 
cialists had already determined that 
sugar-cane was the most suitable crop for 
Nhi Xuan's acidic soil. 


here are now 250 families on the farm, 

or about 1,250 people. The preliminary 
clearing and construction work has so far 
taken up the energy of almost the same 
number of assault youth. 

When new land and houses are ready, 
Quoc said, the farm informs the Ho Chi 
Minh City Commission for New Eco- 
nomic Zones, which then "mobilises" 
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Kiet: spearheading the plan. 


settlers. Most of them are either “tem- 
porarily unemployed," Quoc said, or “do 
not have a stable way of life," a 
euphemism often referring to people liv- 
ing or trading in the city without official 
registration. Would-be settlers are told 
about conditions at Nhi Xuan, Quoc said, 
and they usually send a member of the 
family to have a look. No compulsion is 
used, he said. 

New settlers are given free housing, 
basic furniture and agricultural tools. 
They are also fed by the government for 
the first six months. This is necessary, offi- 
cials explain, not only because they have 
to adjust to a new setting, but because 
many of them have no farming experi- 
ence. After six months the settlers are ex- 
pected to be able to fend for themselves 
and should, by Quoc's reckoning, make 
about Dong 14,000 per family annually. 
This is largely a theoretical calculation as 
few settlers have been in Nhi Xuan for a 
full year and none has been there for a 
working year — that is, a year after their 
six-month grace period. 

The theory, however, runs like this. 
The state invests labour for clearing and 
improving the land, materials such as fer- 
tiliser and services such as the creche and 
cultural centre. The state estimates these 
to be worth Dong 19,000 a year. Each 
family is thought to be able to cultivate 1 
ha. of sugar-cane, which should produce 
up to 25 tonnes annually. The first 15 ton- 
nes must be sold at official prices to the 
state, which is supposed to recover its in- 
vestment and make a profit. Any surplus 
can be sold on the open market on a con- 
tract basis — another key factor in Nhi 
Xuan's success so far, officials say. The 
farmers' income should be roughly equi- 
valent to the monthly salary of a middle- 
level cadre, the theory goes. Quoc's in- 
come is about Dong 450.a month, includ- 
ing bonuses. 

The settlers are also said to receive side 
benefits. As members of a state farm they 
do not pay taxes. These are included in the 
state's Dong 19,000 capital investment, 
Quoc said. Settlers of military age get 
draft deferments "until their life on the 
farm is stabilised," Quoc said. Nobody 
could say how. long that might be, but 
cadres said there had been no draft- 
registration programme at the farm yet. 
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usually about one-tenth of black-market 
prices, 

Brief conversations with settlers — con- 
ducted with the encouragement, but with- 
out the presence of officials — enabled vi- 
sitors to hear their views. One man in his 
mid-30s had spent more than seven years 
in a new economic zone in Hau Giang pro- 
vince, near the Cambodian border. At 
first he and his family had been able to 
make a living there "but gradually things 
got worse. Finally there was no water," he 
said. He came directly to Nhi Xuan, 
planted pineapple and sugar-cane, and so 
far has been making about Dong 1,000 a 
month. 

A neighbour seemed less satisfied. He 
had spent a year in another zone, he said, 
then went back to Ho Chi Minh City to 
live with relatives. His family had just 
finished their six months on government 
food and were worried about the future, 
especially because of insect infestation 
which had attacked some of their crops. 
He had come to Nhi Xuan, he said, be- 
cause officials “kept coming to my house 
and asking me why I wasn't working. 
Eventually I came to look at Nhi Xuan and 
it seemed relatively all right." 


M; of the settlers are products of the 
old regime. Officials say that almost 
all are former Army of the Republic of 
Vietnam soldiers, and more than 60% 
have spent varying amounts of time in 
economic zones along the Cambodian 
border. Quoc dodged the question of 
whether any of them had contact with re- 
volutionaries during the war. The war di- 
vided families he said, so everyone had re- 
volutionary relatives and collaborator re- 
latives. Although this might be true, none 
of the settlers is a member of the party or 
its youth group. There is only one 15- 
member party branch on the farm, a cadre 
said. All members are farm officials and 
all are relatively new. The political gulf in 
the farm mirrors a similar gulf in southern 
Vietnamese society. 

Quoc and one of his assistants are suc- 
cess stories of the new regime. Quoc is 34 
and was an economics student in Saigon 
when the communists took over the city 
eight years ago. He was from a working 
family, he said, but he had no contact with 
the underground before victory. Soon 
after the communist victory he joined a 
youth assault group and worked in most of 
the new economic zones before coming to 
Nhi Xuan. He is married, but his wife lives 
and works in the city. He is a new party 
member and is clearly committed. 

One of his assistants has an even more 
interesting story. A new party member 
like Quoc, he comes from the nearby pro- 
vince of Long An, He is a veteran of three 
other zones, and he served in the army in 
Cambodia for a year. He was a secondary- 
school student when the communists took 
over in the south, He has 13 brothers and 
sisters and, he cheerfully admitted, comes 
from a family of “puppet police officials 
including a colonel.” As for family 
background, which refugees and the disaf- 


regime, this has apparently not affected 
him. 

Set against this are the rank-and-file as- 
sault youth. One, repairing one of the 
farm's chronically ill trucks, said that he 
enjoyed life at Nhi Xuan. “I like working 
outside," he said, “and we can go back to 
Ho Chi Minh [City] some Sundays." 
Asked whether he planned to settle in à 
new economic zone, he said unenthusias- 
tically, “perhaps.” 

Other settlers bore a strong re- 
semblance to what officials call “bad ele- 
ments” from Ho Chi Minh City. Two of 
them were liberally sprinkling their con- 
versation with the strongest Vietnamese 
obscenity and making no effort to hide 
their contempt for the cadres and the 
farm. They hinted that they were at Nhi 
Xuan against their will, but refused to go 
into details on the grounds that the jour- 
nalists visiting the farm were “certainly 
communists.” 


Knowledgeable Vietnamese later sug- — 


gested two possible explanations for the 
presence of these two. One was that they 
had been given the option of volunteering 
for the assault youth as an alternative to 
more conventional punishment for delin- 
quency. The other was that they were try- 


ing to regain permission to live in Ho Chi ^ — - 


аск of hope for advancement in the 





Minh City. One way of doing this, the - 


sources said, was through service in the 
army or the assault youth. a 
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The South China Morning 
Post's blockb s ster reference 


An invaluable reference book. 


A priceless mailing list. 


This comprehensive listing of 
7 Hong Kong's top people wi: 

- photos has now ‘been updated. 
in compiling the names 
included in this book, the 
editors and researchers 
selected those figures who are 
leaders in their fields; in 

business, finance, commerce, 
banking, the arts, sport, 
government, the media, the 
professions, manufacturing 
and other spheres. 

: Over 1,500 individual names 
and addresses, most of which 
are illustrated by photo- 
graphs, make this a valuable 
reference book and an up- 
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media with a wealth of 
information on the people 
involved in these institutions. 
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Ballot boxes under armed guard: ‘a civil war, not an election.’ 


SRI LANKA 





Victory amid violence 


The ruling United National Party scores parliamentary 
gains in elections marred by unrest in Tamil districts 


By Manik de Silva 

Colombo: In what one local newspaper 
described as a “winning streak," President 
Junius Jayewardene's ruling United Na- 
tional Party (UNP) won 14 of 18 par- 
liamentary by-elections on May 18 and 
also held 37 municipal and urban councils 
in nationwide local elections. But both the 
campaigning and the elections themselves 
were marred by violent protests and fatal 
shootings concentrated in Tamil-domi- 
nated northern districts. 

"It's a remarkable victory," exulted 
Prime Minister Ranasinghe Premadasa. 
“The people have been wise and showed 
that they have not been fooled by opposi- 
tion propaganda." Trade Minister Lalith 
Athulathmudali, who played an impor- 
tant campaign role, said: "These results 
consolidate our successes at the presiden- 
tial election last October and the De- 
cember referendum. The people, obvi- 
ously, have rejected the opposition's call 
for a-general election." 

The opposition claimed that the contest 
had not been fair. "It was a civil war and 
not an election. The voters had to contend 
not only with false propaganda but also 
thuggery and abuse of state machinery by 
the UNP,” said T. B. Ilangaratne, deputy 
leader of the Sri Lanka Freedom Party 
(SLFP), who led the opposition campaign 
in the absence of former prime minister 
Sirimavo Bandaranaike. Mrs Ban- 
daranaike was undergoing medical treat- 
ment in Yugoslavia. 

The UNP had good reason to be satis- 
fied with the results, particularly because 
the elections were held barely three 
months after a currency devaluation and 
price increases in a range of essential 
goods which substantially increased the 
cost of living. Jayewardene had acknow- 
ledged that the by-elections were not in his 
government's interest, but "in the interest 
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of democracy." Further, the contests were 
held in constituencies the ruling party had 
lost both at the presidential election last 
October and the national referendum held 
two months later for a mandate to extend 
the sitting parliament by six years. 

From the government's point of view, 
the results give the extension of the par- 
liamentary term some legitimacy, though 
the opposition has signalled it will con- 
tinue the campaign for a general election 
this year. But the opposition fared poorly 
— the SLFP took only three seats and the 
Mahajana Eksath Peramuna, a relatively 
minor party, one. The opposition demand 
is thus not likely to have much impact 
either with the government or, for that 
matter, with opposition supporters who 
are unlikely to enter eagerly into what 
would now appear to be a hopeless battle. 


he race that attracted the most interest 

was the contest at Mahara, a suburb of 
Colombo, where the SLFP ran Vijaya 
Kumaranatunge, Mrs Bandaranaike's 
film-actor son-in-law, who is a rising star 
in the opposition firmament. Relations 
between him and Anura Bandaranaike, 
the former prime minister's son, who as- 
pires to SLFP leadership, are strained. 
Most observers here are certain that 
Anura and his loyalists were relieved that 
Kumaranatunge lost the seat — if only by 
a mere 45 votes. 

Kumaranatunge, who is married to Mrs 
Bandaranaike's daughter, Chandrika, has 
demonstrated remarkable campaigning 
abilities in recent months. He was one of 
the principal backers of Hector Kob- 
bekaduwa, who fought the October presi- 
dential election for the SLFP. This is a slot 
that Anura wanted for himself and, ac- 
cording to many observers here, Mrs Ban- 
daranaike would have liked to have seen 


tunge's entry into parliament would have 
given him many opportunities of strength- 
ening radical forces within the SLFP. 

Between nominations-and polling day. 
militant youths who have launched a vio-: 
lent campaign for a separate state for (ће | 
country’s minority Tamil community, 
which is concentrated in the northern; 
Jaffna district, attempted to disrupt the | 
local elections. They first killed two UNP 
candidates and the secretary of the ruling. 
party's Jaffna district organiser — both, 
were shot on busy streets in broad day- 
light. This was followed by demands that. 
other candidates must withdraw. l 

These tactics were not without results. | 
The All-Ceylon Tamil Congress, the less- 
er of the two major Tamil parties, an- 
nounced that it was withdrawing from (ће! 
race at the request of the “freedom fight- 
ers,” The Tamil United Liberation Front 
(TULF), by far the most influential politi- 
cal force among the Tamils, argued that 
withdrawal would mean giving the UNP 
the northern and eastern local bodies.. 
However, the TULF did not prevent indi- 
vidual candidates on their party list from 
withdrawing — and many did. Many UNP 
candidates also withdrew. 


Despite the strenuous efforts of TULF | 


leaders to get their supporters to the poll, 
the turnout in the north was a record low. 
In the Point Pedro Urban Council area, 
only 1% of voters turned out. At Velvit- 
titurai, it was 2%. The turnout in the 
Jaffna municipal election was 14% , and in 
the Chavakachcheri Urban Council 15%. 
The TULF won them all, but the party 
could not have missed the message that 
the voters were either frightened or had 
responded to the boycott call. "There was 
some of both," one observer said. 

The violent pressure to disrupt the elec- 
tions in the Jaffna district was maintained 
right up to election day. Before the polls 
opened on May 18, several polling stations 
were attacked with home-made bombs. 
Hoax parcel bombs were placed at some 
stations and at others there were packages 
that held explosives. There were two en- 
gagements between troops and militants 
on the streets. But the major confronta- 
tion came after the voting ended, when a 
gang of young men armed with bombs, 
grenades and automatic weapons stormed 
a polling station two miles from Jaffna in a 
bid to seize the ballot boxes. 

They did not succeed, but they did kill 
an army corporal on guard duty and 


wound four policemen and another sol- . 
dier. A few hours later, in what was clearly . 


a retaliatory strike, servicemen resentful 
either of public support for the violence or 
of the apathy that had permitted many 
policemen and soldiers to be shot in public 
places in the north, started fires in Jaffna 
town. Several million rupees worth of 
damage was done before the soldiers were 
pulled back to their barracks. 

In an angry statement, TULF leaders 
Appapillai Amirthalingam and M. Siva- 
sithamparam said: "It is high time the gov- 
ernment reviewed its whole policy of seek- 
ing to rule the Tamil people with an army 
of occupation which behaves no better 
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ution to the whole 
problem. We feel that the continued pre- 
sence of the army in the Tamil areas will 
only exacerbate feelings further and the 
sooner the army is withdrawn, the better 
for the government and the Tamil 
people.” 
The TULF claimed that “no one in his 
senses” would doubt that the party had 
‘wholly repudiated the policy of senseless 
violence and destruction. It, too, was sub- 
‘ject to the pressure and violence of the 
groups demanding a boycott of the elec- 


| tions. "The army authorities admit that a 


group of youths fired the shots and ran 
away and the people of the neighbour- 
hood were innocent," the TULF said. 
*But they were made the victims of the 


— army violence and arson.” 


The party claimed that more than 150 
houses were burnt and a number of vehi- 
cles and other property were destroyed. It 
alleged that there is *unimpeachable evi- 
dence" of theft and asked: “Do the army 
authorities expect the people to be grate- 
ful for what they did and can they hope for 
cooperation?" The TULF said there were 


С other incidents apart from the shootings 
` and said these were acts of “racial venom" 


ithat would further embitter the people. 

| “What happened in Jaffna after the 
shooting is exactly what the terrorists 
want,” a senior police officer said. “They 
want the people to be resentful and embit- 
tered with the army.” There had been 
similar retaliatory strikes by the police 
after policemen had been shot in the 
north. In 1981 two policemen were killed 
ata TULF meeting and the police went on 
a rampage of arson in Jaffna, burning 
down the house of the Jaffna MP and the 
town's prized public library. “Suffering 
has become a way of life in Jaffna,” a 
Tamil journalist wrote after the May 18 
shootings. 


he situation is now ripe for more vio- 

lence. The Sinhalese majority deeply 
resent the activities of the militants and 
Jayewardene made a campaign plank of 
the fact that one opposition candidate had 
promised to link up with the “freedom 
movement” of the north. “There can be 
no stronger encouragement of the ter- 
rorists than this,” the president declared. 
Although the government’s campaign 
thrust was that it was in power until 1989 
and nothing tangible can be gained by 
sending opposition MPs to parliament, 
the UNP discerned that a single rash state- 
ment by an opposition candidate could 
win it votes in the south. 

The tragedy of the by-election results 
for the country is that the hopelessly di- 
vided opposition has been unable to put 
experienced and effective political vete- 
rans into parliament to make it a more 
vigorous forum of public opinion. Narrow 
personal considerations have thus 
triumphed over соттоп opposition 
causes. The results also showed that the 
Janatha Vimukthi Peramuna, or People’s 
Liberation Front, which has considered it- 
self to be the dominant leftist force, has 
lost much ground. [г] 
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Protesters meet a US warship in Japan: turn away, say the Soviets. 





FOREIGN RELATIONS/JAPAN 


The carrot and the stick 


Moscow launches a good guy-bad guy campaign aimed at 
discouraging Japan from beefing up its defence forces 


By Christopher Dobson 

London: The Soviet Union has mounted 
a carrot-and-stick campaign against Ja- 
panese Prime Minister Yasuhiro 
Nakasone’s plans to modernise Japan’s 
defence forces. On the one hand the 
Soviet press threatens Japan with “a na- 
tional disaster more serious than the one 
that befell it [in 1945]," and on the other, 
Soviet Deputy Foreign Minister Mikhail 
Kapitsa assures the Japanese that no nu- 
clear missiles are targeted on Japan. 

Soviet Foreign Minister Andrei Gro- 
myko waved the stick at a press confer- 
ence on April 2, insisting that Soviet mis- 
siles were needed in Asia to counter Unit- 
ed States missiles based in Japan. 
“Japan,” he claimed, “and the water sur- 
rounding Japan are crammed with nuclear 
weapons and carriers. The island of 
Okinawa is an enormous nuclear-weapons 
base.” A few days later Kapitsa, conve- 
niently disregarding his boss’ accusations, 
produced the carrot. Moscow, he told Ja- 
panese Vice-Foreign Minister Niobo Mat- 
sunaga, was prepared to conclude an 
agreement guaranteeing that it would not 
use nuclear weapons against Japan if 
Japan maintained its "three non-nuclear 
principles" banning the introduction, 
manufacture and possession of nuclear 
weapons. 

This carefully planned tactic by the two 
senior Soviet officials looked like a classic 
example of the "soft man-hard man" ap- 
proach. Hard-man Gromyko's accusa- 
tions were immediately rebutted by 
Nakasone. "Neither arms nor nuclear 
bases exist in any part of Japan," he said, 
adding: “In addition, we are strictly abid- 
ing by the three non-nuclear principles." 

But despite Nakasone's denial, the offi- 
cial Soviet newspaper Izyestia returned to 
the attack, claiming that Japan had al- 


ready violated the three principles, and 
that Japan's Self-Defence Forces were 
being expanded and modernised beyond 
the point of self-defence with the ultimate 
aim of integrating them into US strategic 
planning. [zvestia also made the threaten- 
ing point that in the event of a war in Asia, 
Japan's geographical position placed it in 
a role analogous to that of West Germany. 
In plain language, it meant that Japan 
would be the first Asian country to be at- 
tacked by Soviet forces. 

The official Soviet newsagency Tass 
joined the game on April 4, using com- 
munist jargon to threaten that “the Soviet 
Union and socialist countries will not re- 
main indifferent to the plans of further 
drawing Japan into the US nuclear stra- 
tegy." But the following day out came the 
carrot again, with the Soviet party news- 
paper, Pravda, reporting in friendly fash- 
ion that Soviet Prime Minister Nikolay 
Tikhonov had received the Japanese am- 
bassador to discuss questions of “mutual 
interest." 


he campaign is aimed at the Japanese 

people over the head of their govern- 
ment. Look, it says, if you allow Nakasone 
to carry on with his plans, you are risking 
nuclear annihilation. Abandon your new 
weapons, turn your backs on the US and 
trust Moscow. Then you will come to no 
harm. y 

It is the same message which is being 
used in the so-called peace campaign in 
Europe against the introduction of Cruise 
missiles in Nato countries. And the two 
campaigns are linked, because in any com- 
promise worked out between Moscow and 
Washington limiting intermediate nuclear 
weapons, the US would insist that the 
Soviet SS20 missiles deployed in Soviet 
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Asia — and presumably targeted on 
Japan, despite Kapitsa's assurances — 
would have to be part of the deal. 

There is, however, a fundamental dif- 
ference between the two campaigns. The 
one aimed at Europe is conducted with 
considerable finesse; with the strings lead- 
ing to the puppet master barely visible. 
But that aimed at Japan js relatively 
crude, couched in language not normally 
used by one country towards another in a 
time of peace. The reasons for this differ- 
ence in approach are complex. 

The first of these reasons goes back to 
the atomic bombing of Hiroshima and 
Nagasaki. In a simple political calculation, 
the Kremlin formula says that the national 
trauma inflicted on Japan by the bombs 
has so eaten into the Japanese soul that 
the nation will never risk coming under 
nuclear attack again, and therefore there 
is no need for subtlety. 

The second reason is a sense of racial 
superiority on the part ofthe Russians that 
has been a thread in Russia's relations 
with Japan ever since the last tsar felt he 
had a sacred mission to protect Europe 
from the “Yellow Peril” in the war of 
1905. Their defeat in that war should have 
taught the Russians the lesson that the Ja- 
panese are not an inferior race, but 
paradoxically the shock of defeat seemed 
only to intensify the old prejudices. 

The third reason for the difference in 
Moscow's approach to Japan is fear that 
Japan's growing military strength and its 
acceptance of an increased role in the de- 
fence of northeast Asia will erect one 
more bastion in the nuclear wall with 
which Moscow sees itself surrounded by 
the US and its allies. And there is another 
fear — the possibility of a Japanese al- 
liance with China. 

The nightmare that must haunt the 
Kremlin's planners is that Japanese tech- 
nical expertise and capacity for organisa- 
tion will one, day become allied with the 
Chinese masses. It is this which gives rise 
to urgency and crudity. 
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FOREIGN RELATIONS/CHINA 


Comradeship in a whisper 


Subtle gestures by China indicate it wants to 
improve party ties with East European countries 


By Nayan Chanda 

Bangkok: In a barely audible whisper, 
China has taken the first step towards re- 
storing party-to-party relations with the 
communist parties of Eastern Europe. In 
one manifestation of this, Chinese offi- 
cials have begun calling their East Euro- 
pean counterparts “comrades.” 

When on April 27, Chinese Ambas- 
sador to Thailand Shen Ping welcomed 
Bulgarian, Czechoslovak, East German, 
Hungarian and Polish ambassadors to the 
new Chinese Embassy building as “com- 
rades,” they were all taken aback. “The 
Chinese ambassador pronounced the 
word ‘comrades’ so softly that [my ambas- 
sador] was not sure he heard correctly,” 
said one East European diplomat. 

The opening ceremony of the sumptu- 
ous new Chinese Embassy building in 
Bangkok provided the occasion to show 
that, after nearly a decade of China's re- 
jection of so-called revisionist parties, the 
East European envoys were back in Pe- 
king's good books. 

Sources close to Peking told the 
REVIEW that the Chinese party has in fact 
taken a decision to take gradual steps to 
normalise relations with the Soviet bloc 
parties. The sources said that while still re- 
fusing to have party relations with the 
Soviets, China would try to develop 
fraternal relations with those parties 
which do not practise “hegemonism” — 
that is do not have troops abroad. Accord- 
ing to the Chinese analysis, the Soviet 
Union, Vietnam and Cuba cannot be con- 
sidered fully socialist because of their mili- 
tary presence outside their frontiers. The 
sources were, however, not certain about 





the status of the Lao and Mongolian 
parties in the eyes of Peking. 

Other than China's objection to 
"hegemony," sources say Peking also re- 
fuses to accept the Soviet concept of a 
socialist camp as a monolithic bloc under - 
the leadership of Moscow. China has stop- = 
ped labelling parties as revisionists or 
renegades and accepts the right of each 
party to devise its own strategy and pursue 
a policy suited to national conditions. 

In pursuance of this policy, the Chinese 
Communist Party has normalised rela- 
tions with the French Communist Party, 
and the Communist Party of India-Marx- 
ist, both of which have been critical of 
China in the past. Analysts speculate that 


current Chinese policy on fraternal rela- — 


tions is as much a reflection of China's new 
pragmatic ideological orientation as it is 
an attempt to weaken Moscow's hold over 
its East European allies (REVIEW, May 
26). It is, however, doubtful whether Pe- 
king will succeed in its second objective, 


n East European source here said the 
Soviet Union has not tried to discour- 
age the friendly relations developing be- 
tween China and the Soviet-bloc countries 
because Moscow is sure of its dominant 
position. Nevertheless, the East bloc 
countries tell China, the source said: “We 
can meet, we can flirt, but we can't make 
love to you as long as our Soviet friends 
are not included." This, of course, has not 
prevented these countries from develop- 
ing economically beneficial relations with 
China. 
In 1983 Polish trade with China is sche- 


If you are trading with Australia, or thinking of doing so, consider 
the advantages of dealing with a large, i 

international bank that is domiciled in Australia. 

The Commonwealth Trading Bank of Australia, with its large 
network of branches, throughout Australia, is such a bank, 
providing the full range of domestic and international services 
essential to meet your needs. 


These services extend from simple trade introductions and the 
settlement of trade transactions, through foreign exchange 
(especially AUD and NZD) to the financing of large commodity 
transactions. And these services are provided with the expertise 
you would expect from a member of one of Australia's largest 
banking groups — the government-backed Commonwealth Banking 


Corporation. 


For all your enquiries about trade with or investment in Australia 


contact : 


J. G. (John) KOCH 
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duled to increase 5 
year. Recent Chi 

voiced support for the present Polish 
regime and has been critical of Western in- 
fluence in the country. In March China an- 
nounced its plan to offer an interest-free, 
long-term loan to Poland to finance its im- 
ports from China. Sources said China has 
also offered to give Hungary a hard cur- 
rency loan to help it tide over its balance- 
of-payments difficulties. China's trade 
with East Germany is also to increase by 
25% over 1982. 

According to a Thai Foreign Ministry 
source, one practical consequence of 
China's policy of charm towards the 
Soviet-bloc countries could be a cooling of 
Eastern Europe's ardour — which was 
never excessive — for Vietnam. China has 
informed the Thai Foreign Ministry that 
Hungary and East Germany have pri- 
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АЫЛ оп Магсһ 
1. It was not possible to verify this claim 
and there is no indication in those two 
countries’ media that they indeed support 
the Chinese solution to the Cambodia 
problem. 

But it is possible, a Thai Foreign Minis- 
try source speculated, that the Hungarians 
and East Germans agree to the principles 
of evacuation of foreign troops and self- 
determination contained in the five points 
without specifically supporting their appli- 
cation. After all, both countries maintain 
embassies in Phnom Penh and publicly af- 
firm support for the Heng Samrin regime. 

Whether this Chinese claim of discreet 
Hungarian and East German support for 
Peking’s policy is true or not, the fact that 
Peking has started wooing Vietnam's East 
bloc friends cannot bring cheer in Hanoi. 


lan for Cambodia larch 





that it will ot sacrifice /ietnam for the 
sake of improving relations with China. 
But China's strengthening of comradely 
ties with the Soviet-bloc countries may 
proportionately reduce the warmth of the 
latter's relations with Vietnam. 

It is certain that China's comradely dip- 
lomacy towards erstwhile unfriendly par- 
ties is partly motivated by considerations 
of psychological warfare. According to a 
Hanoi-based diplomat, late last year when 
Hanoi was showing signs of nervousness 
about the beginning of the first round of 
Sino-Soviet normalisation talks, Chinese 
diplomats in the Vietnamese capital fre- 
quently called up their Soviet counter- 
parts for long telephone chats on banal is- 
sues only to worry the Vietnamese who 
carefully monitor embassy telephone 
lines. 





FOREIGN RELATIONS/INDIA 


To buy or not to buy? 


Defence planners are being pushed to increase purchases 


of arms from Moscow to 


By A Correspondent 
New Delhi: With both of its traditional 
military rivals — China and Pakistan — 
modernising their weaponry, Indian de- 
fence planners are debating whether to 
purchase more Soviet arms. While Prime 
Minister Indira Gandhi's government has 
not reversed its predecessor's policy of di- 
versifying the country's sources of foreign- 
made military hardware, an argument for 
increased arms purchases from the Soviet 
Union is attracting support because of the 
huge trade imbalance in India's favour 
with the Soviet bloc (page 96). 
Opponents of this argument assert that 
it is unwise to buy Soviet arms, which the 
opponents consider to be technically in- 
ferior to other foreign-made equipment, 
simply to use up an accumulated trade 
surplus estimated to be about КЫ 1.5 bil- 
lion (US$2 billion). The opponents, who 
also object to what they see as New 
Delhi's continued strong links with Mos- 
cow and with that country's communist 
neighbours, claim that pressure to buy 
arms from the Soviets will peak at the end 
of this year during Soviet party leader 
Yuri Andropov's scheduled visit to India. 
They note that Soviet Deputy Foreign 
Trade Minister I. T. Grishin visited New 
Delhi in late April, and claim part of 
Grishin's mission was to push arms sales. 
India did agree then to buy an unspecified 
number of armoured personnel carriers. 
Payment arrangements for Soviet arms 
imports, and the amounts of Indian cur- 
rency and foreign exchange involved in 
payment, are kept secret. Also kept secret 
is how much money India has held as a 
cumulative surplus in roubles and East 
European currencies over the years of 
bilateral non-military trade with Soviet- 


t a growing trade surplus 


bloc countries. Soviet-held rupee ac- 
counts in India are also shrouded in sec- 
recy, and allegations that the Soviets use 
some of these funds to finance the Com- 
munist Party of India, other pro-Soviet 
groups and even Mrs Gandhi's Congress 
party have been made both outside and in 
parliament. 

In May, Indian Commerce Minister V. 
Р. Singh told parliament that arms pur- 
chases from the 
Soviet bloc were 
paid for over 20-30 
years through In- 
dian exports of un- 
specified "special 
goods" that did 
not appear in an- 
nual official statis- 
tics. He did not say 
what the special 
goods were, nor 
did he disclose 
rates of interest 
charged by the | Singh: new figures. ™ 
Soviets. Previ- 
ously, it was generally believed that arms 
purchases from the Soviets and their allies 
were paid for over 12-15 years, with in- 
terest rates of 2.25-4.5%. 

Some conservatives in India also argue 
that the Indo-Soviet military relationship 
has been a two-way street in the past, not 
of benefit to India alone. While Moscow 
alone once sold weapons to New Delhi at 
prices the Indian economy could bear, 
India in turn served the Soviet Union as a 
security buffer on its southern flank. Be- 
sides, the Soviets saw India as strategically 
important to them in any showdown with 
the United States in the Indian Ocean 





and also as a potential ally in bolstering 
communist strategy in the Middle East. 

The counter to this argument is that 
Moscow has faithfully supported New 
Delhi militarily when India was in need. 
Proponents of this position point to Mos- 
cow's support for New Delhi during 
India's border war with China in 1962 and 
its support for India during the Indo- 
Pakistan wars of 1965 and 1971. 

The government has never disclosed 
precise figures on the quantity or cost of 
arms purchased from the Soviet bloc, but 
unofficial estimates suggest that between 
1971-81 New Delhi bought Soviet arms 
worth КЫ 20 billion. These estimates as- 
sume that about 10% of the value of 
India's known commercial imports from 
the Soviet bloc during that period went to- 
wards military hardware. India is believed 
to have in its Soviet-made arsenal about 
1,000 tanks, 47 naval vessels of various 
sizes, 478 aircraft, including 300 MiG21s 
and 16 MiG25s, and 120 anti-aircraft mis- 
siles. It also currently has on order 600 T72 
tanks, two destroyers, two frigates, and 67 
aircraft, including 16 MiG23s and eight 
MiG25s. 

India has had its doubts about the qual- 
ity of Soviet equipment and the willing- 
ness of the Soviets to transfer military 
technology to India's arms industry. In- 
dian commanders have noted the dismal 
performance of Soviet weapons in the 
Middle East in wars between Egypt and 
Israel and also during last year's clash be- 
tween Israeli and Syrian forces in Leba- 
non when Israel's US-supplied fighters 
destroyed 80 Soviet-made MiGs in 24 
hours. 

Also, Western arms producers are 
no longer reluctant to sell arms to India 
and are willing to sell the technology 
India needs to produce these arms locally. 
India has already bought advanced 
weapons systems from such Western 
countries as Britain and West Germany, 
and it plans to buy more. Although West- 
ern-supplied hardware is more costly than 
that made in the Soviet-bloc countries, 
India is beginning to appreciate the differ- 
ences in quality. 
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In all the world, few things receive international recognition. 
BankAmerica Travelers Cheques do. They are carried with confidence 
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currencies. And they are the only travelers cheques that carry the backing 
of BankAmerica Corporation, a leader among the world’s foremost 
financial institutions. BankAmerica Travelers Cheques. 

Is it any wonder they are known as World Money? 
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The new 
BMW 3-Series. 


Never before have 
so many top-class 
qualities been 
presented in such 
compact 


dimensions. 


The new BMW 3-Series: there is no longer 


The new BMW 3-Series: the right route to 





any good reason for accepting less than 


real exclusivity. 





the best in this class of car. 

The new BMW 3-Series is much more than 
a superficial range change. 

With the new 3-Series, BMW offers you all 
its unrivalled experience in creating the 
kind of quality product, which has earned 
such an enviable world-wide reputation 
for the “Made in Germany” label. 

And the new BMW 3-Series is much 

more than a statement of manufacturing 
excellence. 

Because these cars also set completely 
new standards in automotive technology- 
for increased safety, increased comfort 
and greater economy. 

The fascinating result is a totally new 
range of cars with all those attributes 
which up to now have only been available 
in the so-called luxury class of car. 





The new BMW 3-Series: there’s more 
than one reason why BMW sets the pace 
incompact cars. 

Firstly, they incorporate all the research 
and development experience, and all the 
manufacturing facilities and skills that 
went into making their larger counterparts 
so successful in the top-line, luxury car 
market all over the world. 

The result: the new compact BMWs 

are in a class of their own through a level 
of manufacturing quality that you would 
normally only associate with much more 
expensive cars. 

Secondly, with the new 3-Series we've 
taken all the proven technologies from 
our top range, then developed and refined 
them further to suit the special require- 
ments of a smaller, more compact car. 











The result: a totally new driving experi- 
ence through the application of inno- 
vative, advanced electronics for improved 
performance, durability and reliability. 
Thirdly, and underlying everything else, 
are the new standards they set in terms of 
overall quality, refinement and comfort. 
They are immediately apparent at 

first glance in the smallest design details, 
in the unusually sophisticated and 
carefully thought-out relationship of the 
individual fittings and equipment, in the 
ergonomic and functional design of the 
cockpit controls and instruments, as well 
as in the choice of finishing materials. 
Theresult: a standard of detail quality that 
isn't even available on larger, more expen- 
sive cars. 

And the basis for all these new develop- 
ments is a DM-investment of several 
billions over just a few years, with the aim 
of creating a superior product in terms 

of both progressive te chnology and 
finished quality. 


What does “exclusive” really mean? 
Nothing more — or less – than exceptional. 
And seen in this light, the new 

BMW 3-Series is exceptionally exclusive. 
Because for today's demanding and 
discerning drivers they offer everything 
you would normally only expect from a 
top-class, luxury car. 

On the one hand, a car that has been built 
by a manufacturer with a genuine heritage 
and tradition. 

And on the other, a car which through 

the application of advanced technologies 
is completely in tune with our times. 

So the next time you're out looking for a 
new car, don't be hoodwinked by comm- 
onplace solutions. 

Make sure that as well as settling for a car 
which reflects your position in lifethrough 
its exclusivity and dynamic character, 
you also buy a car which offers you every- 
thing that technological progress and 
manufacturing quality can offer you today. 
So opt for the overall quality of a new 
BMW 3-Series car. 

And treat yourself to the very best of BMW 
in its newest dimensions. 

And if you'd like to find out more about 
all the other differences between the new 
BMW 3-Series and that faceless group 

of vehicles, which cannot conceal 

their pedestrian heritage, just write to us 
for more information. 

You'll quickly discover that some cars 
may manage to match us for size but never 
for principles. 


The new BMW 3-Series. At last, compact 
cars acquire what they've always lacked 
upto now —top-class quality and technical 
stature. 

Model and equipment availability 

in the BMW international range may vary 
from country to country. 


Japan: 
BMW Japan Corp., 12-24-4 Chome Nishiazabu, 
Minato-ku, Tokyo 106, Tel.: (03) 499-6811 


Hong Kong: 
BMW Concessionaires (H.K.) Ltd., 61-63A, Waterloo 
Road, Kowloon, Tel.: 3-7145271-5 


Indonesia: 
P.T. Tjahja Sakti Motor Corp., Jl. Cikini Raya 70, 
Jakarta Pusat, Tel.: 348203/321375 


Malaysia: 

BMW Concessionaires (M) Sdn. Bhd., 42, 42-1, 
Jalan Sultan Ismail, Kuala Lumpur 05-12, Tel.: 413181 
Singapore: 

Performance Motors Ltd., 475, Tanglin Halt Road, 
Singapore 0314, Tel.: 6387 88 


Brunei: 

Performance Company Ltd., No. 1 Bangunan Gadong 
Properties, P.O. Box 2394, Jalan Gadong Bandar 
Serie Begawan, Tel.: 20383 


Taiwan: 
Pan German Motors Ltd. 349, Tun-hua North Road, 
Taipei, R.O.C., Tel.: (02) 7813101/7510173 


Thailand: 
Continental Auto Centre Co., Ltd., 6 Rongmuang 5015, 
Bangkok 5, P.O. Box 5/210, Tel.: 214-2521-7 





aa Т Т, 
ТҮҮЛ ҮҮТ 
naai aa T 


ы 4 ЕРТ 


мыз осм ipe 7 


gunner wan iet 


etd 


| meu etie и 


npe myosin Yet yn humeri eom 
wee 
рине нина ot etl 











1 The: messages are 
saving journalese, in 
goes to Delhi but “pro- 
s" and nos and поїѕ аге 
refix un- (thus “he is 


fired the man when he re- 

: "Not anew.” A similar 

n another editor received 
ccinct answer: "Unnews" — to 

hich the almost equally succinct rejoin- 

as: "Unnews, unjob." 

|j. Yet another editor sent off a bitterly 

; Sarcastic question to a man who had 
been overloading his expense account: 
“Why are you the most expensive corres- 
pondent in the Middle East?” to which 
the reply came: “Tl buy it. Why am I the 
most expensive correspondent in the 
Middle East?" and зо оп. 

ONE such historical exchange has al- 
“ready become embedded in history. An 
American journalist filed a story on In- 
donesia some years ago, referring to the 
late president Sukarno. His editor ca- 
bled asking for Sukarno's first name (ac- 
tually, being an editor, he probably 
asked for his Christian name!). He sim- 
ply would not accept his correspondent's 
assurance that the president had only 
one name — "Everyone has at least two" 
— so the man in the field simply invented 
one, Ahmed, or Achmed. 

Now, I do not want it to be thought 
that I am conducting a vendetta against 
The Indonesia Times, a newspaper 
which has brought me great entertain- 
ment and énlightenment over the years. 
But I really was a little surprised to see 
the Times carrying a front-page refer- 
ence in its April 14 issue to “former In- 
donesian president Ahmed Sukarno.” 
The editor can hardly plead as an excuse 
that the item (a report that a warrant 
would be issued in the United States 
against Sukarno’s daughter) came from 
| an American newsagency. 

As REVIEW Regional Editor David 
Jenkins points out, Sukarno tried to lay 
the error to rest in his autobiography. 
Sukarno, he said, was his real and only 
name. “Some stupid newspaperman 
once wrote my first name was Achmed. 
Ridiculous. I am just Sukarno. Having 

` only one name is not unusual in our so- 
ciety." 

Unfortunately, the error, having crept 
in, is constantly being repeated — some- 
times even in scholarly works. Last year, 

- when Oxford University Press published 
The Road to Power, a learned work on 
Indonesian military politics, there it was 
їп the index: “Sukarno, President 































her, whose work on Gan- 
dhi is now enjoying a new lease of life. 

also stumbled into this trap when. he 
wrote The Story of Indonesia in 1959, 

after a long stay in Indonesia and lengthy 
discussions with the then president. The 
index to his book sets out no less than 74 
references to thé man it refers to as 
“Sukarno, Dr Achmed.” This lapse on 
Fischer's part is even more unforgivable 
given the author's fond noting of the fact 
that Sukarno got his name right. At one 
stage during his stay in Indonesia, Fischer 
records, Ruslan Abdulgani, former 
foreign minister, passed a note to 
Sukarno which read in Dutch: “Louis 
Fisher is here for two months to write a 
book and asking if he might see the presi- 
dent." 

Sukarno drew a circle around the mis- 
spelled name and wrote from memory a 
quotation from Fischer's Gandhi biogra- 
phy, indicating clearly that he was well 
aware of who Fischer was and, presuma- 
bly, that he knew the spelling was wrong. 
€ LIKE other publications, we have 
had to come to grips with the tricky prob- 
lem of what spelling to use in rendering 
Indonesian names, and in particular the 
“и” sound. Many older Indonesians still 
use the Dutch spelling — for example. 
Soehoed rather than the modern Suhud. 
Indonesia has had only two presidents in 


almost 38 years of independence (surely 


some kind of record in what has some- 
times been described as an unstable 
country} and both have equivocated on 
this point. Sukarno, who decreed that all 
“oe” spelling be changed to “u,” found it 


impossible to come to grips with this in 


his personal life and continued to sign his 
name Soekarno. His successor, Suharto, 
sidesteps the question with some skill by 
signing his name S/harto, an astute com- 
promise. 

Others, confusingly, have a foot in 
both camps. The former foreign minister 
referred to above spells his name Roes- 
lan Abdulgani. This, needless to say, can 
create awful problems for the purist, 
though one must readily concede that 
the Indonesian press seems to see no 
harm in spelling a man's name two dif- 
ferent ways in the same issue. When 
Tempo, the excellent Indonesian weekly 
news magazine, recently ran a cover 
story on new army commander Benny 
Murdani. the man in question was Moer- 
dani on the cover and Murdani inside. 

Our policy, after a lot of Indonesian- 
style musjawarah (discussion), is to fol- 
low the decrees laid down in Sukarno's 
time (and not revoked by Suharto) in 
favour of the “u,” no matter how the in- 
dividual concerned spells his name. In all 
other respects we spell Indonesian 
names as the individual himself spells 
them — even if he uses the old “dj” for 
whatis now “j.” It may not be perfect but 
it seems an acceptable compromise. and 
one which 1 hope Indonesians find ac- 
ceptable. 
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rape, along the 
cannot ultimate 
such ancient re 
natures.” ° Worse. 
argue that bein 
the nature of th 
ence is the im: 
goad." ; 
1 have never been 
view which equates 
ing love with an assa 
the poets have 
— from gentle i 
of citadels; it is ju 
render as it is а т 
much a little death (w 
the French call the sup 
it is an affirmatic 
all to do with ліѕопа par wit 
other crimin of violence — fro 
robbery to murder. Would the essay 
argue that, as well as a rapist, ther 
robber, a murderer and a sadist lyin 
only just dormant within allmen? Plent 
of food for the feminists there, and for. 
their hate-ridden counter-attacks such 
the nasty graffiti reading: "Dead me 
don't rape. 
No, rape is no subject for laughter 
though I must admit to a chuckle or tw 
when reading an articlé on the subject i 
a recent edition of the South ‘Korea 
newspaper Yonhap. Actually, the piece 
dealt with the rape plant, which pro 
duces beautiful bright yellow flower 
and an oil-rich seed, mostly used as ani- 
mal fodder. 
But passages of the article read rather’ 
peculiarly: “Rape is a new attraction to. 
tourists to Cheju island . . . Rape was. 
once a major income source for farmers: 
on this island . . . Since then rape gradu 
ally lost its popularity among farmers. 
and was replaced with tangeri 
oranges and kumquats . . . The govern-: 
ment then discouraged farmers from. 
гаре... Rape became popular again in’ 
1981 when the island provincial govern 
ment developed new speciniens of acid 
free rape... ." And so on. 
€ HEADLINE from The Korea Times: 
of April 20 which reflects a deeply practi- 
cal approach to the country's naval mat- 
ters: 


Cmdrs. of Navy to Strive. 
For Еа Defense 
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4 ‘The Supreme Court rules that people detained under a 
.. presidential order can be denied judicial review and bail 


-By Sheilah Ocampo-Kalfors 
Manila: The Supreme Court has reaf- 
'firmed the absolute arrest, detention and 
release powers of President Ferdinand 
'Marcos under so-called President Com- 
mitment Orders (PCOs) in decisions 
handed down on two habeas corpus peti- 
‘tions heard by the court in late April. The 
- rulings declared that PCOS issued against 
‘people suspected of crimes related to na- 
tional security are valid and legal, and 
therefore need no judicial review, The 15- 
` member court also ruled that in view of a 
continued part-suspension of the writ of 
habeas corpus (under which a detained 
| person can demand that his case be 
- brought before a court) bail can be denied 
to those charged with crimes of rebellion 
or insurrection. 

The rulings emanated from the cases of 
three habeas corpus petitioners who 
sought to have their arrest and detention 
adjudged illegal and who also sought rul- 
ings on their right to bail. The first was 
that of Josefina Garcia-Padilla against De- 
fence Minister Juan Ponce Enrile, which 
was decided on April 20. This case was 
filed by Garcia-Padilla on behalf of 14 
people. including her own son, who had 
been arrested in July last year in Bayom- 
bong, Neuva Vizcaya province, central 
Luzon, by the Philippine Constabulary 
(PC). Those arrested were initially de- 
tained in the local PC command, but were 
later moved to an undisclosed place. The 
petition, filed when relatives of the ac- 
cused became anxious about the de- 
tainees’ safety, alleged that the arrests 
were illegal because no proper arrest war- 
rant had been issued, though the military 
had claimed a PCO had been issued in the 
case. It noted that at the time of petition- 
ing, no criminal charges had been filed 
against those arrested, and it claimed 
there was no decree or law that permitted 
their continued detention at an undis- 
closed place. The Solicitor-General's Of- 
fice responded to these charges by stating 
that the detainees had been arrested and 
were being held under the authority of a 
PCO, which it said was legal and valid, 
and was not subject to judicial review. 

The second, decided on April 26, was 
brought by Horacio Morales and Antonio 
Moncupa Jr against Enrile. The two had 
been charged with rebellion before a local 
court in Quezon City. In their petition 
they alleged that their constitutional rights 
to counsel, to a speedy and public trial, to 
bail and to remain silent had been viol- 
ated. They also alleged torture and mal- 
treatment during their detention. Morales 
was an alleged leader of the National 
Democratic Front, a broadly based anti- 
governmerít organisation dominated by 
the radical Left. ۾‎ 
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Both petitions were dismissed by a 
majority of the judges, with some concur- 
ring but with qualifications, and one asso- 
ciate justice, Claudio Teehankee, dissent- 
ing in full. Reactions to the court rulings 
ranged from disbelief to despair, espe- 
cially among lawyers and human-rights 
groups concerned with alleged civil-rights 
abuses by the military. 

The twin rulings have in effect closed 
the doors of the courts to habeas corpus 
writs brought by people held for indefinite 
periods under PCOs or by relatives of mis- 
sing people believed to be held under 
PCOs. Suspected subversives detained 
under PCOs have in the past undergone 
what the authorities call a tactical interro- 


Enrile: named in two writs. 


gation process. A report issued in 
November 1981 by Amnesty Interna- 
tional, the London-based human-rights 
organisation, alleged that it was during 
this process that military and police au- 
thorities have used torture and other 
forms of mistreatment to extract confes- 
sions from detainees which are later used 
as evidence against them. Until the 
April Supreme Court rulings. detainees or 
their relatives had been able to shorten the 
interrogation period through successful 
habeas corpus writs. 


he court rulings have superseded the 

so-called Lansang Doctrine of De- 
cember 1971, which authorised the courts 
to look into the factual basis of detention. 
In discarding the 1971 ruling. also made by 
the Supreme Court, it reverted to two pre- 
vious cases: Barcelon vs Baker in 1905 and 
Montenegro vs Castaneda in 1950. In 
these cases the president's decision to sus- 
pend the writ of habeas corpus was found 
to. be “final and conclusive upon” the 
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interference was held to be permissible, 
not necessarily to test whether the presi- 
dent has acted correctly, but whether he 
acted arbitrarily. 

In both the Garcia-Padilla and Morales 
cases, Teehankee dissented in full, while 
Chief Justice Enrique Fernando concur- 
red, but with qualifications. Both vigor- 
ously argued that the right to bail cannot 
be infringed even where the writ of habeas 
corpus remains in part suspended under 
Presidential Proclamation 2045, issued on 
January 17, 1981. This proclamation lifted 
martial law; but continued the suspension 
of habeas corpus in two secessionist Mus- 
lim regions in the southern Philippines, 
and in cases concerned with national sec- 
urity. 

In the Morales decision, penned by As- 
sociate Justice Hermogenes Concepcion 
Jr, the court noted: “The suspension [of 
habeas corpus] is to enable the state to 
hold in preventive imprisonment pending 
investigation and trial those persons who 
plot against it and commit acts that en- 
danger the state's very existence." 

In Fernando's and Teehankee's opin- 
ions, the justices argued that petitioners 
were entitled to all rights guaranteed to 
them before the law, “. . . and this court 
stands as a guarantor of those rights." 
nando also stated that there can be no in- 
definite detention without charges being 
filed because preventive detention could 
degenerate into punitive detention, and 
when this happens there must be reliance 
on the writ of habeas corpus. He added 
that he agreed with that part of the 
Morales decision which stated: "In all 
petitions for habeas corpus the court must 
inquire into every phase and aspect of 
petitioner's detention — from the mo- 
ment the petitioner was taken into custody 
up to the moment the court passés upon 
the merits of the petition." 

Teehankee, often referred to as the 
“lone voice in the wilderness," stated in 
his dissenting opinion that the rights en- 
shrined in the Bill of Rights of the Philip- 
pine Constitution — the right against un- 
reasonable searches and seizures, and 
arbitrary arrest; the right to due process 
and equal protection of law; the right of 
free association, freedom of speech and 
press, assembly and petition; the right to 
bail; the right of presumption of inno- 
cence and rights to a speedy trial, to coun- 
sel and to remain silent — are fundamen- 
tal rights that even the legislature cannot 
infringe upon or diminish. 

Quoting the late justice Pedro Tuason, 
Teehankee stressed: "To pleas that the 
security of the state would be jeopardised 
by the release of the defendants on bail, 
the answer is that the existence of danger 
is never a justification for courts to tamper 
with the fundamental rights expressly 
granted by the constitution. These rights 
are immutable, inflexible, yielding to no 
pressure of convenience, expediency or 
so-called judicial statesmanship. The 
legislature itself cannot infringe them, and 
no court conscious of its responsibilities 
and limitations would do so. If the Bill of 
Rights is incompatible with a stable goy- 
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ernment and a menace to the nation, let 
ө constitution be amended, or abolish- 
саза; 

Teehankee also cited the case of 
Aquilino Pimentel Jr, a popular mayor of 
Cagayan de Oro City in Misamis Oriental 
province, who is currently being held in 
the metropolitan command district of 
Cebu City on charges of rebellion. Pimen- 
tel's petition for bail was denied by Mar- 
cos because “the disposal of the body of 
the accused, as any lawyer will inform 
you, is now within the powers of the reg- 
ional trial court of Cebu City and not 
within the powers of the president." 

In Pimentel’s case, Marcos placed the 
court's jurisdiction above his own author- 
ity, contradicting the content of a letter of 
instruction which stated that those held 
under a PCO shall continue to be detained 
“until ordered released by the president or 
his duly authorised representative.” In 
practice, even if a person accused under 
the PCO is acquitted in court or has served 
his sentence in full, his release still must 
be approved by the president. Some 
people arrested for their involvement in 
the Light-a-Fire Movement — an urban 
guerilla group accused of bombings and 
arson — who completed sentences rang- 
ing from four to six months, have re- 
mained in detention because of the 
PCO. 


he Garcia-Padilla case, which reaf- 

firmed the president's authority to issue 
PCOs, went further in a decision written 
by Associate Justice Pacifico de Castro 
when it overruled the Lansang Doctrine. 
Both Fernando and Teehankee argued 
that the ruling was unnecessary and 
gratuitous, particularly because the doc- 
trine had become respected by jurists and 
scholars. The chief justice maintained that 
there should be an inquiry into the validity 
of an executive or legislative act, espe- 
cially if the writ of habeas corpus has been 
invoked. “It is then incumbent on a court 
to pass on the legality of the detention,” 
the chief justice wrote. 

This case, wrote Teehankee in his dis- 
senting opinion, focuses on complaints 
brought to the Supreme Court by persons 
detained or charged for insurrection and 
rebellion, subversion or conspiracy to 
commit such crimes. The complaints in- 
clude: arrests without warrants, or arrests 
purportedly done with a PCO sent as a 
telegram to local authorities. The ac- 
cused, however, is never given a copy 
nor is he made aware of its contents, 
thereby raising doubts as to whether a 
PCO really exists. In addition the com- 
plaints include accused persons being kept 
in isolation or transfered to so-called 
safehouses and thereby denied their con- 
stitutional right to counsel and to silence, 
and being kept from counsel and relatives, 
thus raising speculation that respon- 
dents are using coercive measures to ob- 
tain confessions and statements from the 
detainees in violation of their rights. 

Teehankee criticised the main opinion, 
which stated that PCO validity had to be 
decided “in order that this question has to 
be set at rest promptly and decisively if we 
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Protest against Pimentel's arrest: petition denied. 


are to break a seemingly continuous flow 
of petitions for habeas corpus . 
Teehankee said that habeas corpus peti- 
tions should not be decried nor discour- 
aged because the court stands as the 
guarantor of the constitutional and human 
rights of all persons within its jurisdiction 
and must see to it that they are respected 
and enforced. 

Associate Justice Jose Abad Santos said 
his opinion with respect to judicial review 
was based on the premise that the courts 
rely heavily on civil and military informa- 
tion, thus making it difficult to prove whe- 
ther an act is arbitrary. He said that the 
court should maintain a detached attitude 
from the executive branch and should ref- 
rain from giving its seal of approval to the 
acts of the president. 

"For it is possible that the suspension of 
the writ [of habeas corpus] lacks popular 
support because of one reason or another. 
But wher this court declares that the sus- 
pension is not arbitrary because it cannot 
do otherwise . . . it in effect participates in 
the decision-making process. It assumes a 
task which it is not equipped to handle, it 
lends prestige and credibility to an un- 
popular act," Santos said. 

The most disturbing aspect of the main 
decision the Garcia-Padilla case was Cas- 
tro’s argument that the suspension of 
habeas corpus and of the right to bail for 
certain crimes involving national security, 
place “government forces on equal fight- 
ing terms with the rebels. It is, likewise, 





[= o шыш шаш шын ш 


when rebel forces capture 
government troopers. or 
kidnap private individuals, 
they do not accord to them 
any of the rights now being 
demanded by the herein 
petitioners, particularly to 
be set at liberty upon filing 
of bail. As a matter of 
common knowledge, сар- 
tives of the rebels or insur- 
gents are not only not 
given the right to be re- 
leased, but also denied 
trial of any kind." 

However, this eye-for- 
an-cye approach appears 
to negate the principle 
that the constitution should treat all 
men equally whether in times of war 
or peace. Writer Melinda de Jesus 
commented: “If we are to fight the 
forces of rebellion by the same ignoble 
rules that reign in the jungle, do we 
not lose the moral imperative in the 
struggle for national security and 
integrity?” 

The PCO has been the main issue in 
habeas corpus petitions, which reportedly 
reached 167 last year alone. The petition- 
ers include activist students, church 
people, labour militants, farmers and 
workers suspected of supporting the com- 
munist underground movement. The 
PCO subsumed the so-called arrest, 
search and seizure order, in effect during 
the martial-law years, after martial law 
was lifted in 1981. 

The PCO is contained in a letter of 
instruction ordering judges and of- 
ficers handling national security cases 
to submit reports on their investigation 
to the president. These reports form the 
basis of the PCO. A second letter of in- 
struction in turn authorised military 
commanders to make arrests without war- 
rants if they determine. that a person 
might otherwise escape or endanger 
public order and safety. The main ques- 
tion is how judiciously the PCOs are im- 
plemented. 

The people, said Castro in his Garcia- 
Padilla decision, "can only trust and pray" 
that Marcos will not fail them. 
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Asean and China: security, 
expediency, or both? 


n March 1, Indonesian President Su- 

harto in his address to his country’s 
national congress noted that the time had 
not come to normalise relations with 
China because Jakarta is not convinced 
that Peking “will not assist the remnants of 
the communist parties in the region.” It 
seems that China did not take the hint. 
Leaders in Peking requested Japanese 
Prime Minister Yasuhiro Nakasone, who 
visited Indonesia in May, to convey the 
message that China was ready to resume 
ties with Indonesia. 

Peking’s support of the Communist 
Party of Indonesia (PKI) has been re- 
peatedly used by Suharto as the major 
reason for poor Sino-Indonesian relations 
Since 1967. He asserted that as long as 
China continues to render assistance and 
facilities to the former PKI leaders who 
were involved in the 1965 coup, there will 
not be any improvement in the relations of 
the two countries. It is interesting to note, 
however, that recently he has no longer 
referred to the PKI specifically, but stres- 
sed China's support of communist parties 
in general in the region. 

Singapore, meanwhile, has repeatedly 
stated that it will establish diplomatic ties 
with China only after Jakarta does so. It 
has also registered its displeasure over Pe- 
king's links with Asean communists on à 
number of occasions. The other three 
Asean countries — Malaysia, the Philip- 
pines and Thailand — have also been criti- 
cal of Peking's dualistic policy. 

Nevertheless, the support of local com- 
munists did not prevent these three Asean 
countries from establishing ties with China 
in the mid-1970s, following Sino-Ameri- 
can detente, The Asean states, in the light 
of United States reduction of its com- 
mitments in Southeast Asia, attempted 
to adjust themselves to the new situation. 

Malaysia, under then prime 
minister Tun Abdul Razak, was 
concerned with internal security 
and external threat. With the 
British pullout from Singapore 
and the abrogation of the Anglo- 
Malaysian Defence Agreement, 
the Razak government felt that 
there was a need to seek an under- 
standing with China. Razak also 
believed that government-to-gov- 
ernment relations would lead 
China to scale down its support to 
the Communist Party of Malaya. 
Furthermore, China agreed to 
recognise the single-nationality 
concept for ethnic Chinese in 
Malaysia so that the intervention 
of China in domestic affairs could 
be reduced, if not avoided. 

Economic considerations were 
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also vital because China was prepared to 
buy rubber and other products which 
would benefit the Malaysian economy. It 
should also be noted that at the time, 
1974, the Malaysian general election was 
imminent, and Razak used the recogni- 
tion of China to garner Chinese support 
for the National Front coalition. Perhaps 
the most important reason for the success- 
ful establishment of ties was the presence 
of Razak himself, who was perceived by 
the Malays as the champion of their rights. 
There was no major Malay opposition 
when Razak advocated the establishment 
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of diplomatic relations with Peking. It 
would have been different if Tunku Abdul 
Rahman — who had an image of being 
pro-non-Malay — had attempted to do 
so. There are parallels with Sino-Ameri- 
can detente, which was promoted by a 
staunch anti-communist Republican pre- 
sident, Richard Nixon, rather than a lib- 
eral Democratic head of state. 

Both the Philippines and Thailand were 
also concerned with their security and 
economic problems. In the early and mid- 
1970s, the Philippines under President 
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Ferdinand Marcos wanted to readjust its 
international posture in view of the Ame- 
rican disengagement from Indochina. It 
also saw the benefits of having economic 
relations with China, among them much- 
needed oil at “friendship prices.” There 
were few ethnic Chinese in the Philippines 
and they were not perceived as a major 
threat by the power elite. 

Before normalisation, the Marcos ad- 
ministration introduced a liberal naturali- 
sation law (Letter of Instructions 270) to 
reduce the possibility of intervention by 
China. The predominantly. indigenous 
Philippine communists were considered 
less of a problem by Marcos than the Mus- 
lim separatists in the south. 

Thailand, on the other hand, was more 
worried about the communist threat from 
its eastern neighbours ( Vietnam and Cam- 
bodia). Bangkok desired to come to terms 
with China, hoping that good govern- 
ment-to-government relations between 
Thailand and China would result in the 
scaling-down of Peking’s support for the 
Communist Party of Thailand and act as a 
constraint on its Indochinese neighbours. 
The fact that a liberal, Kukrit Pramoj, was 
in power also made normalisation easier 
than if a military regime had been in 
power. 

Singapore's case was quite different. 
Although Singapore also improved its re- 
lations with Peking їп the 1970s, it did not 
move further to establish ties due to both 
internal and external considerations. Sin- 
gapore, as an ethnic Chinese-dominated 
state, did not want to create the impres- 
sion that it was eager to normalise rela- 
tions with China. 


his reluctance may also have been 

caused by Singapore’s concern that 
such ties could contribute to the revival of 
chauvinistic feelings among some seg- 
ments of the Singaporean Chinese popula- 
tion. Also, the presence of Peking dip- 
lomats and reporters in Singapore might 
be difficult to monitor. Furthermore, the 
ties would affect the existing close links 
between Singapore and Taipei. Lastly, 
Singapore's leaders felt uncom- 
fortable with Peking's party-to- 
party relations with Asean com- 
munists. 

In the case of Indonesia, while 
the same concern with China's 
support of the communists was ex- 
pressed by Suharto (though the 
significance of the PKI in In- 
donesia had greatly decreased) 
the real reasons for poor relations 
are more complex than the official 
reason. The domestic situation ap- 
pears to be unfavourable to im- 
proved Sino-Indonesian relations. 

The pro-Taiwan group in In- 
donesia, both ethnic Chinese and 
indigenous Indonesians, is strong. 
It was not surprising that though 
there were no diplomatic ties be- 
tween Jakarta and Taipei, a dele- 
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invitation of the Indonesian authorities. 

Indonesian-Taiwanese trade volume 
has grown in the past decade and has by 
far exceeded the indirect trade between 
Peking and Jakarta. Taiwan's investment 
in Indonesia has reached a high level. For 
both political and economic reasons, 
many  cukongs (wealthy Chinese 
businessmen who cooperate with the au- 
thorities) and their indigenous partners 
preferred trade with China to remain indi- 
rect. 

Besides, there is still a lingering suspi- 
cion of the ethnic Chinese in Indonesia, 
due partly to China's alleged involvement 
in the 1965 coup attempt and partly to the 
recent policy of China towards Overseas 
Chinese. Peking under Deng Xiaoping 
has begun to woo ethnic Chinese hoping 
to tap their resources of capital and skills 
for the modernisation of China. 

This has undoubtedly resulted in suspi- 
cion and annoyance in Asean countries, 
especially Indonesia. The Indonesian au- 
thorities are concerned about the pre- 
sence of a large number of alien Chinese, 
and fear that they would be used by Pe- 
king if diplomatic ties were restored. They 
want to settle the citizenship problem be- 
fore normalisation. 

A liberal naturalisation regulation was 
promulgated in 1980 but it appears that 
the results were rather unsatisfactory. 
Some Indonesian leaders are also worried 
that normalisation will re-orient Chinese 
Indonesians towards China once more. 

Opposition parties, especially the Is- 
lamic group, and rightwing nationalists — 
supported by some military leaders — 
view China as a greater long-term threat 
than Vietnam or the Soviet Union, and 
want Jakarta to improve relations with 
Hanoi while not normalising relations 
with Peking. 

They dismiss the idea of restoration of 
diplomatic ties by saying: “We have prob- 
lems with the bear, why invite the dra- 
gon?” The Islamic groups are also against 
normalisation because they are prompted 
by economic interests. 

It is felt that the economic position of 
the Chinese would be strengthened by 
normalisation, because more alien 
Chinese would be given Indonesian 
citizenship in order to reduce the cause for 
Peking's intervention. This would work 
against the interest of the indigenous mid- 
dle class. It appears that the government 
cannot afford to ignore these pressures al- 
together. 

Apparently, in the view of the Indone- 
sian power elite, the disadvantages in re- 
suming ties with China, would outweigh 
the benefits. This is in contrast to the ex- 
periences of Malaysia, the Philippines and 
Thailand. While being dedicated to the 
destruction of the local communist move- 
ments, these three countries calculated 
that the bencfits from ties with Peking out- 
weigh the disadvantages of continued 
Chinese support of the communist move- 
ments. On the contrary, the Jakarta au- 
thorities feel that the status quo is benefit- 
ing Indonesia. 
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Des Warner and his wife Peggy, dis- 
tinguished Australian authors, have 
written the first. definitive book on 
Japan's mass-suicide war effort in 1944- 
45 — the deadly kamikaze campaign that 
only the Japanese could have launched 
and that only the atom bomb was able to 
crush. (Kamikaze, the wind of the gods, 
was the typhoon in the late 13th century 
which saved Japan from the attempted 
invasion of Kublai Khan by destroying 
his armada.) 

Warner was personally involved as a 
war correspondent in the kamikaze con- 
flict (a suicide plane hit his ship off 
Okinawa in May 1945). And after the 
war he and his wife, living in 
Japan, researched for years the 
records of kamikaze volunteers 
and the archives of the War 
History Office of Japan, and 
interviewed scores of Japan- 
ese survivors. 

Japan began to train its 
suicide units in mid- 1944 as 
defeat loomed after naval 
battles in the Pacific. "Ja- 
pan, in desperation," 
say the Warners, “turn- 
ed men into bombs, 
torpedoes and bullets, 
sacrificing their lives 
in a final attempt to 
snatch victory." 

There are harrowing 
eye-witness descriptions 
of well-aimed death dives 
by the kamikaze pilots on 
American, Australian and 
British ships and attacks by 
piloted torpedoes (kaiten); 
personal close-ups of the leaders of the 
death-for-all offensives; details of the 
special training of the volunteers, and 
moving reports of last-minute farewells 
and messages to families and friends. 

The first four special-attack units were 
called Sikishima (an old name for 
Japan), Asahi (Morning Sun), Yamaza- 
kura (Wild Cherries) and Yamato 
(another old name for Japan). Then 
other air force units were organised, in- 
cluding the Ten Thousand Petals, the 
Cherry Blossoms, the Divine Thunder- 
bolts and the Floating Chrysanthemums 
— some carrying doomed crews of three 
and four. -~ 

Vice-Adm. Takejiro Onishi, Japanese 
authority on naval aviation, who had 
helped to plan the attack on Pearl Har- 
bour, took command of the Japanese Ist 
Air Fleet in the Philippines after having 
directed the operation that destroyed 
the United States Air Force base at 
Clark Field. One of Japan's aviation 
pioneers, he spent two years studying in 
Britain, practised stunt flying and — 
both careful and daring as a flier — be- 
came a tough, hard-drinking, hard- 


Kamikaze pilot: no 
victory, no defeat. 
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wenching air force pilot. He always añ, 
виса that Japan should put morc em- 
phasis on air power and less on naval 
power and widened the breach between. 
Japanese naval and air force comman- 
ders. 

Initially, he did not support the 
kamikaze project: "No matter what hap- 
pens, I cannot kill young men like this,” 
he told his wife. But later he conceded | 
that the proposed suicide tactics should 
be adopted: "Even if we do not win, we 
will not be defeated." 

Then he realised that Japan faced de- 
feat, after withdrawing his air fleet (with. 
a handful of new suicide aircraft) from 
the Philippines to Taiwan. His opera- 

tions depended on the supply of more | 
kamikaze aircraft. He tried to ration- 
alise his actions by arguing that he 
was helping to save Japan's internal 
spirit: “Nations that win wars are 
not always the victors. One flower 
opens the spring to the world. A 
l wave moves all the seas. So 
long as men die for the | 
country, the nation will 
never perish.“ 
In May 1945, Oni- | 
shi became vice- ` 
chief of the navy 
general staff in 
Tokyo. On Au- | 
gust 16, the day 
after the emper- 
or's surrender 
broadcast, he com- 
دي‎ mitted formal harakiri 
— or seppuku — a deci- 
sion which he deemed appropriate 
after his reluctant acceptance of 
kamikaze. 

The Warners give a well-checked as- 
sessment of the kamikaze campaign: "At 
least 56 ships were sunk and 107 lost to 
the Allied war effort as a result of 
kamikaze air attacks. A further 85 suf- 
fered either heavy structural damage or 
heavy casualties, or both, and at least 
another 221 received lesser damage. But 
the results achieved by the other- 
kamikaze operations — okas (piloted 
missiles), kaitens and shinyos (small 
explosive boats) — were not so serious. 

"The succession of suicide campaigns 
did not prevent, and could not have pre- 
vented, the American advance," the 
Warners conclude. "They did add to the 
ill-informed notion that the Japanese 
were inhuman fanatics, and that in fight- 
ing them the end justified the means,” 

(Kamikaze: The Sacred Warriors. 
1944-45 by Denis and Peggy Warner 
[with Sadao Seno]. Oxford University 
Press, Melbourne. Already a Book of 
The Month Club selection in the US and, 
in Japanese, has been on Tokyo's best- 
seller list for more than a year. London 
publication is now being arranged.) 
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athir urges a halt to infighting and factional friction at 
о as the machines of political 


la Lumpur: Just over 12 months after 
ng a massive mandate at a general 
tion, Malaysian Prime Minister Datuk 
hathir Mohamad appears to be 
ng doubts about the strength and sta- 
y of his own United Malays National 
anisation (Umno), the: party which 
s the ruling National Front coalition. 
old party members at a meeting in 
pril in Kelantan state, on the east coast 
eninsular Malaysia, to hold firmly to 
raditions, for instance that certain 
posts should be left uncontested. 
ther extraordinary tradition he listed 
“Democracy should not be pursued 
the expense of party unity." 
_ While these calls may not mean much to 








audience he was: addressing: party 
ctions are due next year and there are 
ns of growing factionalism within 
Umno and among rivals for tlie post of 
о deputy president (automatically 
tying with it the deputy premiership). 
ere are no surface signs that Mahathir is 
ot in total control, but there are indica- 
ions that the rivalry between Deputy 


















nce Minister Tunku Razaleigh Ham- 
15 causing him concern. The Kelantan 
ipeech on-April 16 was first interpreted as 
hint to Razaleigh not to challenge Musa 
it next year's Umno assembly, 
-But equally firm were interpretations 
hat Mahathir was implying that Musa 
hould not be too impatient to gain power. 
‘said; “I waited patiently for my turn to 
оте around and I did not know that 
former premier] Tun Hussein Onn was 
ot well. I was satisfied with the post of de- 
uty.” | 
“Those who subscribe to the more byzan- 
“message to Musa theory” also claim- 
ned that there was а serious rift between 
hathir and his deputy. But Musa told 
REVIEW that nothing was further from 
ne truth. "In fact we are so close it isem- 
arrassing,” he said. "Ме keepin constant 
ouch.” Those who were fond of pointing 
ut that Mahathir. and Razaleigh hardly 
poke to each other had to admit recently 
at things had changed: Razaleigh was 
een at one of Mahathir's family gather- 
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But despite these signs, Mahathir went 
К-то: his theme two weeks after his 
antan speech. апа spoke at length on 
/linhishome state of Kedah, making 
it clear he was deeply worried about the 
growing factionalism. Again using a very 
oblique style, he said there were Umno of- 

cials engaged іп building up. groups to 









Пе said, was very widespread. Mahathir’s 






he outsider, the message was very clear to | 















"office : 


c. Minister Datuk Musa Hitam and : 









support Musa or Razaleigh. This activity, | 3 


message this time was clearly for ‘both | 


allenge gain momentum — 


Musa and Razaleigh: the canvassing had | 


to stop. 

It was hardly a coincidence that on the 
same day, Hussein, addressing a large 
Umno meeting in Johor Baru, asked 
members:to strike a balance between per- 
sonal ambition to compete for power and 
the responsibility of preserving party 
unity. Hussein; who has seldom appeared 
at political functions since his retirement 
in 1981, was the. man who moved 
Mahathir into the deputy's slot in 1976 and 
ensured he was never challenged, step- 
ping down from office only after Mahathir 
was firmly in control. 


EQ ut despite these suggestions and hints, 

top party sources told the REVIEW that 
a contest for the deputy presidency next 
year is a certainty. Even if Razaleigh de- 
cides not to-contest, another challenger is 
likely: former Selangor chief minister 
Datuk Harun Idris, who was jailed for cor- 
ruption in 1978. Since his pardon by the 
Xing last year, he is entitled to hold public 
ain. Harun, it is argued, cannot 
possibly win against the incumbent deputy 








.prime minister, but the contest. will keep 


him in the public eye, helping to prevent 









yr State assemblyman, in his bid 
ower in the coming years. |. 
“Harun’s antipathy towards Mu 
‘easy to understand since it was Musa who, . 
as home minister, granted his appeal to 
hold’ political office before he was par- 
doned. Harun prefers to maintain that his. 
pardon was granted by the king through. 
- the intercession of Mahathir. The ex-chief 
minister also shocked non-Malays' re- 
cently by saying it would be advisable to. 
make a constitutional amendment to en- , 
sure that only a Malay Muslim should hold. 
the office of prime minister. Helat с 
ified his formula to state that the prime 
minister should be a Muslim — implying: 
that any race would do. The implication 
of the original suggestion was not lost оп. 
Malaysians aware that Musa himself is not 
of pure Malay origin, but has Chinese 
blood. And Mahathir himself has Indian. . 
lineage. — ^ CD UM AU 
Musa’s response to this subtle line of at=: 
tack was to declare that Umno was dedi- 
cated to the welfare of all Malaysians ir- 
respective of race, and thus suggesting 
that. Harun’s proposal was racist — 
thereby raising the old bogey of the 1969 
race riots in Kuala Lumpur which many: 
people still believe (rightly or wrongly) 
were inspired -by Harun. Questioned 
about Harun’s ambitions and political as- 
pirations — despite his chequered’ career 
— Musa told the REVIEW: “Human na- 
ture! Some people never give up." But he 
would not bé drawn into any discussion 
about who was backing whom in the fac: 














































A shift in the balance 


Malaysia's 1980 census puts the population at 
13.7 million, with less than half of them Malays 


Kuala Lumpur: Malaysia's population, 
which stood at 10.4 million in 1970, grew 
to 13.1 million according to the just-pub- 
lished 1980 census report; but revised esti- 
mates put the actual figure at 13.7 million. 
The. report says the revision took into ac- 
count "under-enumeration." Using only 
the enumerated population figures; how- 
ever, the growth rate was put at 2.396, 
with the rate for Peninsular Malaysia low- 
est, with 2.2%. The figure for Sabah was 
highest, with 3.8%, and Sarawak was 
2.4%. The high Sabah figure was attri- 
buted to the heavy migration of Moro 
Muslims. from Mindanao, in the Philip- 
pines, and immigration from Indonesian 
Kalimantan. 

The report also says that with the cur- 
rent rate of increase, the population will 
double in about 30 years. The growth rate 
of the various ethnic groups showed that 
the Malays increased from 4.84 million to 


.6.31 million during 1970-80 while the | 
Chinese increase was from 3.28 million to 
.86 million in the same period. The In- | 


1 community went up from 981,400 to 
















Melanaus are excluded, the total number 
. of Malays, including the estimated 60,000 


án Sarawak, is 


1.17 million. The reason for the rapid... 
growth of the Malay population (2.796 
compared to 1.6% for the Chinese and 
1.8% for the Indians) was attributed to 
their higher fertility level and to a lesser 
extent to the fact that a large number of 
Chinese and Indians were overseas during 
the 1980 census, either as students, work- 
ers or migrants. These people were not in- 
cluded in the census. 

The total number of Malays, including 
those in Sabah and Sarawak, was difficult 
to ascertain from the census report, which 
introduced for the first time the term 
pribumis for indigerious people in Sabah. 
The term includes the Malays, as well as 
27 other groups, including Cocos Island- 
ers, Filipinos and Indonesians. In 
Sarawak, there are Malays who were 
enumerated as such, but the Melanaus 





"were counted separately though they are 


generally regarded. as: Malays. If the 











in Sabah and the census figure of 257,800 
63 million nd p cest 






ding to party TS, 

backers include Land and 

lopment Minister Datuk Rais Yatim, who 
barely missed being elected to a vice-pre- 
sidency in 1981; Information Minister Adib 
Adam, known to be close to Mahathir; 
Datuk Abdullah Ahmad Badawi, a minis- 
ter in the Prime Minister's Department, 
and Rural and National Development 
Minister Datuk Sanusi Junid. Razaleigh's 
backers, according to the same sources, 


are led by Harun. Others include party. 


vice-president Ghafar Baba, a successful 
businessman who has a formidable repu- 
tation for winning elections. Although 
Foreign Minister Tan Sri Ghazali Shafie is 
known to have backed Razaleigh on im- 
. portant issues in cabinet, Ghazali is not 
known to be a player in this particular 
game. 

Another man identified as being on the 
Razaleigh team is Anwar Ibrahim, the 
charismatic former leader of the radical 
Malaysian Islamic youth movement who 
joined the government last year and rose 
to become a deputy minister within 
months. Anwar himself told the REVIEW 
he did not belong to either group. He said 
with a laugh: “I am in the Mahathir fac- 
tion." 

But the factionalism is no laughing mat- 
ter among the Malays whose common 
feelings are that if Malay unity were de- 
stroyed, the Chinese would swamp them 
and take control. If there was any truth in 
that theory in the past, the situation today 
should make the Malays feel easier. The 
Chinese community is perhaps more iso- 
lated and helpless than at any time since 


Malay population at about 48% of the 
total. 

By contrast, the Malay population in 
the peninsula alone forms 55.3% of the 
people there. Another figure of signifi- 
cance is that while every Malay is a Mus- 
lim, the total number of Muslims in the 
whole of Malaysia now stands at 53% 
compared with 50% in 1970, indicating 
that conversion to Islam has been steady. 
The figures also show that while the 
number of Christians increased from 5% 
to 7% and the number of Hindus. re- 
mained steady at 7%, the overall number 
of Buddhists declined from 26% to 17%. 
The largest drop was among Buddhists in 
Peninsular Malaysia, from 28% to 19%, 
while in Sarawak there was an increase 
from 9% to 19%. In Sabah there was a 
slight drop from 10% to 8%. 


iven the government's plans to increase 

the number of Islamic institutions 
in the country, it is noteworthy that the 
number of people who professed no reli- 
gion decreased from 4% to 2% over the 10 
years since the 1970 census. There is no in- 
dication that the conversion of these non- 
religious people was to Islam. In fact, in 
Sarawak, where those who professed no 
religion declined from 17% to 12%, the 
number of Muslims remained constant 
while the number of Christians increased 
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the 1969 race riots. With the crushing de- 
feat in 1982 of the opposition Democratic 
Action Party (DAP) which won only nine 
seats — or about half the number it held in 
the previous parliament — there is no 
vocal champion for the Chinese. 

Mahathir's policies over the past two years 
have also taken the wind out of the DAP's 
sails because many of the broader de- 

mands of the party's platform (but by no 
means all) have been met, including the 


release of a large number of security de- 


tainees held without trial. 
Umno's dominant coalition partner, the 
Malaysian Chinese Association (MCA), is 


from 19% to 29%. In Sabah, too, the 
number of Christians increased, though 
the increase was a small 3% from 24% 
compared to the rise from 40% to 51% 
among the Muslims. 

The increase in Sabah can be attributed 
at least in part to the rather heavy-handed 
conversion campaign conducted by the 
former chief minister, Tun Mustapha 
Harun. Under Chief Minister Datuk Har- 
ris Salleh since mid-1976 the campaign has 
been more even-handed, even if Christian 
missionaries continue to complain that 
their work is often hampered by bureauc- 
ratic interference. 

On the economic side, there are some 
obvious gaps, such as income figures 
among the various racial groups, though 
the census-takers did ask for these figures. 
The unemployment figures, too, are likely 
to raise questions because the report 
claims that “for the first time" there is 
higher unemployment in the countryside 
than in the urban areas. The criterion of 
whether a person was employed was "the 
activity of seeking work." 

Not surprisingly, considering that the 
bulk of rufal dwellers are Malays, the 
Malay unemployment figure is the high- 
est, at 7.6% compared.with 3.8% for the 
Chinese and 6.2% for the Indians. In 
Sabah, the pribumis are even worse off, 
with 8.6% unemployment, while the 


_Choon. Strong rumours that he was Som 


out of office have not been denied 

lenged by his party or his successors 

new MCA leaders are expected to run 
their party like a welfare organisa 
satisfying some of the basic needs of 
community. However, there is doubt t 
any Chinese-based party her: cd 
the Gerakan party and the newly form 
Social Democratic Party — will pose: anyi 
threat to Mahathir. & 


т Malay opposition Party Islam and. 
its breakaway, the newly formed Hiz- 
bul Muslimin, are also quiet after a short, 
fiery period when the split occurred. De- 
spite all the prophecies of doom that ac- 
companied the so-called Islamic re- 
surgence, the Islamic parties appear 
tamed for the moment. In fact they are in 
such disarray that Razaleigh told party 
members in his home state to take the in- 
itiative and infiltrate their strongholds 
now while they were really weak. Ave 
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In Sabah and Sarawak, there is peace 4 


for different reasons. In Sarawak, Chief 
Minister Datuk Taib Mahmud appears tO 
have brought some peace among the three 
parties which form the ruling National — 
Front there — his own Parti Pesaka 
Bumiputera Bersatu, the Sarawak Na- 
tional Party, and the Sarawak United- 
People's Party, He told the REVIEW that 


while there were minor inter-party irrita- — 


tions, there were fairly steady relations 
with Kuala Lumpur. 


In Sabah, recent weeks have seena 


flurry of activity by Anti-Corruption _ 


Sarawak Malay figure stood at 8.5%. The 
figures for the Chinese in Sabah and - 
Sarawak were the same, 4.9%. 

The economic indicators publishes? in 
the report showed that general prospe 
was real enough, with 49% of the 2. m 


lion households owning TV sets, 1% 


owning radios and 18% owning motor- 
cars. Even in the rural areas 40% had TV 
sets and 11% had cars. The report also 
said that in the 10 years since the 1970 cen- 
sus, households had become smaller, from 


5.5 persons in that year to 5.2 persons in _ 
1980. But despite the higher fertility rate — 


among the Malays, their households were 
smaller (with 4.9 persons) than either the 
Chinese or the Indians. 

One of the ironies that emerges from 
the re 
formed. in 1963, the Malay leadership at 
the time felt that the non-Malay predomi- _ 
nance had to be diluted by inducting the 
indigenous population of Sabah and — 
Sarawak into the federation. Twenty 
years later, the total number of Malays on 
the peninsula has not only passed 50% (it 
was 49.7% in 1957) but shows every sign’ 
of increasing further. On the other hand, 
the percentage of Malays in the country as 
a whole had declined to below the 1956 
figure. The number of bumiputras (all in- 
digenous people), of course, is higher. 


rt is that when Malaysia was __ 


= 
TE 


+ —K. DAS -— 










s Salleh wn me 
public speeches and told them that if 
they were corrupt, they would have to face 
_ the music without any aid or comfort 
— either from himself or the party. The 
_ REVIEW understands that some top offi- 
- сав of his Party Berjaya are under inves- 
- tigation, and arrests are expected in the 
- . mear future. 
Harris other problem with Kuala Lum- 
_ pur, which he has repeatedly denied in the 
_ past, has been that he could not trust his 
- Own party men in the federal cabinet. 
— When Federal Territory Minister Pengi- 
— — ran Othman Rauf and Deputy Minister of 
| Energy Clarence Mansul (who are from 
-. Sabah) suddenly resigned recently, their 
- reasons were to the effect that they 
= —— wanted to serve their state. But later it be- 
came clear that Harris had demanded that 
— — they be sent home from Kuala Lumpur. 
= Their replacements are expected to in- 
clude Sabah's Deputy Chief Minister 
— James Ongkili, a former academic who 
1— spent some years in Kuala Lumpur before 
— entering politics. 
—— . But the prime minister is not obliged to 
_ accept anyone a component party chief 
= may recommend. So for the moment 
— — Mahathirs problem of reshuffling the 
— Cabinet has little to do with the 10 compo- 
~ nent parties demanding "jobs for the 
— boys.” This time it is the intra-Umno 
struggle which is complicating his job, and 
— he gave one indication of this when he de- 
|.  eided to postpone the reshuffle from May 
tO June, saying that an important event 
was to take place at the end of May and 
— — that he would postpone the reshuffle until 
. — after that event. 
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о significant events were expected at 
the end of May. The first was the ver- 
dict on the inquest on an air crash in which 
Ghazali was the only survivor. Ghazali's 
survival is regarded as not only miraculous 
| but mysterious, particularly since there is 
` a discrepancy between his claims and the 
` evidence in the court about when he hand- 
= edover the aircraft to his co-pilot. 
The second event was the annual audit 
. report of the government-owned Bank 
Bumiputra, normally due at the end of 
March. The role of Razaleigh in the ques- 
. tionable loans by the bank's subsidiary, 
= Bumiputra Malaysia Finance, to the 
- Hongkong property developers, Carrian, 
| Ваа and Kevin Hsu, (REVIEW, Apr. 21) 
may not be in the report, but the bank, as a 
. .. government institution, is seen by grass- 
|... roots politicians as the finance minister's 
еюн: | 
espite the internal problems, and 
perhaps because of the fallout which the 
_ problems may create, Umno insiders say 
- there will be only minor cabinet changes 
| this year. While some analysts claim that 
the party is at a crossroads, and that rock- 
ing the boat would be dangerous, no one 
here denies that Mahathir has shown he is 
capable of confounding critics and suppor- 
ters with bold action. Nevertheless -the 
| betting here is that the major changes will 
_ come only after party elections in the mid- 
dle of next year. 


EE] 











"n iie 


ERA il iv. ON 
1 mE 
ГЕ А ? 
^ c \ 


© ANES e AY EN 
РЕА н 
TIC 





eia 
PUDE sd 
bu 


A UN/WHO survey puts malaria at the top of the c 
among Cambodian refugees, and fears that it will 


By Ted Morello 

New York: Drug-resistant malaria is "in- 
disputably the most serious" health risk 
threatening Thai-Cambodia border in- 
habitants. And the signs are that its spread 
further into Thailand is inevitable. This is 
the primary conclusion of a United Na- 
tions/World Health Organisation (WHO) 
team that recently completed its report on 
the first broad field inquiry into health 
conditions among border area people — 
displaced Khmers, Vietnamese "land re- 
fugees" and affected Thai villagers. 

The report was the principal new docu- 
ment placed before donor-country dip- 
lomats when they met here to plan 
humanitarian-aid strategy on the border 
for the rest of 1983. It was prepared at the 
request of Sir Robert Jackson, UN Secret- 
ary-General Javier Perez de Cuellar's re- 


Border haspital: children are at risk. 


presentative for the Cambodia relief oper- 
ation (REVIEW, Feb. 3). 

Thai UN Ambassador Birabhongse 
Kasemsri told the REVIEW that the report 
corroborates causes for concern expressed 
by his government ever since malaria 
levels rose in recent years. He said he 
hoped donor financial contributions to 
combat the menace would be forthcom- 
ing. Malnutrition, according to the report, 
is the second-biggest health risk in the en- 
campments surveyed (February 4-20) on 
both sides of the border by the four-man 
mission. The report's other findings in- 
clude: 

» Health and sanitary conditions among 
the Khmer border population are “very 
poor." 

» Upper respiratory infections, diarrhoea 
and gastro-intestinal diseases, measles, 


-Skin diseases, eye, ear, nose and throat in- 


fections, and war injuries figure among 
the principal concerns. 
> Hospital facilities are frequently 
rudimentary — often consisting of no 
more than hammocks. 
» Medical treatment is predominantly of 





à curative nature, v 
tive measures. 
Scotching regiona 
"new strain" of mal 
butes 99.97% of the 
two established pai 
and P. vivax. But, i 
falciparum parasite, 
young children and f 
become notoriousl' 
malarial drugs. 

Its resistance to s 
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“a very high degree’ 
ance is currently 
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Announcing the arrival of Thais new мога. Bigger. Wider. More comfortable. 
Royal Executive Class. | Not surprisingly, we 

Designed to improve needed more room to put them. 
Business Class, we started out So we created two 
where a passenger spends 1 spacious areas. One located 
most of his journey. upstairs where the First 

E А 

On his seat. a Class lounge used to be 

The result, on our The other downstairs 
747 Jumbos, is a First Class with only twenty-four seats 
seat in every sense of the m і... instead of thirty-five. 








This means ‘the aisle is not only 
wider, but theres considerably more space 
between your seat and the one in front. 

Catching forty winks is 
also easier because the new seat | 


reclines a full twenty inches. 
Enough on seating. | 
On to eating. Part of any great 
service is serving great food. 
In Royal Executive Class 
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we go one better and give you a choice 
of menus. 
So now you can choose between 


the Chicken Legs and the Beef Stroganoff. 





Served on elegant china with fine cutlery 
and table linen. 

Other niceties in the air include a 
selection of excellent wines and liqueurs, 
cheeseboards and baskets of tropical fruit, 
electronic headsets for your ears and 
comfort socks for your feet. 





On the ground we offer speedy check- 
in at special Royal Executive Class counters 
plus lounge facilities at most airports. 

What’s more, all this can be enjoyed 
for just the full economy fare, or a little 
more on certain intercontinental routes. 

Royal Executive Class is also available 
on our DC10 flights to the Middle East 
and our A300 [ routes throughout the Orient. 
So even if «x you change planes, you 

^. œs start and finish your 
journey in style. 
For the ultimate in 
Business Class, fly Thais 
Royal Executive Class. 
We think you'll 
appreciate it from top 
to bottom. 








The Roy al Garden — 
a strikingly different hotel 
in the heart of Kowloon 


Located in Tsimshatsui East in the heart of Hong 
Kong's vibrant new shopping and commercial 
district, The Royal Garden is a smaller deluxe 

hotel, with a personal touch. 

Tall palms, gracious ferns, lush foliage, flowering 
plants and a tranquil pool grace the garden atrium 
of The Royal Garden where each of the 409 
rooms and 28 suites overlooks the spectacle of this 
indoor garden, finished in Italian marble. 





For reservations at The Royal Garden, Hong Kong 
please call: the nearest office of HRI, The Leading 
Hotels of the World, your travel agent, the hotel 
direct at Hong Kong 3-7215215, telex HX39539, 
any other Mandarin International hotel, or any 
British Airways Office worldwide 





The Royal Garden 


Tsimshatsui East. Kowloon. Hong Kong 
A Mandarin International Associate Hotel 





WWF Kojo Tanaka; BCL 


The 
Giant Panda 
needs your help 
to survive 


Or Е every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money 


Please send contributions to the WW F 
National Organisation in your country or direct to. 


WWF International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 
WWF acknowledges the 
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The Farmers’ Trading Company Limited 4 
has it in all the right places. á 


The Farmers' Trading Company Limited is the largest 
department store in New Zealand, with 80 branches and 1.5 
million accounts. 


With such a large customer base and such far-flung operations, 
The Farmers’ needed an information and cash control system 
that gave management all the necessary facts, yet was easy 
for salespeople to use. 


That's why you'll find NCR systems in every one of The 
Farmers' stores. From point of sale terminals to inventory to 
credit and collections to the mainframe computer, NCR sys- 
tems keep The Farmers' in close touch with all its cperations. 


NCR's advanced transaction processing makes it happen. 
Now, besides knowing exactly the status on every piece of 
merchandise and every account, The Farmers' also has 
better stockturn, fewer markdowns, and less inventory paper- 
work. Which all adds up to increased profits. 
-. .AtNCR, we dedicate our worldwide resources to the development 
... and support of complete, cost-effective, "right now" information 
Systems. System et the data needs of stores like 


NCR puts 


computer power. 
where you need it. 
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C-E energy technology at work around the world. 


1. Engineering, construction and 
project management services for 
the petroleum, petrochemical, 
alternative fuel and other pro- 
cess industries. 

2. Fossil-fueled and nuclear 
steam supply systems and ser- 
vices for electric utilities and in- 
dustrial steam generating plants. 
3. Industrial materials and re- 
fractory products for steel, alumi- 
num and other metal industries, 
and automated equipment for 
metal casting. 


4, Equipment, products and 
services for onshore and offshore 
oil and gas exploration, produc- 
tion and production processing. 
5. Equipment, systems and 
services for electric utilities, 
pulp and paper and other pro- 
cess industries, and resource 
recovery systems. 

No other company has 
C-E's broad range of capabilities 
to help make the most effective 
use of the world's energy re- 
sources. For more information, 


including a listing of our offices 
around the world, write: 
Combustion Engineering, Inc., 
Dept. 7004-265, 900 Long 
Ridge Rd., Р.О. Box 9308, 
Stamford, CT, USA 06904. 


COMBUSTION 
ENGINEERING 


Energy Technology.Worldwide. 
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Chun at archery practice: but what about the 1988 Olympics? 


A flash of blue — and then back 


to olive green 


outh Korean newspapers are currently full of opposition 
S demands inside the National Assembly for the dismissal 

of Minister of Finance Kang Kyong Shik, for allegedly 
trying to cover up the government's role in pushing for a merger 
between Orient Securities and Sambo Securities against public 
interests. Sambo, the nation's largest stockbroker, is accused 
of mismanaging Won 19 billion (US$24.84 million) worth of 
stocks and cash deposited by customers (REVIEW, May 5). Even 
more surprising, given South Korea's universal image as an 
authoritarian country, is a similar opposition move to oust 
Minister of the Interior Noh Tae Woo, probably the most 
powerful figure in the government next to President Chun Doo 
Hwan. Noh, a retired general, has been asked to take 
responsibility for the killing of businessman Kim Kun Jo, who 
died reportedly from police torture. 

These lively debates and brisk opposition moves make Seoul 
appear much more liberal than the world outside perceives it 
to be: and superficially, South Korea has a working parliament 
functioning in its role as check and balance on the 
administration. But what casual viewers overlook is the 
substance of South Korean-style democracy that has functioned 
here for 11 years. In addition to the indirect election of the head 
of state, there is a parliament whose power and authority is 
severely limited compared with parliaments in other countries: 
a far cry from parliament before 1972, when the assassinated 
president Park Chung Hee rewrote the constitution. The choice 
before Chun — as many opposition critics see it — is whether 
to liberalise his system and give more authority to parliament 
or to continue, more or less, the process of piecemeal 
concessions seen over the past three years. It seems that, 
regardless of what his policymakers say, full political 
liberalisation will be painstakingly slow. ` 
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This FOCUS was written in South Korea by Reginald 

Child (The Economy), Peter Engardio (Trade Policies 

апа СТС), Laxmi Nakarmi (Overseas Construction, 

Electronics and Textiles), Shim Jae Hoon (Overview, 

Foreign Policy and Social Affairs) and Paul Sillitoe 
(Heavy Industry and Industrial Policy). 





Political stagnation now contrasts sharply with economic 
achievements. For one thing the economy, despite worldwide 
recession, has recovered the old growth momentum. Good 
crops in 1981 and 1982 added significantly to a 6%-plus gross 
national product growth rate for these two years. Inflation (as 
measured by consumer price increase) has dropped from 34.696 
in 1980 to 12.6% in 1981. Last year, it plunged further to some 
5%, the lowest rate in South Korea's history. Liberalisation is 
the key word in the nation's financial sector. The government 
is selling off its stocks in commercial banks, reducing its 
interference in bank management and the country is about to 
open its stockmarket to foreigners. But politically South Korea 
is way below its per capita GNP income of US$1,636. 
"Economic development, yes, but cavemen's politics" is how 
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SOUTH KOREA ‘83 
` one diplomat here describes the situation — a remark not far 
| offthe mark. ~ 

— A series of massive financial and political scandals rocked 
| the government last year, tarnishing Chun's image as а 
~ reformer. He adroitly surmounted these crises each time, 
үг periodically replacing prime, finance, interior and other 

— ministers. He knew that such cosmetics would not 
3 fundamentally alleviate the depth of public wrath against the 
__ government, which is why he started step-by-step liberalisation 
| to win public support. Most surprising of all was the release — 
— and exiling — of Kim Dae Jung, the leading dissident serving a 
—— 20-year prison sentence on sedition charges. 

















7-1 never a whole-hearted decision — to restore fully the 

=й democratic institutions which existed before 1972. 

— — Nowhere is this approach more evident than in the decision to 
- reinstate 250 politicians whose civil rights were removed until 

autumn 1988. The first list of people allowed to resume political 


У; 


: B: all indications Chun wants a gradualist approach — 


for instance Kim Jong Pil, former premier under Park, Kim 
— Dae Jung and Kim Young Sam, leader of the now-disbanded 
.— New Democratic Party which fought so heroically against Park. 
Of these three, the plight of Kim Young Sam seems most 
-— notable as he remains the sole political leader still under 
_ detention. After calling on Chun to start the process of serious 
| democratisation, his house in southwest Seoul is guarded by a 
—— dozen uniformed policemen blocking access to visitors. This 
_ detention seems curious in the light of the two other Kims — 
— for different reasons — being allowed to leave for the United 
P States. 
— Beyond these moves, there seems little likelihood of 
— Significant liberalisation in future. Indirectly, this view was 
_ confirmed by the partial reshuffling in March of the ruling 
— Democratic Justice Party (DJP) top leadership. Lee Chae 
— Hyong — figurehead representative of the party which controls 
— 151 seats in the 176-member Assembly — was replaced by 
.— Chin le Chong, a technocrat strong on policy matters but 
| considered weak on political leadership and even more 
— lacklustre and pliant than Lee. Lee's replacement drew much 
| attention because he was beginning to speak out at provincial 
_ party rallies, making headlines declaring: “Politics which only 
| emphasises reform but ignores democratic endeavours turns 
` into a dictatorship.” Tough political and social reforms as 
| advanced by the military-backed government, he said, should 
| be blended with progress on the political front. “Only when 
| these two requirements are properly mixed, can we achieve a 
| national reconciliation and make Korea an advanced 
| nation.” 
(— It was a brave comment for a party originally launched by a 
ML. group of retired army intelligence officers and widely known 
М for its adherence to military discipline and push-button 
F ‘mechanism. Lee, it seemed, was raising a refreshing voice of 
dissent in the political wilderness marked by massive 
purifications in all sectors of South Korean society in the last 
two years. He was urging the party to take stock of its past record 
_ and chart a new course in favour of more democratic progress. 
Whether his sudden candour was motivated by a wish to retain 
__ his number two position in the party or he was speaking out 
_ because he knew he was being eased out of it, is not known. 
But the debate he kicked off represented an important 
opportunity for Chun to move his party away from what Lee 
М described as the “olive-green colour of military uniforms" to 
democracy’s blue hue. Lee was removed, the debate was 
scotched and the party has gone back to its old familiar silence. 
Meanwhile, other changes in the party are not encouraging. 
Nomination of moderates such as Chae Mun Shik (speaker), 
Yun Kil Jung (vice-speaker) and Lee Jong Chan (floor leader) 
is meant to assure a smoother operation of the assembly. This 
softer image will be required particularly when Seoul hosts the 
70th Congress of the Inter-Parliamentarians Union in 
September. Chae, Yun and several others who have won 
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subcommittee chairmanship belong to former opposition 
parties. But day-to-day operation of the party remains in the 
iron grip of secretary-general Kwon Ik Hyon, Chun's classmate 
at the military academy. The new leadership is as tough as ever 
and seems committed to minimal liberalisation, covering this 
weakness with development designed to win public support by 
cutting down administrative red-tape and ensuring better social 
institutions. 

The thrust of the party's activities as it prepares for a general 
election in 1985 is to complete the training of a million members 
to form the party's core. The number equals about 5% of voters, 
but each cadre is expected to convince five others to vote for it. 
In addition, the party is also expected to rely on some 3 million 
others who have gone to lectures at Saemaul (new village) 
training courses, designed to impart the philosophy of nation- 
building. Although Saemaul ostensibly stresses social discipline 
and economic self-help, it has been effectively used in the past 
to create a large reserve of grassroots support by emphasising 
political stability. 


government’s contention that liberalisation should be 

slow. “Dogmatic and blind confrontation between 
politicians, between political parties are a waste of the nation’s 
resources,” says Chun. “Creation of an advanced nation starts 
from political modernisation and political modernisation means 

litics dedicated to the interests of the whole people; and these 

[tactors] form the basis of political stability." Chun's definition 
of stability, how it is to be derived, together with his abhorrence 
of confrontation — which, in a free society, often seems 
inevitable — would seem to offer the opposition not much in 
the way of choice. 

An indication of the success of this theory is the docility of 
minority parties. In response to the trend set for it, the 
Democratic Korea Party, the largest opposition grouping which 
controls 81 seats in the assembly, re-elected Yu Chi Song as its 
president on March 9. The party's biennial convention scene 
eloquently demonstrated its progressive disintegration over the 


I: political stability lies at the root of the 
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lled for “peaceful change of 
‘or press freedom.” They not 
ere a sad commentary on the 
nat its inability to change 
ptance speech, a vigorous 
al bills including revision of laws 
sembly, controlling the press 
One most vital factor in bringing 
tion is consolidating the foundation 
for democracy,” егей. Although that remark won the 
usual applause, few. delegates agreed it could be brought about 
under the present government. 
` То be sure, these are essential opposition demands to make 
South Korea’s parlia system a little more decent and 
workable. Under the assembly law, for instance, only 
the budget set ttee can review the government's 
budget bill; no ber can speak beyond 30 minutes 
unless authori: т who, when criticism of the 
„president or g ed, sometimes has the 

































ghting for changes within the 
“hun, not beyond it. He will not — 
— resort to extra-parliamentary 
tions or other tough action to 
rnative is the helplessness of à 
powerless as the DJP reneged on 
ese political bills seriously in the 
now-closed April: has he been successful in firing 
Noh or Kang. Motions mmending their dismissal were 
disproved by à pro-government majority. 


press his demand: 
minority. Recen 
its promise to di 


“inequalities such as the difficulty of raising political 
nds (the opposition spends about one-tenth of 

the DJP budget on organisation and propaganda), lack of 
press freedom and government intolerance of dissent. 
- Sometimes, they express fear of provoking government 
retaliation by going too far. Yu, however, should also be 
mindful of the impact such confrontational politics has on 
North Korea, which takes advantage of any political chaos 


М: party members readily blame its woes on built-in 


< fg the South to raise tension along the demilitarised zone. 
`v „South Korea, in fact, is held hostage by its own geopoiitics. | 


Like Park before him, Chun periodically reminds the country 
of fresh threats from Pyongyang to discourage dissent. The 
security threat is probably the most effective political leverage 
in the South. 

: In the long run, the biggest political storm may yet be in the 
making, in view of recently rewakened rumours of a new 
constitutional revision. Repeated government denials and 
Chun's own oft-stated pledge not to extend his current term 

— ending in the spring of 1988 — have not killed suspicion that 
he will stay on. Failure to back his promise with an institutional 
framework to prepare for a peaceful change of government is 
at the root of dogged opposition suspicions of another 
constitutional rewrite. Others maintain that Chun will not 
relinquish a chance to host the grand opening of the 1988 
Olympics, the crowning occasion to celebrate Seoul's coming- 
of-age celebrations. Under the present constitution, that event 
will be overseen by another president. 

No less important than whether he will step down in time is 
the question, who will succeed him — and how? A civilian or 
another retired general? Will he be elected by universal vote or 
by the same collegium which chose Chun? The prospect for 

` genuine stability hinges on these questions because, more and 
more, South Koreans have come to believe that their economic 
development over the last two decades has not been matched 
by commensurate political progress. As he gets closer to his ..- 
1988 deadline, Chun will come under growing pressure to 
ovide clear answers to these questions. E 









settling into à more structured one ‘During the i 
has been in the presidential-Blue House, he as held a sun 
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With these external initiatives, he h 
famous adage that diplomacy is ane 
politics. Indeed, he has shown how 
shaky mandate can make good use 
his political legitimacy at home. 

Foreign policy initiatives.again 
This time the historic visit to Seoul 
Japanese Prime Minister Yasuhiro 
papering-over of Seoul's difficult rela 
geographic neighbour. Reversing their 
themselves to a big financial-aid package cov 
at one time, Japanese officials finally agree 
billion dollars beginning this year. The special 
be disbursed over the next seven years carries a 
interest rate of about 6%. 

Wrapping up this old problem of aid, seems to 
bilateral relations on a new stable foundation. The 
agreed was US$2 billion dollars short of what Seoul hz 
originally asked from Japan, while the aid basket itself wz 
structured in such a way that Seoul initially found it hard to 
accept. The total'amount was divided into US$1.85 billion i 
cheaper official development assistance and US$2.15 billion 
more expensive Eximbank rates. 

South Korean officials were criticised by the press for... 
agreeing to accept what were described as unfavourable teri 
But, after the package had been successfully signed in Séou 
Nakasone hailed his trip as having opened a “new era” in 
Tokyo ties. Chun, in his toast, said the two countries Би 

looking forward to “а thousand years of friendship.” 

Meanwhile, Seoul dropped its argument that the joan was 
part of what Ji apan ought to pay for enjoying a free security 
ride at the South’s expense: Seoul commits some 6% of it 
annual gross national product to deter attack by the North 

Japan has so far refused to buy this theory, saying that it: 
no-war constitution precludes any military alliance with oth 
nations. It rejected Seoul's hard-sell approach to secure a 
from a reluctant Japan. The communique signed by Nakaso 
and Chun said in part: “The prime minister and president nc 
that the Republic of [South] Korea's defence efforts and... 
dialogue efforts [with the North] are contributing t to maintai 
peace on the Korean peninsula." 

In his toast at the banquet, Nakasone also said а few wor 
on the historic subjugation by Japan of Korea for 35 years ип 
1945. “It is — and I say this with deep regret —- a fact that the 
history of our relations has its unhappy pages and this isa fa 
that I and all Japanese must recognise and take to heart." It 
was a cushioned way of apologising for the controversy stirre 
up by Japan's textbook revisions that upset so many Asian 
countries in 1982, including South and North Korea. Seoul had 
exploited the controversy to secure maximum leverage on the 
aid question. 

Following Nakasone's visit, officials of the two governments 
have agreed on the scale of first-year disbursement of aid. Tokyo 
will supply US$190 million this year to start a series of 
infrastructure projects, including a multi-purpose dam. 

Economic aid, however, is but one aspect of what seems.to 
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SOUTH KOREA’ 


. be a more important change marking bilateral diplomatic 


cooperation. Nakasone and Chun had agreed to install a hotline 
to conduct periodic consultations and frequent telephone talks 
have already taken place between the two leaders. Chun was 
briefed by Nakasone on results of the latter's visit to Washington 
last year; Nakasone, in April, briefed Chun on the purpose of 
his visit to Asean. 

This increasing consultation seems to imply that both sides 
are ready to accommodate each other much more positively 
than in the past; Seoul appreciates Japan's growing regional 
role while Tokyo apparently no longer wants to isolate Seoul in 
dealing with issues that may affect the peninsula. South Korean 
officials, for instance, do not react nervously to each new 
overture from Japan, including the defence debate over 
guarding and patrolling 1,000 nautical miles of sealanes in view 


- of the Soviet Union's growing presence in Asia. Nor has South 


Korean Foreign Minister Lee Bum Suk raised any visible 
objection to blockading — if necessary — the Tsushima (or 
Korea) Strait in times of emergency. 

The trend towards broader accommodation of Japan's 
defence role in the region, which contrasts with nervousness 


— shown by the Philippines, essentially rests on South Korea's 


confidence and trust in the security umbrella sponsored by the 
United States which bases some 38,000 combat troops in this 
country. The US-South Korean military alliance, dating to the 
1954 mutual defence treaty, has played a vital role in 
maintaining peace on the peninsula. 

In return, Japan seems much more eager to play the role of 
an honest broker in the whole Korean question. When he visited 
Peking last time, Japanese Foreign Minister Shintaro Abe made 
discreet queries about China's reaction to growing tension on 
the peninsula. Susumu Nikaido, a leader of Japan's ruling 
Liberal Democratic Party, similarly expressed Japan's interest 


A skyjack triggers 
Seoul-Peking talks 


L connection with Seoul's continuing effort to open 
contacts with Peking, a significant breakthrough was 
achieved in May when a civil jetliner belonging to the 
People's Republic of China was hijacked to South Korea 
by a team of six Chinese thugs. Aboard the British-built 
Trident were 106 passengers — including three Japanese 
— and crew, two of whom were wounded in a mid-air 
struggle. 

Despite the lack of diplomatic relations, Peking promptly 
sent a high-powered 10-member delegation to negotiate 
the repatriation of the aircraft and passengers. Much 
goodwill was generated as the Seoul government extended 
unusual hospitality to the released hostages and crew who 
were wined and dined lavishly while negotiations 
continued. Shen Tu, director general of China's Civil 
Aviation Administration who led the talks, thanked the 
South Korean Government for its hospitality and 
humanitarian concern. Other Chinese officials said 
privately that they thought relations at non-government 
level should now be established between Seoul and 
Peking. 

As à result of three days of talks, a nine-point 
memorandum covering the repatriation was signed 
between the two nations by Shen Tu for China and 
Assistant Foreign Minister Gong Ro Myung for South 
Korea. It was the first official document bearing formal 
sovereign titles of the two sides. 

The memorandum's item nine provided the basis for 
further official contacts. *Both sides have expressed their 
hope to maintain the spirit of cooperation, which was amply 
manifested in handling the incident, in a future case of 
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the Korean situation stabilise during his talks with 
Chinese officials. In short, Japan is beginning to play a much 
bigger diplomatic role in the Korean question. 

One vital aspect of Chun's foreign policy is his so-called 
Nordpolitik, a policy instrument to strike some sort of modus 
vivendi with China and the Soviet Union. Seoul would like to 
start with broader (not indirect) commercial ties or cultural 
exchanges with both superpowers hoping they will in time lead 
to an opening of diplomatic relations. An essential link in this 
policy is the theme of cross-recognition, first mentioned by 
former US secretary of state Henry Kissinger in 1975. 

Its goal is to have the US and Japan recognise Pyongyang in 
exchange for recognition of Seoul by China and the Soviet 
Union. Its chief side-effect, pending reunification of the country 
in the remote future, will be the recognition of status quo on 
the peninsula which North Korea has strenously refused to 
accept. At least one singular advantage of this scheme is the 
reduced chances of another war in Korea, where North and 
South, together, currently maintain more than 1 million men 
under arms. 

If it progresses, the scheme could help deal with the 
embarrasing question of what to do with the present fragile 
armistice structure which the US, China and North Korea signed 
in 1953 as a temporary arrangement to discontinue hostilities. 
It now remains the sole mechanism for preventing a new war. 

For the moment, however, neither Peking nor Moscow seem 
interested, largely because of rivalry over the difficult client 
straddling their common borders. Whenever the subject is 
mentioned in these two capitals, Soviet or Chinese officials 
point their fingers at Pyongyang. 

South Korea, however, has not abandoned hope in the 
formula. If possible, it is willing to push a modified form, first 
limiting cross-recognition to Japan and China to be followed in 
later phases by the US and Soviet Union. Lee has admitted 
that the scheme has not been well received by the socialist bloc 
but refuses to abandon it. 















Wining and dining: released hostages at ease. 






emergency which may involve the two sides," it said. This 
represented dramatic progress for Seoul's efforts to 
normalise diplomatic relations with Peking. 

South Korea, meanwhile, decided to exercise its own 
jurisdiction over the six hijackers in accordance with The 
Hague Convention as it covers air piracy. The six actually 
found themselves wanted by three countries: by South 
Korea where they landed; by China which wanted to 
prosecute them, and by Taiwan which considered them 
"freedom fighters." When they are put on trial in Seoul, 
however, the South Korean judicial authorities will want 
some witnesses from China to testify in the case, which is 
certain to lead to more contacts with Peking. 

So, despite China's delicate position vis-a-vis North 
Korea, it seemed to have no alternative but to respond. In 
fact, many here thought Peking itself was using the occasion 
to loosen its attitude to Seoul. Apparently the Chinese, 
too, considered the talks an important stepping stone to 
something bigger. 
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As to South Korea's relations with the Us nebi 
concern seems to be whether Washington will respond positively 
to Pyongyang's repeated efforts to initiate separate peace talks 
behind Seoul's back. North Korea's President Kim Il Sung 
recently told Egyptian President Hosni Mubarak that he stood 
ready to talk peace with the US without, of course, participation 
of the South. 


are expected to take a new step soon which they hope will 

mollify Kim's intransigence to accept a tripartite 
conference. The State Department is expected to issue new 
guidance that US diplomats in Moscow, Vienna, Geneva or 
New York (United Nations) should not shun discreet 
approaches made by North Korean diplomats. 

The news leak caused consternation in Seoul. But the US 
explained it saw no reason why it should not smile back if 
Pyongyang officials approached them. After all, are not Chinese 
and Soviet diplomats smiling at South Korean 
representatives? 

As a matter of fact, Chun has actively cultivated friendship 
with Moscow and Peking. A proof of success of this policy came 
in March when two more Soviet officials arrived in Seoul to 
participate in the international conference on agriculture. They 
are understood to have requested Seoul officials not to publicise 
their presence lest it anger North Korea. When Seoul hosts the 
70th Inter-Parliamentarians Union (IPU) conference in 
September, more Soviet and Chinese delegates are expected to 
come: this time they are likely to be among a large number of 
East Europeans. That, precisely, was the objective of hosting 
the conference in the first place. 

Regarding US responses to North Korean overtures, South 
Korean officials want Washington to keep these contacts at the 
lowest possible level and not let them escalate without their 


т: idea finds no sympathy іп Washington, but US officials 


knowledge and agreement. The spectacle of US and North — 
Korean officials holding any substantial meeting inside the 
Eastern bloc causes nightmares. In the 1970s at the Paris talks, 
Seoul saw how Hanoi skilfully outmanoeuvred Saigon by 
keeping the Thieu regime out of the substance of the talks. 

On the other hand, the US seems to believe that maintaining 
these contacts will encourage the North to move away from its 
self-imposed isolation from the world community. Thus, not 
long ago, the US approved the UN Development Programme 
loan of US$8 million for North Korea to upgrade its railway 
facility. It did not provoke a nice reaction from Seoul, though. 

There is less room for anxiety or misunderstanding on the 
level of security cooperation. At the April consultative talks in 
Washington, the Reagan administration reinforced Seoul's 
confidence in the US security commitment by placing South 
Korea on the list of nations with which it has *vital interests." 
In other words, it was now viewing the defence of South Korea 
with the same importance it viewed the defence of Nato 
countries, the Middle East and Japan. 1 

Thus, South Korea's foreign policy is shifting its priority from 
making friends the world over to focusing more on fundamental 
security interests relating to Japan and the US. Foremost in 
this consideration is any change which might occur in the current 
balance of power in East Asia. Finding a breakthrough for its 
detente with Moscow and Peking will continue to receive high 
priority: progress here has vital bearing on prospects of the 
now-stalled inter-Korean dialogue with Kim Il Sung and vice 
versa. 

Another major objective will be to secure as much support 
as possible for Chun's proposal for a summit meeting of Pacific 
Ocean countries. In view of the complex interweaving of 
interests in the region, progress on this front will admittedly be 
slow. Chun, however, has committed his prestige to realising 
this idea. It will be hard for him now to back down from it. @ 





SOCIAL SCENE 


Robin Hood Cho 
in the belly 
of the nation 


pril's crime figures have undermined South Korean 
society's confidence in its ability to maintain the rule 
of law, at the same time as single-mindedly pursuing 
the goals of industrialisation and development, after a series of 
incidents left the average man in the street wondering if his 
country had not chased materialist targets too rapidly at the 
expense of a more balanced sense of law and order. 

The first sensation to rock the national conscience occurred in 
the southern city of Pusan in March. Kim Kun Jo, an executive 
of Hanil Textile Co., reportedly died as a result of police torture. 
He was under investigation for buying land for his company in 
contravention of the government's 1980 decree that all 
conglomerates with negative balance sheets must liquidate 
property holdings to pay back bank loans. As police 
investigations continued, it transpired that the presidents of 
three more well-known companies had similarly repurchased 
land by bribing government officials in the land-development 
agency. 

Public anger over police use of torture then turned into wrath 
directed at these conglomerates. “Unscrupulous business 
leaders ought to be brought under control," commented one 
national daily. “They are antisocial and amoral,” said another 
morning paper. 

The public's shifting mood was a curious case of mass 
behaviour. Regardless of the businessmen's greed — they 
surreptitiously bought back land probably because the jump in 
land prices was overtaking bank interest rates — the country's 
police force may well suffer from a discipline breakdown. Nor 
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Captured thief Cho: anti-Establishment hero. 


was this the first time that the media indulged in an orgy of 
sensationalism. About the same time last year, a policeman, 
under the influence of alcohol and apparently deranged, ran 
amok in his village, shooting and killing 56 people. There was 
naturally wide coverage given to the tragedy. The national 
conscience was stirred. 

However the impact of the torture case on the public was in 
no way as profound as that created by housebreaker Cho Se 
Hyong. Cho stole valuables conservatively estimated at Won 1 
billion (US$1.3 million) in a six-month burglary spree through 
the homes of the country’s rich and powerful. Among his victims 
was Deputy Premier Kim Joon Sung, whose damage was 
reported at Won 500 million but which police originally 
announced to be Won 7.3 million. 

In the cache of stolen goods later recovered by the police 
was a huge collection of jewelry including several diamonds, 
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ut the people he robbed: (Cho later escaped from 
id went on the run for 115 hours before being shot by 
eturned to custody.) 

С rned into an anti-establishment hero. In his pre- 

¢ petition to the court, he claimed never to have injured 

ie during his criminal exploits, adding that he stole only 

e rich. He said he marvelled at the wealth stacked inside 
‘ims’ safes and wondered if he was not being overly 












he hàd robbed. 
€ spectre of high-level corruption struck a chord in the 
s ofordinary people who chaffed increasingly atthe uneven 
bution of the nation's wealth. Some press reports sought 
clude the deputy premier from wrong doing, saying he 
| successful banker before he joined the government. But 
roved to be a weak defence as theft victims became 
s of the corrupt and heartless rich. 
е Cho lay inside the prison hospital with a bullet hole in 
est and collected cheques sent by anonymous 
athisers, the government was faced with opposition 
nands in the National Assémbly to investigate how theft 
ims came to acquire so much wealth and whether such 
traband jewellery had ever been cleared through the 
toms and taxed. bs 






















E ECONOMY 


fashionable word these days in South Korea's economic 
policymaking circles is liberalisation — liberalisation of 
k JA. imports, liberalisation of the banking sector, 
beralisation of foreign investment, liberalisation of the 
ustrial incentives system. All these refer to elements in the 
rall policy of President Chun Doo Hwan's Fifth Republic to 
uce direct government intervention in the economy, carry 
process of deregulation, leave economic decision-making 
private sector and allow the greater working of 

npetitive market forces to bring about a more efficient 
Ócation of resources. 

those who would wish to view South Korea's rapid 
conomic development as a successful example of the efficiency 
е capitalist system, it must be something of a - 
ippointment to learn the extent to which it has been based 
entral planning, bureaucratic intervention, plus governmerit 
es and iricentives: Where the government has not 

ly owned the commanding high ground of the economy, 

s certainly controlled it in the past, especially through the 
ovision of credit and incentives for the strategic sectors. This 
is not to sdy that South Korea's entrepreneurs have not been 
portant, but their success has often been aided by advantages 
id incentives offered by government and by fitting in with 
government plans. ' i 

. In view of its success the Korea Inc. system can hardly be 
denigrated. In the two decades since the launch of the first five- 
year-plan in 1962, gross national product has increased fivefold 












ith a life imprisonment sentence to pacify influential 











| and with the supply side school. 


early this year was ; 
nese-made rice-cookers through customs. 





available at home? DE S 
In the public image, rice-cookers paled beside the glittering 
collection of pear-shaped diamonds — favourite collectors" 
item of the super-rich — sapphires, rubies, opals, black pearls, 
custom-made wrist-watches and so on found in Cho's haul. ` 
What all this pointed to was a dangerous bipolarisation of | 
the South Korean society where the top 20% of the population 
controlled 45.5% of the nation's wealth — the share of the lower 
40% was 16.1%. | в 


Assembly, said this pattern of wealth distribution was 

better than in many other developing countries. But he 
was Over optimistic in his assessment as nearly one out of every 
10 South Koreans still hovered on the poverty line. Тһе 
country’s lopsided development was further dramatised by ` 
Seoul becoming the belly, not the brain, of the nation. With its 
population threatening to hit 10 million soon, Seoul had 25% of _ 
all inhabitants, 57% of passenger cars, 40.9% of telephone 
services and nearly 50% of all collegians. It virtually Te 
monopolised banking and finance by using more than 60% of ^ 
all credits. SE ane 

Seoul has everything that the rest of the nation lacks and a. 

preponderant share of its wealth is in turn held by a minority: 
In a way, the city's rich help to deepen this alienation of the 
underprivileged by flouting outrageous living styles — 


pis Minister Kim Sang Hyup, speaking at the National 























in real terms from US$12.7 billion to over US$63 billion; on à 
per capita basis it has risen threefold to more than US$1,500 
(both at 1980 constant prices) and the value of exports has 
multiplied many times from just US$54 million to US$21 billion. 
In the first three five-year plans annual real growth performance 
actually exceeded planned levels, with that of the third turning 
out at 10.1% compared with a forecast 8.6%, notwithstanding 
the impact of the first major round of oil-price increases. 
However by comparison, performance during the fourth plan 
covering 1977-81 was something of a disappointment. Annual 
average real growth rate was only 5.295 — way below the 
projected 9.2% — and prices rose at twice the planned level, 
averaging out at 19% per year. Much of this shortfall was — 
attributable to the impact of world recession in the wake of the 
second major round of oil-price increases and dn unprecedented 
drop in South Korea's GNP in 1980. Also, it mainly reflected a 
very poor harvest and temporary period of socio-economic ` 
instability following president Park Chung Hée's assassination 
in late 1979. However, the fourth-plan period also brought to 
light what were considered a number of structüral problems. 
Over-investment at that time in heavy and chemical industries 
had resulted from a considerable expansion in low-cost 
preferential loans through the banking system, which also 
distorted investment allocation and added to inflationary 
pressure. High inflation itself and negative real-interest rates in 
the banking system tended to encourage a diversion of funds to 
non-productive speculative forms of investment rather than _ 
advances into technological development and productivity. ` 
This, combined with feelings that the industrial structure was 
becoming too complicated to be left in the hands of government 
planners — and that the government should divert greater 
attention to social welfare improvement — encouraged the 
emergence of liberalisation policies together with an emphasis 
on attaining price stability: VEHI E 
To this may be added another influence — the direct exposure 
of many of South Korea's top economic planners and officials 
during their advanced education to the more recent theories in 
vogue in the United States associated with Milt | : 
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Plan, now named the Economic and Social Development Plan 
(ESDP), it was largely expansion in government investment — 
and ‹оѕоте extent government consumption — that maintained 
growth in the economy. Fixed capital formation rose by 11. 596 
leading the estimated 5.4% expansion in real GNP. This . 
principally reflected an increase in government investment in . 
such areas as nuclear-power stations, subways and public 
housing and resulted in a sharp upswing in construction 
activity. 

In the latter part of the year there were also signs of more 
positive private-sector fixed investment. Consumption 
increased modestly at 3.6% but a rundown in stocks depressed. | 
activity. However, most noticeable by past South Korean 
standards was the decline in volume growth of overall external 
demand, which for the year turned out at a modest 5%. 


his worked through to the external trade position. 

Commodity exports (in nominal US dollar terms) rose 

only 1.396 in value, but commodity imports declined 
3.9% as a result of broadly stable, international raw-material 
prices especially for oil, reduction in grain needs as a result of 
two successively favourable harvests and the comparative 
sluggishness in the domestic economy. Combined with a US$900 
million improvement in the deficit on services — largely 
stemming from overseas construction activities — this resulted 
in a considerable.narrowing of the current-account deficit in the 
balance of payments, to US$2.5 billion from US$4.6 billion in 
1981. 

Perhaps the most gratifying aspect of the 1982 performance 
— particularly for a government that had set so much store by 
it — was the further improvement on inflation. For past year 
the rise in the consumer price index (CPI), from December 
1981 to December 1982, was just 4.8% and that for wholesale 
prices 2.4%. This was the first time in South Korean 
development history that inflation was below 5% and it 
compares with a rise in consumer prices of 35% only some two 
years ago. 

The trend in import costs, stability in food prices and a 
reduction in interest rates were obvious contributing factors, 
but the government also claims considerable benefit in the form 















even some of the more modest projections of the current ESD 
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orders (in tonnage terms) fell some 2 

though negotiations for new orders ar 
be picking up. Even before the full i 
exporters" earnings, the value of new. 
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As during last year, the government i 
public-construction projects. to maintain business reco 
with nine-tenths of this year's allocation to bé used in the 
half. However, the government's room for manoeuvre asa 
continuing anti-cyclical force is Being limited by some loss 
buoyancy in tax revenues, a desire to eliminate the fiscal d 
and to avoid government borrowing being inflationary. 

This year’s (fiscal and calendar) expenditure increase in 
general budget — at 9.8% — is already one of the lowest: 
and 1984 budgetary guidelines. have been set indicating an 
absolute freeze. Some leeway is being currently provided] 
the impact of the latest oil-price cuts — which are only to | 
reflected partially in domestic prices with the remainder 
diverted to special government funds — to be used for si 
purposes as aiding construction of seven multi-purpose да 
raising coal reserves, helping small industries and for credi 
exports for heavy and industrial products. 

Private-sector investment is showing signs of pick- up an 
there could be some recovery in inventory levels, particul: 
export growth revives. However, even allowing: for a low 
of corporate-tax rates from 33- 38% to 30-33% from this ye 
— less than the originally planned drop to 20% — and last 
seven percentage points cut in interest rates, private-invest 
growth may be modest. Many South Korean enterprises $ 
have considerable capacity under-utilised, and have alre 
reduced profit margins to weather the recession and gen 
remain very considerably indebted, pe) to an alre C 
heavily lent banking system. 

Additionally, some enterprises curtetly seem more 4 
concerned in directing funds to property development. Ото! 
in consumers' expenditure is expected to be aided by the 
lowering in inflation but is likely to be limited, with wage le 
anticipated to rise around 6%. 

None of this is to suggest that the performance of the Sou 
Korean economy will not continue to be near the top of the 
world league: latest business indicators point to a steady pick- 
up. However, the heady GNP and export-growth rates of the 
1960s and much of the 1970s are clearly a thing of the past ani 
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demand. There has also been some downward revision of more 
recent real-growth figures, with that for 1981 put at 6.4% 
compared with initial estimates of 7.1% and that for 1982 
currently put at 5.476, compared with earlier talk of 5.8%. 

It may also be somewhat premature to talk of the elimination 
of inflationary psychology. The March CPI was 1.8% up on the 
end of 1982 and the 1983 plan calls for keeping inflation below 
4%. However, last year's M2 (money-supply) growth averaged 
more than 30% and in March this year the figure stood 24.6% 
up on the year-earlier level, compared with the target for 1983 
of 18%. Strict monetary targets may not be so applicable to 
developing countries, particularly undergoing changes in the 
financial structure and especially in the case of South Korea 
which had to absorb the impact of last year’s kerb-loan scandal. 

But there are some questions over the compatability of such 
growth with the aim of price stability and there appears to be 
no shortage of floating funds for speculative activity, most 


_ recently focused on Seoul's apartment shortage. In previous 


years too responsibility for as much as 50%-plus of domestic 
price rises have been attributed to international factors and, 
though currently international-price levels — especially for oil 
— are favourable, they may not remain so indefinitely. 

Failure to attain export-growth targets would lead to 
implications for the external-payments and debt position. After 





Shipbuilding: World No. 2 in tonnage but orders fell 20%. 


last year's much better-than-expected current account 
performance, the deficit was projected to narrow further in 
1983 to US$2 billion even before oil-price cuts which have been 
estimated to produce a gross import saving of some US$900 
million. 

Yet with exports sluggish, the current-account deficit for the 
first quarter of 1983 was already US$995 million, about three 
times that for the first quarter of last year — reflecting a 
deterioration in both the trade and invisibles positions. Foreign- 
exchange holdings have fallen by nearly US$900 million since 
end-1982. 

External debt outstanding at that time amounted to US$37.2 


` billion — equivalent to some 57% of GNP — and last year the 


debt-service ratio stood at 15.5% compared with 13.8% in 1981. 
Although foreign capital requirements are now put below the 
original projections of ESDP, forecasts to reduce the ratio to 
14.276 this year and to get external debt down to 46% of 
anticipated GNP by 1986 do rest on fairly optimistic export- 
and GNP-growth assumptions: not that there are any serious 
doubts about Seoul's creditworthiness but a number of projects 
have recently been postponed beyond their original start-up 
date. An International Monetary Fund mission here in March 
also urged the government to push ahead with acquisition of 
long-term loans to reduce the share of short-term loans and 










en credi ig. Total foreig: tal requirement 
for this yea has been Pur ee lion with Se o biton 
in the form of long-term inflows. 

It is partly with a view to reactivating export momentum that 
liberalisation policies are being advocated. Import liberalisation 
is seen as a way of increasing competition for South Korean 
products, thus stimulating improvements in quality and 
competitiveness. Similarly, liberalising the climate for foreign 
investors is designed to assist the establishment of joint ventures 
and gain access to advanced technology and sophisticated 
designs. Overall liberalisation is regarded as desirable to ensure 
specialisation in products in which Seoul has comparative 
advantage. 





been largely cosmetic, have taken the form principally 

of future plans and have hardly reduced the influence of the 
the bureaucrats. A framework for a fair-trade system has been 
established. Areas open to foreign investors have been increased 
and administrative procedures relaxed, though problems of 
existing investors as in access to sufficient working capital have 
not been addressed. In the banking sector, the government's 
remaining shares in major domestic commercial banks have been 
sold to the private sector and the institutions given some greater 
management autonomy. New entrants into financial markets, 
especially the secondary one, have been allowed and there have 
been some moves to deregulate interest rates. 

The import-liberalisation ratio has been adjusted 
upward in recent years to 76.6% and import of a 
further 250 items will be allowed in the period from 
July. But import liberalisation is generally regarded 
internationally as involving more than just allowing 
entry of goods, though there are proposals for an 
overall reform of the South Korean tariff system. 

In something of a debate that emerged between 
government departments over the pace of import 
liberalisation, it seems that the advocates of the 
more gradualist approach have won the day. 

Additionally, most government regulatory props 
of the economic system — policy-financing loans 
directed to industries and sectors designated as 
strategic, industrial incentives, export preferences 
and capital and foreign-exchange control — remain 
in place. The government is spearheading 
investment in key national research-and- 
development projects and is also the instigator of 
plans for developing and restructuring key industrial 
sectors such as vehicle, plant engineering and heavy 
machinery. It retains a direct stake in the banking 
system through ownership of specialised banks such 
as Korea Development Bank, ExIm Bank and 
Korea Exchange Bank. Announcements of 
government directives for particular industriés or sectors 
continue at regular intervals and many government projects 
for social and welfare development would elsewhere be defined 
as economic. 

The decision to absorb the best part of oil-price cuts into 
special funds is perhaps symptomatic. The move may not be 
totally undesirable but more practised adherents to market 
forces may have preferred to let the full impact be competitively 
reflected in domestic price levels. There are also fears that 
liberalisation moves may not sufficiently diffuse economic 
decision-making to the markets but instead transfer economic 
power to large corporations which, as a result of 
denationalisation moves, already hold major stakes in 
commercial banks. Intuitively attractive as a free-market system 
may seem in the pure theoretical terms of an economist, 
anything less than perfect competition is a non-quantifiable 
choice between second-bests. 

At all events, whatever the surface appearance, it seems 
probable that any important deregulation moves will be gradual 
and it is unlikely that the government will remove too many 
props from an economic structure that has — on balance — 
produced successful results. In such moves there is always the 
possibility that something will give — or that further ugly 
skeletons will be revealed. 


De much publicity, liberalisation moves to date have 


JUNE 2. 1983 e FAR EASTERN ECONOMIC REVIEW. 


چ > 


& 
T 


(A шон 5-С іб chaim Z PEUGEOT 505 
with realism: he finement with officiency. 


——— 
о ———— 


Я PUSS {1 == = 





Even if you dont know the country, - 
you can always look to Bank of America 
to know the currency. 





Aggressive rates on major 
world currencies. 

The more foreign currencies 
you do business in, the more you 
need foreign exchange services 
from Bank of America. Because 
with our 90-nation banking net- 
work, we're on the scene in more 
countries than almost any other 
bank. And as active participants in 
financial centers and local markets 
across five continents, we moni- 
tor major foreign exchange 
markets around the world to 
negotiate favorable rates. 


As market makers, we price 


aggressively on both spot and 
forward markets. We get you 
quick information on every 
currency, with timely quotes on 
every actively traded one. 


And as a highly experienced 


foreign exchange bank, we rapidly 


execute your foreign exchange 

transactions and money transfers. 
Best ofall, we provide these 

services in major marketplaces 

worldwide. 

Financial Markets Advisors 


assist you internationally. 
Around the world, our profes- 


sional teams of skilled Financial 
Markets Advisors offer you tactical 
and strategic market analysis. You 
get up-to-date reports on market 
activity. Analysis of market trends 
and advice on managing your 
exposure. And quotes and consul- 
tation not only on foreign 
exchange, but on a wide range of 
financial products and services 
available in your market. 


Perhaps most important, once 
your relationship with us is 
established, you will have access 
to advice developed specifically 
for your company’s risk profile 


and objectives. 


Foreign exchange workshops 
available worldwide. 


In countries around the world, 


we present foreign exchange 
workshops for your treasurer and 
financial officers, as well as your 
marketing staff and sales force. 
These workshops provide in- 
depth discussions on topics from 
swaps to foreign currency 


borrowing. They offer procedures 


to help you identify your 
exposure and choose options for 
correcting it. And they give your 
staffa common vocabulary and 


conceptual framework for under- 
standing foreign exchange and 
interest rate risk. 


Our foreign exchange work- 
shops are just one more way we 
provide comprehensive answers 
to your foreign exchange needs. 
For more information, contact the 
Branch Manager at your nearest 
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Bank of America office. 


Look to Bank of America for 
foreign exchange services. You 
can count on us around the 
world. 


Look to the Leader. 
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Place your originals on the marks. 
Pick up your completed sets. And 
go. That's the Canon full-system 
high-speed copying approach. 
Our options make our high- 
speed desktop copiers even faster. 
Connect an automatic document feeder 
and you can load in a stack of originals for auto- 
matic alignment on the copyboard. Then let the sorter 
collate your copies into multi-page sets, ready for dis- 
tribution. And all of this happens fast, because our 
copiers are fast. The NP300 can turn out copies at a 
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rate of 30 per minute*, while the NP 
400 produces an astounding 40 per 
minute* more than many bulky con- 
soles. If you add our paper deck you can 
make 2,000 copies nonstop without refilling. 
Both the NP300 and NP400 do well what 
they do fast. The NP300 features reduction to 
save on filing and mailing costs, while the NP400 
gives you two reduction ratios and even enlargement. 
Both are loaded with the kind of electronic sophisti- 
cation that will get you across the finish line first with 
great-looking copies. 
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The noodles-to-missiles 


has culturally influenced Japan. The claim may have 

some substance as far as pottery is concerned, but the 
heady world of business is another matter entirely. As the 
economic power of its elite club of business groups spreads, the 
South Korean economic structure is coming more like Japan’s 
each year. 

Nine groups that hold privileged general trading company 
(GTC) status — Samsung, Hyundai, Daewoo, Sunkyong, 
Lucky-Goldstar, Ssangyong, Kukje, Hyosung and Kumho — 
dominate the private sector. Set up to boost exports, which 
they have done in a remarkable way, GTCs have expanded 
their scope enormously. 

Not only do they control more than half the nation's exports, 
but they are also increasing their role in imports — GTCs 
handled roughly 12% of the nation's total in 1982 — domestic 
markets and the financial sector. Daewoo, Hyundai, Samsung 
and Lucky-Goldstar grabbed major shares of commercial banks 
soon after the government started liberalising their ownership 
rules. 

There is scarcely an industry GTC affiliates and subsidiaries 
have not touched. They control or have a 
dominant presence in such key 
industries as shipbuilding, advanced and 
simple electronics, overseas 
construction, oil refining, motor vehicles 
and petrochemicals. In addition, they 
have considerable political clout. “We 


А favourite South Korean boast is of how much the nation 


Daewoo Corp. economist Kim Duk 
Choong. “When we (GTCs) have a 
problem, we call a meeting with 
ministers.” 

An industrial “oligarchy,” as one 
GTC president calls it, appears to be in 
the making. Business analysts, GTC 
executives and some government 
officials concede that South Korea is 
drifting into a Japanese zaibatsu 
(corporate) alignment with official 
blessing. 

All of this has developed rapidly and 
unexpectedly. Park Pil Soo — deputy 
minister of finance under the late 
president Park Chung Hee and architect 
of the GTC system — says the 
conglomerates have carried his game- 
plan much farther than he expected. 
“For a long time I have insisted that the Japanese sogo soshas 
[trading companies] and [South] Korean GTCs are entirely 
different," says Park, now dean of the Graduate School of 
International Trade at Hankuk University of Foreign Studies. 
"But now, when my students ask me what the differences are, I 
have to admit they are disappearing." 

One crucial difference between GTCs and their Japanese 
counterparts, however, is experience. *We are still seven-year- 
old children," jokes Daewoo president Lee Kyung Hoon. “We 
are still maturing.” But whether GTCs are mature enough to 
use vaster economic power responsibly and efficiently is open 
to question. 

The giant Japanese noodles-to-missiles sogo soshas started 
in the late 1800s. South Korean GTCs were born artificially 
with the exception of Daewoo, which started as a trading 
company. The government licensed the first GTCs in 1975 
because Seoul's exporters lacked management skills, marketing 
offices and data-gathering to make them competitive overseas. 
Firms meeting criteria for overseas offices — export volume, 
public ownership and product diversification — could be GTCs. 
This entitled them to hold more foreign exchange, handle their 
own letters of credit, import raw materials for their own use 
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Daewoo: they talk to cabinet ministers. 
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explosion 
and a host of less-tangible political privileges. In less than two 
years, eight firms qualified. The number peaked at 13 before 
dropping to 10. One GTC — Korea International Trading — is 
state-run and plays a marginal role. 

As international traders, GTCs have had to mature fast but 
still lag far behind the Japanese in efficiency, marketing 
sophistication and in the art of playing international capital 
and commodities markets. This is understandable, since most 
GTCs were founded not by trade experts but by industrial 
tycoons who helped rebuild the shattered economy after the 
Korean War, made windfall profits, expanded, benefited from 
political connections and built family empires around 
themselves. Hyundai, for example, started with a motor 
vehicle repair shop. Kukje began making cheap rubber shoes, 
Lucky-Goldstar with a facial-cream business, Siua with a 
rice mill, Sunkyong with a weaving factory and Ssangyong with 
a cement plant: 

Within three decades, these groups have exploded in size. 
Hyundai has 30 subsidiaries and dominates heavy industry, 
including shipbuilding, motor cars and construction. The 
group's total turnover in 1982 was nearly US$10 billion. South. 
Korea's gross national product was only — 
USS62 billion. The 26-company 
Samsung group is the most diversified, 
with major emphasis on electronics, 
foodstuffs, telecommunications and . 
insurance. It claimed US$7.3 billionin — — 
turnover last year. Daewoo is probably _ 
the most advanced in marketing and 
trading and also is a giant in 
shipbuilding, Overseas construction, 
trains, automobiles and —soon—home _ 
appliances. Lucky-Goldstar, which 
reported US$7.2 billion in sales last 
year, dominates the electronics and 
chemicals industries. 

An ample supply of cheap labour, an 
almost uninhibited flow of concessional 
financing and sheer size have made GTC | 
light- and heavy-industry enterprises 
formidable competitors. 

Their subsidiaries, when coordinated, _ 

rmit production to be vertically 
integrated and thus very efficient. 
Sunkyong, for example, can import its 
own oil, convert it into secondary 
chemicals in its own refinery, turn them 
into polyester in its own plants, 
manufacture garments and sell them through its trading arm. 
Daewoo or Hyundai can, using its own engineers and self-built 
machinery, prefabricate a plant, transport it on its own ships and 
assemble it in the Middle East through its own construction 
subsidiary. 

Judging from export totals, GTCs have been stunning success 
stories. Bando Sangsa of the Lucky-Goldstar group, for 
example, saw its exports rocket from US$31 million in 1975 to 
US$696 million in 1982, a 2,145% increase; Hyosung's exports 
soared 2,547% ; Hyundai, which joined the club in 1977, boosted 
its export sales from US$320 million to US$2.67 billion in just 
five years. Using their size, financial resources and management 
skills, GTCs are also credited with making South Korea’s swing 
from light to heavy industry possible. With them rests the 
mission of bringing the country into the age of high 
technology. 

Seoul's sweet tooth for growth, however, has caused some 
painful abscesses. The financial status of all GTCs has eroded 
at about the same pace that sales have increased. Profits have 
nosedived while debts have piled up. Over-optimism and 
shortsightedness have led to massive plant expansion that 
produced overcapacity. The race for diversification has invited 
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‚ explained that his 
е роп target at 1982's level. Following the 
ва two years аро, GTC executives are now 
in thé sentiment that the blind export-at-all- 
must give way to business sense. . . 
p. president Chong Sung Ik says: “Many GTCs 





g turnover only. We have to put more.emphasis on 
of the (i ora ` Bucking the customary social: 


; íi policy. 


» hy did they not do that from the beginning? Seoul | 
National University professor Cho Dong Song, one of 
few scholars specialising in GTCS, attributes the 
profits- -would-be-nice attitude to two chief factors: 


jdm: es that export targets | became a national obsession 


rimary pledges — that South Korea would export 
) billion worth of goods by 1978. The GTC system was 
hed and, within it, big business saw a way to gain Park's 
yd graces. “Most big projects had to go to the president © 
elf, whether they were petrochemical, plants or bicycle 
s," Cho says. “So, for major businessmen, doing what 
resident wanted was very important. Even if they incurred 
ig loss, they all followed." _ 
The government has fed GTCs in а number of ways. B 
ving direct access to the industrial policymaking process, 
TCs have had overseas contracts steered their way by South - 
rea's diplomats and have been assigned export contracts for ` 
te-run enterprises, such as the products of Pohang Iron and 





cquisitions. Sunkyong" s bargain-rate takeover of the state-run 
orea Oil Corp. — at the time the nation's most profitable 
rporation — іп 1980 and Daewoo's acquisition of the massiv: 
kpo shipyard in 1978 after the government had built 38% o 
are two examples. Access to inexpensive capital has given. 
rt-geared corporations a more enticing incentive to inve 
1 law, а letter of credit automatically 
ntitles a producer to export financing. Normally, this covers 
0-85% of the letter of credit. Before the government set 
nterest rates at a flat 10% last year, export credits amounted. 
a subsidy becatise the interest was much lower than on 
onventional loans and the private-money market. Using the 
redits, GTCs have been able to compensate for losses on 
















hey wish. “They would be foolish not to take it,’ 
inalyst. 

The export-credit system, therefore, lent itself to abuse. 

Cs have run up staggering debts and on several occasions, 
ccording to a Ministry of Finance (MoF) official, banks have 
ad to reschedule payments. The money is often channelled 
nto the more lucrative private-money markets and/or — of 
rticular irritation to the government — property. 

Тп early April, government prosecutors accused four business 
cerns of illegally repurchasing the same large chunks of idle. 
ind they were forced to sell in September 1980. One of the 


' says one 


orp. 12 000% to have a debt-to-net worth ratio hovering 
highest of any GTC. Only last year, it 
rgency financing, according to an MoF 


go far beyond fiscal mismanagement issues. 

; ures up a nasty memory. In 1979, the Yulsan 
group — which h GTC status — went bankrupt holding an 
estimated US$100 m property. Government officials 

ny out that th > Yulsan analogy should not be carried too far: 

licit letters of credit led to Yulsan's 

demise. Still, the ion has again called 


yos 
attention to СТС de 


1974 oil shock, when it appeared Park would not meet. 


















el Corp. In addition, political favour has resulted in lucrative 


„|; near declaring itself a 
xported goods. Better yet, firms can use the money any way. . 


iggest offenders allegedly was the Hyosung group: Hyosung _ 


" says one 
American banker i in Seoul. “The government could not afford 
it.” 

But thatis an assumption: ‘The government. does not 
guarantee foreign loans to GTCs. Concern, therefore, is 
spreading among Western financiers. "I think it is evidént that 
the aggressiveness of banks to jump into bed with GTCs has . 
subsided in the past 12 months," the banker said. * "We are. asking 
more questions — and not always getting answers." — 

The government is also concerned. “This is a very sensitive — 
question,” ' said Lee Hyung Koo, the assistant minister of . 
finance. “We think that of course this high dependence on. 
borrowing i is not. good. Therefore, we have to diminish these a 
numbers.” This will require a step-by-step process, Lee said, 
that includes banking system liberalisation. and gradual 
government withdrawal ftom the private sector. 

That would raise a number of other issues, however. For 
one, if the government.were to unleash totally the animals it 
has created, the rich would likely get richer. Going by GTCs’ 
own export predictions, they will control two-thirds of South 
Korea’s exports by year-end, though this is probably over- 
optimistic. Meanwhile, the four largest GTCs — Daewoo, 
Hyundai, Bando Sangsa and Samsung — each are gunning for 
about’a 15% share of exports in the next few years. If trends 





TRADE POLICIES 


E |The problems of 





g rhetoric 


ег minister of commerce and dea Suh 
nt like this: “We have set our course for 
competition, spurning the sheltered 


bide Z zone — and вО: Suh has 
departed, à political cas f last summer's kerb-loan 
scandal, the drift of Seoul’s. polic oclamations has remained 
steadfast: the nation is moving in the direction of opening up 
its markets. 
How much and how fast, of course, i are other questions. 
Within the government itself, there are two schools of thought. 
One, pushed by the Korea Development Institute, the think- 
tank of the Economic Planning Board (EPB), insists that import 
liberalisation should be accelerated. The Korea Institute for 
Industrial Economics and. Technology, affiliated with the 

















- Ministry of Commerce and Industry (MCI), favours amore 


gradual reduction of trade barriers. 
Both schools agree, however, that the country" s export drive 
cannot continue to flourish.in the face of international recession 


| without some give and take. A free-trade line is considered 


politically essential to head off resentment by importing nations 
and a torrent of protectionism... 
Since the beginning of the year, the MCI has issued a number 
of policy statements relating to liberalisation. } Among the - 
pledges: 
» The government will whittle. dowi import embargo list 
significantly and rely more on tariffs. Whe: 
terminal trade plan on July 1, 8076 of all ite 











` up from the current 76.6%. and. the 68.6% of. 


1980s, the liberalisatic 



































— a 2*6 share of to 
to bend that rule for 











iready nas па 
also a marginal case. Pa 
fear GTCs will use their immense capital and 
marketing superiority to control domestic markets. This already 
_ is being seen in tourism, so-called high-fashion garments and 
-. retailing. “I believe these groups have a limit in terms of efficient 
management," says Cho. “But I believe that not even Hyundai 
г has reached it. The way I see it, the groups’ area of business 
.. Will explode." Park Pil Soo agrees, but sees no danger in the 
-emergence of full-fledged zaibatsu. “I say, as long as they can 
_ produce a high-quality product, why not? They know how to 
`. do business right." 
The other side of the coin, whether GTCs can actually afford 
independence from the government, is à more difficult question. 
E sation of requirements for a general trading licence 
would allow smaller firms to cut sharply into GTCs' export 
‘shares. Quick government action to force СТС to pay off their 
~ debts could very well cause one or two to collapse. Curtailment 
:of export financing, which is not even under consideration, 
could force GTCs out of lines in which they now are only 
artificially competitive. E 
И is unclear whether GTCs have matured to the point where 
they can be left to experience fully the cruelties of a truly free 
market. So for the time being, the invisible hand will probably 
continue to be the government's. 














textiles, garments and cosmetics will be included in the ` ` 
automatic import category this July. 

_» A special committee under the Korea Traders Association 
will be formed to cut red tape in international trade 
procedures. S EA 
» It will consider easing import restrictions on machinery and 
instead give such incentives as soft-term loans to domestic firms 









buying machines containing at least 60% Korean-made parts. 


» Consideration to expanding the list of export restraint items 
to avoid friction with importing countries. Currently, the 
government imposes import quotas on 10 items ranging from ^ 
` footwear to steel products. In addition, the EPB declared in 
"April that it will eliminate the price cartel that has protected 
cement producers. ETE : 
» Regulation of internatiorial bidding by South Korean 
companies by requiring government approval for all bids on 
foreign contracts exceeding US$5 million. It will penalise firms 
caught dumping. | 
» By 1988, the nation's tariff rates, which range from nothing 
to 100%, will be a flat 20% for finished products and 5-10% 
for raw materials. 

Added up, these initiatives would mean a sweeping reform 
of trade policies, Whether they will be implemented as promised 
is something sceptical domestic and foreign business 
communities will watch carefully. А 

\ 
Ep ust as there are external pressures opening South Korea’s 
M commercial gates wider, so too are there numerous 
doorstops preventing them from opening too wide, 

The nation’s trade deficit at the end of March exceeded US$1 
billion, up sharply from the US$404.9 million reported in the 
first quarter of 1982: Some estimates say the deficit will reach 
US$2 billion by the end of the year. The government feels it 
has not been getting enough cooperation from Japan regarding 
trade liberalisation. South Korean urgings that Japan, which 
considers its neighbour a mature trading partner, lower its barriers 
to bring down the USS2 billion trade deficit have produced no 
firm commitments. Seoul also has been stung by anti-dumping 
measures. For example, exports to Australia of polyester- 
blended and cotton-combed yarn dropped 44% after anti- 
dumping duties were imposed in October 1982. 

Business interests are also applying heavy pressure. | 
Premature lifting of endangered-species status in such sheltered 
sectors as electronics, cosmetics and pharmaceutical goods, it 

is feared, would wipe out many smaller firms that have not. 













































it alone 


he shiny new heavy-industri 
4% South Korea’s government-dire 
late 1970s — and ran smack into the | 
recession in decades — are down, but defi 
Labouring under massive debts with surp 
margins pared to (or below) the bone 
yet the very fact that the country did ind 
picking up in most cases newly devel 
advanced countries, has laid a re: 
growth. | : 
This time around though, heavy 
alone. The government of President 
eyes on membership of the Organisation 
Cooperation and Development (OE 
— even today South Korean officials t: 
"developing country” tag — and is comi 










































changed with the times as effectively as th 
pharmaceutical industry has begged for more tin 
growers have fought proposals to lift the banana ban issued 
1980, even though Taiwan and the Philippines in retaliatic 
have told South Korea it can keep its apples and pears. 
The government would have to face up to the textile indus 
which accounts for roughly 30% of the nation’s exports, befor 
it opened the floodgates. In the first quarter of 1983, textile 
exports dipped 13.3% from 1982's first quarter. 
In addition, the government would have to overhaul its 
bureaucracy — one:of South Korea’s most effective trade. 
barriers — if import liberalisation is to become meaningfu 
One US businessman shows customers the complex offici 
chart on his wall that depicts the myriad steps — all written 
Chinese characters — required before a foreign buyer can m 
a simple purchase from a South Korean producer. A gene 
trading company (GTC) can neatly bypass the maze, but § 
Korean GTCs have their own cumbersome procedures th; 
the endurance of buyers interested in small purchases — s 
US$5,000 order for leather gloves. "There are incredible 
stories of negotiations that should take place over.a few 
weeks being dragged out for months," the businessman 
complains. | 
Operating outside СТС is difficult. South Korean law _ 
requires that all letters of credit be handled by.a licensed trad 
company. Among requirements a South Korean manufact 
must meet before getting a trade licence, is thatit has 
US$300,000 in foreign letters of credit or US$500,000 in 
domestic letters of credit. p TN 
Foreign trading firms, whose activities are sharply lim 
law, also find it tough. “We are at a definite competitive. 
disadvantage," says the representative of a major US tradin, 
house operating in Seoul, “and it is precisely foreign firms th: 
have the necessary expertise in management and products th 
GTCs lack. I think it is essential for the South Korean econo 
that the government gives us national rights." o 
Such a measure however, would certainly be resisted by larg 
South Korean trading houses, which already complain about 
too much domestic competition. But then, that is the problem 
policymakers will have to face in instituting any significant trad 
reforms. The road to liberalisaton is littered with domestic toe: 
that may have to be stepped on and, in a country where the 
distinction between business and government has.always b 
vague, turning rhetoric into reality will be a formidable 
challenge. | B 
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programme of economic reforms which, if followed to the letter, 
will substantially open up a highly protected economy to the 
full forces of international competition. Already, the heavy- 
industrial sector has lost most of the goodies (such as no- 
questions-asked cheap credit, tax breaks and guaranteed work) 
which accompanied official directioning of industrial 
development from 1976, under the government of the late 
president Park Chung Hee. 


industry. In almost all cases and, in common with heavy 

industry worldwide in recent years, capacity is 
substantially under utilised — the industry-wide average is 
about 75-80% , though variations are considerable. In some, 
petrochemicals for example, too-rapid over-investment may 


ps and prospects vary widely from industry to 


` ever be fully justified. In others (steel, shipbuilding) the zeal 


of the late 1970s has been almost fully vindicated and expansion 
is under consideration. The common element, though, is 
flexibility. As the hand of government is slowly withdrawn, 
major companies are shuffling their operations to adapt to 
changing demand — from supertankers to oil rigs, from boilers 
to nuclear-power equipment — and have built up a strong 
reserve of manpower skills along the way that should help 
perpetuate the process. 

Another hope for the future is the planned steady localisation 
of industrial 
fabrication. Many 
South Korean 
industries have been 
hobbled in the 


marketplace by the 
high cost of end 
E arising in 
arge part from their 
substantial imported 
content. Very high 
domestic inflation, 
which hit nearly 40% 
in 1980 before being 
pulled into a single 
digit during 1982 — it 
is now around 5% — 
did not help either. 
While the more 
grandiose plans to р 
produce almost риге South Korean industrial products right 
down the line within a few years may be little more than 
hopes, there is no question that progress is beingimade fairly 
rapidly. 

Helping industry along at operating level is a new breed of 
manager/technician. Educated, typically, in the United States 
with an average age of around 30, he is in the plant office at 7-8 
a.m. for a 12-hour day. From a long-term point of view, 
demographic considerations favour South Korean industry. 
Successive generations are very much better educated than 
those before and a projected 3% annual increase in the labour 
force to 1986 — the end of the Fifth Plan period — set against 
expected population growth of 1.5% suggests that the skills 
pool will grow. Given relatively undramatic expansion of the 
services sector, heavy industry should benefit (though it should 
be noted that the other side of the government’s reforms coin 
is the promotion of technology-intensive manufacturing: in 
microelectronics and the like). 

Fortuitously, these developments are coming about as the 
world moves into the first tentative stages of economic recovery 
— though how convincing a recovery remains the subject of 
much debate. The Economic Planning Board's seasonally 
adjusted industrial production index (1980— 100) jumped 58% 
to 130.5 in January over January 1982 and another 1875 to 132.3 
in February after meandering through the low 100s in 1981-82, 
while shipments and inventories' indices (same base) have just 
started to show encouragingly divergent trends. That these 





icators — along with a smart increase in machinery im 
largely for export production during the first quarter of 1983 — 
reflect in large part the gearing up of light, consumer-oriented 
industries to meet expected Western demand, does not detract 
from the view that, with some measure of economic recovery 
abroad and with cost-cutting and sensible reorganisation at 
home, South Korean industry should soon do better. 

All this is not to suggest that some sectors of heavy industry 
will be able to shake off deeper-seated ills quickly. Mountains of 
debt and years of accumulated losses will not be swept away by 
a blip on the demand chart. Nor should the impact of the 
technocrats' determination to reshape the country's industrial 
structure be underestimated, “Liberalisation [policy] favours 
small and medium industry. Heavy industry, which benefitted 
from earlier preferential treatment, thinks the government is 
moving too fast. If anything, though, we are not moving fast 
enough,” said Korea Development Institute president Kim Ki 
Hwan. “Two or three [integrated] operations will continue to 
be a burden on the economy until the market situation improves 
considerably,” noted Assistant Finance Minister Lee Hyung 
Koo. “The National Development Fund and the Korea 
Development Bank [KDB] should look after these problems 
— we cannot abandon them overnight — but the share of 
[concessionary finance] in overall resource allocations must fall." 

At the base of South Korea's heavy-industrial structure is 
the Pohang Iron & Steel Co. (Posco), an integrated mill — the 
world's 10th largest in output terms in 1982, according to the 
International Iron and Steel Institute — sprawled across 9 
million sq. m. around 
the bay of what until 
1968 was the sleepy 
fishing village of 
Pohang on the 
southeast coast. A 
prime target of 
government policy 
loans and tax 
advantages during the 
1970s, the company is 
claimed to have 
operated in the black 
through all four stages 
of its development — 
each involving the 
addition of a blast 
furnace and casting/ 
rolling facilities. 
Significantly though, 
managing director 
Song Ki Hwan would not be drawn on specifics of Posco's 
operating results or debt structure and service. 

The government transferred most of its equity in Posco to 
private commercial banks in 1981, retaining a 32% stake; the 
only other shareholder is privately owned Korea Tungsten 
Mining, which initiated the project in 1968. Posco's present 
rated capacity is 8.5 million tonnes, all of which are used to 
produce 7.5 million tonnes of steel products — mostly hot-rolled 
coiled sheet, cut sheet plus cold-rolled products, silicon steel 
coils and sheets, plates, billets and wire rods — and 1 million 
tonnes of scrap. Capacity will rise to 9.1 million tonnes when 
the No. 2 blast furnace (built in 1976 and currently down for 
re-lining) is re-fired in June. Steel exports will account for 20% 
or so of output this year, the remainder supplying an average 
of 80% of the non-special steel needs of South Korean industries 
such as shipbuilding, heavy fabrication, vehicles and the like. 
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are raw material costs) — considered for the purpose of 

the US trigger-price mechanism (whereby steel imports 
are regulated) the most competitive in the world; and with 
domestic prices of, for example, hot-rolled coils some 12% below 
the Japanese equivalent early this year, itis clear that Posco is 
operating at very low margins indeed, even given the cost edge 


Е" prices аге about in line with those of Japan (as 


-over Japanese mills in terms of manpower and the relatively low 


start-up costs of the plant. (In tandem with the government's 
equity pull-back, said Song, all direct and indirect subsidies were 
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No айе п of the РОК, works is аа, either 
in terms of e or new ones. But, to meet expected 
steady long-te n domestic steel demand, a second 
integrated plan t at Kwangyang Bay, to produce - 


an initial 2.7 
sheet (the pr 
work has be 
to 4596 of the | 


a year of hot-rolled coils, strips and 
€) from March 1988. Reclamation — 
cally, perhaps, Posco officials say up 
at Kwangyang Bay will be South Korean, 
% at Pohang. A big slice of the work is 
rea Heavy Industries and Construction 
ernment pressuring if not by decree. 

о remain the primary exception to the 
ff attitude. Established in 1962 as an 
fitable) Hyundai empire, it was at 
ndustrial boom, rushing into heavy 
ed to demand projections. KHIC, then 
vas bailed out by the government at 

B, Korea Exchange Bank and Korea 
pco) stepped in as majority 



















































will assume all the equity of KHIC, 

'as a government-run corporation and 

-generation equipment contracts as one 

оак up idle capacity — currently 

ng like half the total. Former Kepco chief 

ear veteran who started at the bottom 

worked up, has already taken over 
as chairman vapping posts with Park Jung Ki. In an 
interview, Su enior director for corporate planning Yoon 

Yong Nam said the co прапу is working towards a break-even 
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he government's role in th 
“т anything but small. Ina 

very considerable debt ( 
are taking a number of steps whic 
liberalisation policies to help KHI 
» Several key power-generation 
specialised boilers and generat 
can be supplied only by KHIC, . 
enforced specialisation is by no mea 
the public sector; private companies 
construction-equipment manufacturers 
broadly non-competing lines.) . 
» From 1982, South Korean overseas-cons ruc 
were required to purchase a minimum О 
made construction equipment for us 
turn, only KHIC is permitted to m 
of excavating, earthmoving and 
categorisation is mainly according 
» AtKwangyang Bay, KHIC is li 
call “special projects.” It is not ck 
means; Hyundai Heavy Industries 
work on Posco, has since acquired under 
steel-plant technology and is pushin 
role in the Kwangyang plant. Nor i 
» At KHIC’s main industrial compl 
Changwon, the government will provide 
for the establishment (with a first-st: 
million) of a stainless-steel slab p 
slack at the group's steel foundr 
utilising less than half their coi 
tonnes a year. This investment i: 
local share of the approximate 
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uction, currently a very small aspect of 
s, "there may be further scope” for fresh 
ntracts on a favourable basis, itis said. 

































































( ‘of the 1970s to provide (at a total investment of 
the basis for an integrated r 


t; cement plants — providing KHIC's two turnkey plant — 

date: one just finished in Saudi Arabia, the other 
ning in Perak, Malaysia; iron and steel plant and 
ent; chemical and petrochemical plant and heavy 
uction and related equipment. 


ntrasting somewhat with the government's long-term 
aim of boosting exports of high value-added light- 
industrial products while leaving heavy industry to 
erpin domestic infrastructural development, KHIC — like 
t South Korean firms in its field — stresses the need for a 
petitive export market. *We are just not price-competitive 
rseas,” said Yoon. "The high cost of imported technology . 
placed us well behind our counterparts in developed 
ntries; in order to acquire overseas exposure we have had 
ut bids to below cost." In heavy construction equipment, 
example, reliance on imported knocked-down units puts 
IC's finished costs some 20-30% above those of Japan's 
omatsu. Again in common with other heavy fabricators, rapid 
lisation of production is seen as the key. A 100%-domestic 


year though on a small scale. In power-plant production 
company is targeting 90% domestic content for conventional 
ermal equipment by the end of 1986 (against 65% now) and 
196 and 98% respectively for nuclear and hydroelectric 
juipment over the same period (against 50% and 87% 
pectively, at present). 

mong private heavy-industrial companies, which are 
ithout major exception firmly linked to South Korea's giant 
leral-trading groups, a mixed picture of efficiency and — 
profitability emerges. This is made harder to assess by recent 
shufflings in equity shares and the fact that with one exception 
Daewoo Corp.), South Korean quoted groups do not publish 
fully consolidated accounts. Even Daewoo does not break down 
uity ownership in its many subsidiaries. 
aewoo as a whole reported a calendar 1982 profit, after tax 
d minority interests, of US$37.6 million on gross sales 
ncluding intra-group sales) of US$3.3 billion. Its 1982 exports 
ew 5.2% to just above US$2 billion, within which exports of 
avy and chemical products rose 2396 to US$1.15 billion or 
st under 58% of the total. (For South Korea as a whole, 
ports of heavy-industrial and chemical products have been 
wing about twice as fast as light-industrial exports for the 
st two years.) Subsidiary Daewoo Heavy Industries made a 
:t profit of US$4.8 million for the year, according to managing 
ctor (general planning and management division) Choe 
oung Sang, on sales of US$281 million (down 15% from 1981) 
which exports were US$71.4 million (roughly double the 
evious year's). Earthmoving equipment provided the major 
intribution to profits, said Choe, 
;Daewoo Heavy Industries is among a handful of companies 
king to boost capacity utilisation (and draw government 
ipport into the bargain) with the introduction of new products 
the higher end of the technology spectrum. From 1984 it plans 
gin the manufacture of industrial robots, initially for the 
omestic market and eventually for export. This will broaden 
its base from foundry and related works (at the west-coast port 
of Inchon), heavy diesel engines, earthmoving equipment, 
rolling stock, specialised industrial-plant equipment, cranes, 
precision machinery and elec parts and equipment. 
Overall capacity utilisation is rising steadily, said Choe, `: 
from 1% їп dide to 68% in 1982 and a projected 75% thi 


68 


tric and nuclear power- plant equipment and complete. 





cavator is expected to go into mass production at the end of · 





manufacturing and chemical industries through the late 1970s, 
; generally granted at interest rates of about 10% at a time when 


director for corporat 
division's steel-fabrication facilities at Changwon — where it 
was a major primary contractor — have lost money in each of 
their five years of operation; a small profit is expected in the 
next one to two years. Capacity utilisation was an average 90% 
for the three operations together in 1982 though Changwon, . 
geared for 100,000 tonnes a year in steel consumption, уаз -` 
running well below that. Samsung is among those to have Беей . 
reined in by the government's specialisation policy. Its plans to ` 
produce excavators and bulldozers from 1981 were vetoed. 

The one sector most responsible for setting South: Korean... 


< heavy industry on the global map — and in many respects most 


important to the health of other sectors — is shipbuilding. The ' 
country's four principal yards employ some 70,000 people and 
have a combined installed capacity of about 4 million gross 


tonnes, Of this capacity, Hyundai, owner of the world's biggest 


integrated ship and steel-structures yard, accounts for about ` 
half. In 1982 Hyundai exported US$2.8 billion worth of ships; 
this figure did not include the i increasing variety of offshore . .. 
rigs, steel towers and related products into which the yards have 
diversified in part to patch over the constant demand 
fluctuations and half-idle periods so characteristic of the 
industry. Despite this diversification, plus a consistently good 
cost record backed up by competitive export-credit terms and a 
stream of government-financed orders, the yards have been 
unable to insulate themselves fully from swings in world 
demand. And, in some cases, they face a lean period after 
current (nearly full) order books are worked through. 

Hyundai Heavy Industries, with building, ship-repair, 
offshore-structure and (most recently and on a huge scale) 
shipbreaking facilities (REVIEW, Jan. 13) spread around the 
southeastern coastal town of Ulsan at Inchon, is currently 
operating àt some 80-9096 of capacity. This is thanks to a strong 





INDUSTRIAL POLICY 
The second take-off 
will be tempered 


Su Korea's present industrial policy is very much an 
adjunct to the country's efforts to restructure its economy 
— hinged on opening up a well-protected domestic sector 

to international competition and international financing and 
switching the focus of industrial promotion from heavy 
fabrication to "infant" and high-technology areas. The timing 
of the government's staged reduction in tariff and other trade 
protection and the near-dismantling of its low-tax and 
preferential credit lifelines to the heavy-industrial sector would 
appear fortuitous: the recession has bottomed out — if not 
ended — while heavy industry is steadily reducing its reliance: 
on imported components and semi-manufactures and (in some 
cases at least) steadily lifting productivity. 

Nonetheless, there is concern in some industrial. quarters | 
that the government of President Chun Doo Hwan may be 
moving too fast in the opposite direction to that of the late 
president Park Chung Hee which, beginning in 1976, 
encouraged the very rapid growth ofa top-heavy. industrial 
giant with a seemingly limitless supply of cash: and incentives 
and à notable shortage of planning. 
The so-called policy loans which nurtured the strategic heavy- 












market rates were fluctuating as high 
only in speci 











capability in marine diesel-engine manufacture under licence — 
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— either at the yards themselves or ا و‎ other group 





order position in 1982 and throughout this year — particularly 
for offshore rigs and steel structures, for which total contract 
value is expected to leap to US$300 million this year from 
US$100 million in 1982, said executive vice-president Sohn 
Myong Won, with perhaps a 20-30% increase in 1984. During 
the course of that year, though, a gap is likely to emerge which 
could run through to the end of 1985. “The market could again 
become very tough,” said Sohn. “Competition is very keen 
from Japanese and other South Korean yards, though to some 
extent a downturn in demand for vessels should be made up by 
strong orders for offshore structures.” Hyundai has been 
actively participating in industry efforts to ensure orderly 
competition, seeking an agreement between yards to resist 
owners’ attempts to force prices below tender levels. The yard 
reckons to operate on a 5-10% profit margin, slipping to break- 
` even point only when a special job (generally one that will 
guarantee future work in a new area) merits it. 

A feature common in varying degrees to South Korean yards 


of advanced technologies, upgrading of manpower skills and so 
on. There is thus limited scope for heavy industry to apply, 
though firms upgrading and localising existing equipment and 
those moving into newer fields, such as robotics, are granted 
funds. Broadly, cheap government money is targeted at higher 
value-added light industry, particularly in microelectronics. At 
the same time, the tax laws were amended in 1982, abolishing 
preferential rates for heavy industry and creating a uniform 
structure; and industry-wide, direct tax incentives are being 
replaced by indirect ones — special depreciation provisions 
and the like. 

Still in the future is the proposed liberalisation of the interest- 
rate mechanism (which is to accompany the gradual opening of 
capital markets to foreign investment). The interest-rate 
question is a sensitive one in view of the high level of debt 
burdening many of the country's industrial concerns. *Neither 
the capacity of the financial sector nor the financial structure of 
business can support complete liberalisation of interest rates at 
this stage,” said Assistant Minister of Finance Lee Hyung Koo. 
(Debt figures relating to the industrial sector are not available 
but, for the country as a whole, total external debt in 1982 was 
US$37.2 billion with a service ratio of 14.9%.) 


O: the life of the Fifth Plan (1982-86) the government 
plans to raise import bans (and barriers) across the board 
gradually, providing for 90% freedom from direct import 
control by the end of the plan period. Protectionism has been 
an important factor in the South Korean economy in recent 
years and undoubtedly any easing up will hurt some firms. It is 
with this in mind that in many cases the form and scope of 
protectionist devices will be changed, without actually removing 
them. For example, the government announced recently that 
for a year from July 1 the present almost complete ban on 
imports of machinery will be lifted, but will be replaced by 
indirect controls. Financial support will be extended to 
manufacturers producing machinery with a local content of 
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companies. "We're still importing much of our design capability — | 


from advanced countries but in two to three years we'll be 
designing and building all our own ships,” said Daewoo 
Shipbuilding and Heavy Machinery director H. I. Song. 
Daewoo is the youngest of the South Korean builders, its Okpo 
yard (1981) fully utilised at present for construction of five semi- 
submersible offshore rigs (two, along with two jack-up rigs, 
were recently delivered) and a 140,000 dwt bulkcarrier. In June 
1982 Daewoo signed the world's largest single shipbuilding 
contract for the construction of 14 container ships of 2,210 40-ft 
equivalent units capacity for delivery to United States Lines 
over 1984-86. Among the less traditional products of the 
industry is a US$180 million barge-mounted seawater treatment 
plant also under construction at Daewoo's Okpo yard. The 


facility, the first such ever built (with engineering by Bechtel of 


the US) will soon be towed to the Prudhoe Bay oilfields off 
Alaska where (according to Daewoo) by pumping treated water 
into wells, it will maintain the pressure necessary to recover 
residual reserves, extending a field's productive life by up to 
20%. 


end of 1981, vessels and structures at the higher- 

technology end accounted for 63% of total orders at 
South Korean yards in price terms. While this move upmarket 
may help to ensure the industry’s longer-term prospects, it is 
having a marked impact on costs in the shorter term. Samsung’s 
Koje Island (south coast) yard made a small profit in 1982, said 
Kim, despite almost 90% utilisation of its 450,000 gross tonnes 
capacity, while Daewoo's Okpo operation is yet to break even 
— partly a reflection of substantial debt servicing associated 
with its recent establishment. 

The motor industry, particularly as far as passenger cars are 

concerned, has been restrained in recent years by government 


4 ccording to a Hyundai study of the industry, as at the 





disincentives to car ownership — a policy applied to many luxury — 3 





60% or more. Across the board, the trade-liberalisation plan 
calls for tariff protection for a limited period to replace non- 
tariff protection. 

The declared aim of all this is to broaden South Korea's 
industrial base, boost international competitiveness and 
encourage the acquisition of technologies and skills. To 
encourage this foreign-investment rules have already been 
liberalised with up to 100% foreign equity permitted in 


technology-intensive processes. But the authorities clearly hope — — 


that basic heavy industry will benefit on the domestic market 


(which for many of its products is still very small by international - 
standards) as a result of the demand created by export-oriented 


light manufacturing. 1 

The success or otherwise of the reforms programme will 
depend very much on the progress of the economy as a whole, 
both internally and externally. Clearly, the maintenance of 
price stability and provision of sufficient steady economic 
growth (7-8% a year to the end of 1986, the government says) 


to soak up rapid increases in the labour force, are cornerstones. E 


In turn, a massive increase in gross investment with a relative 
reduction in mobilisation of foreign capital — and redoubled 
efforts to manage external debt prudently — are vital. The 
management of South Korea's second take-off, as government 
officials like to dub it, will have to be tempered with realism. If 
growth does not pick up or if, as some now fear, too much 
growth is generated by the domestic sector — construction 
investment, for example, has in recent months been running 
50% above year-ago levels — with resulting pressure on prices, 
something will have to give. 

In addition to reining in even further the government s foreign 
borrowing plans, certain projects might have to be delayed in a 
worst-case scenario. Said one official: “We could slow the 
development of the Seoul [underground railway] project, cut back 
power-generation development and postpone the second 
integrated steel mill [at Kwangyang Bay] without hurting the 
economy." 





lesser extent by government 
governing the breakdown of ‘manufacturing. 
mpanies permitted to make passenger cars and (say) buses 
d large trucks. are barred from manufacturing small trucks 
atility vehicles and so on. For example, Kia Motor had to 
making passenger cars a couple of years ago in return for- 
e of the market in large buses. While this structuring has 
red orderly competition and adequate supplies of public 
port equipment, there has been much resistance to it in the 
which feels the market is sufficiently mature and. 
ly large enough to absorb greater supply i in some 
























































: ector opens to 
00% foreign 
restment 


outh Korea's electronics industry, which was started to 
stablish a programme of import substitution, is now 


embling transistor radios, it has moved very fast to 

duce a wide range of electronic equipment and home ` 
bpliances. Now it is.moving even faster to take a share in 

he world's high-technology electronics market of the 

980s. 

"Output of electronics rose by 5.7% to US$4 billion and 
xports fell slightly. by 3.3% to US$2.14 billion in 1982. The 
ndustry accounts for 6% of total manufacturing output.and | 
3% of its employment. South Korea is the world’s tenth largest 
roducer and ninth largest exporter of electronic products. 

Аз in other sectors, the government played a significant role 
pushing companies into new products, setting deadlines and 
ore importantly ~~ spending massive sums of money on 
development of the industry. A 1969 law to promote 
lectronics as a strategic export sector set the pace of the 
industry’ s development in the 19705: a similar government move 
82 is expected to guide the industry to the development of 
miconductor-based high-technology. 

_ Though there are 800 firms in the industry, three big names 
aewoo (which took over the electronics division of Taihan 
Jdectric Wire recently), Samsung and Lucky-Gold Star groups 
ominate the industry. These groups, being diversified, have 
е resources to take risks in the development of new products 
nd to allocate large sums of money for research and 
evelopment (R & D). Recently another large conglomerate, 
yundai, also joined the industry saying the future lies with 
lectronics. 


1 be the intensification of technology. Seoul's manufacturers 
ге looking far beyond products they can successfully make in 
he next few years, such as main-frame computer systems. 
pecifically, said Dr Park Sang Kyu, managing director of 
ications (a Daewoo subsidiary), efforts 
lop such technologies as digital switching, 
ical communication, bipolar, metal- 
n five years from now, he said,. 


| locally sodui e < І 
СУШ be features in such consumer p 











` systems, teletex and videotex. For this, manufacturers will 












computers, electronic-switching systems and semiconductor - 
















playing a leading role in the country's export sectors. From. 


_(diodes-and transistors) and fairly simple integrated circuits. 


One of the most important aspects of the industry in the 1980s 


8 
least 300,000 in 1991 from a projécted 100,000 in 1984. 
Daewoo Motor, a 50-50 venture with General Motors of the. 
US, only recently managed to lift capacity utilisation to about. 


6096 of the installed 60,000 units (cars, buses and trucks) from 


50% and hopes to increase substantially its share of the small-cár 
market — dominated by Hyundai Motor's Pony model — with 
the introduction later this year of a new compact model. For its 
part, Hyundai expects its integrated vehicle plantin Ulsan to 


„turn out 1 million units (cars, buses, small trucks and specialised 


vehicles such as fire engines) by 1985. Ш 








invest substantially in R & D — perhaps as much as 5% of total 
sales. The government will spend about US$186 million in: 
development of the semiconductor industry during the fifth 
plan period. Such a huge sum of money is necessary as 30 out 
of the country’s 70 specialised research institutes are in the. 
electronics field. 

In order to put the electronics industry on a higher technology 
track, the Ministry of Commerce and Industry is seeking to 
limit the share of electronic home appliances.and other . 
consumer electronics to 42% of the total output. The share of 


memory chips is to be raised from the current 12% to 20% and 
that of component-parts manufacturing is to.shrink from the 
present 45% to 38% in. 1986. А 
= The government has set its sights on three areas of electronics 






that it wants to develop fast and is willing to spend a substantial 


amount of money on: semiconductors,.computers and 


'electronic-switching systems for telecommunications. Three 


es — Daewoo, Gold Star and Samsung — already make 
miconductors lócally but they are discrete semiconductors 





The setting up of the Korea Institute of Electronics Technology 
(Kiet) in Kumi, 255 kms south of Seoul, with a US$20 million 
fund is expected to play a significant role in the development of 
new technology. Kiet is expected to provide industrial 
technology in the form of design and production expertise. 
Kiet's pilot factory has started commercial production of 32- 
К memory chips. It will try to produce 64-K chips from the same 
facility later this year or next. “есап make 64-kilobit chips,” 


-Kiet chief Kim Chung Duk told a reporter, “we are almost 


there.” Kiet also concentrates on computers for which it is 
finishing development work on ап 8-K microcomputer chip. 
The government. will pay two-thirds of the estimated 
US$800,000 dollars cost and the rest will.be borne by three 
companies to which Kiet will give the technology. Kiet is also 
trying to develop integrated circuits used in video tape-recorders 
which, at present, the manufacturers are importing. 

Computers are a difficult field for South Korea, says Park. 
“We have the expertise to develop the machines, but hardware 
is nothing but a piece of junk unless the software is good." South 
Koreans are still amateurs as far as computer-marketing is 
concerned, said one foreign supplier. They do not yet know 
the foreign-computer market to design production of software. 
As such, says Park, initial stress will be on development of ` 
technology.to be used in industries such as numerical-control 
systems. 

Though plans for the future are taking shape, there are 
problems a-plenty. Shortage.of skill and capital are the two 
areas where the government is taking steps to meet them. The 
Ministry of Education has instructed the middle schools to: 
replace the abacus with computers by 1985 and companies like 
Daewoo are also starting programmes to send college graduates 

udy in foreign countries; mostly in the United States. As 


: A the capi a shortage, the government has designated 
ch 


a sector open for 100% foreign 





NOW YOU CAN TRAVEL IN A STYLE BEYOND FIRST CLASS 


ALITALIA’S TOP CLASS 








Its a style to which you will fast become accustomed. And 
our Top Class is the only place you can find it. 


Like any exclusive private club, it's restricted to a small group 
of people. Twelve to be exact. So there's plenty of room to 
move around or stretch out on one of our "Dreamerette^" 
seats. 


But at Alitalia, luxury extends well beyond your seats. For 
instance, there's a flight attendant for every four passengers. 
So you'll never have to wait to be served. Even better is 
what they serve you. Vintage wines from our "cellar in the 
sky' and the exquisite Italian and continental specialities 
which our chefs prepare every day. . 


There's even an "Alitalia Boutique" where you can select 
fashion from the great Italian designers: Battistoni, Ferragamo, 
Gianni Versace, Trussardi and Valentino, at unbeatable 
prices. 

And once you arrive in Rome or Milan, one of our greatest 
luxuries awaits you. Youll get a prestigious car with 
unlimited mileage and free insurance for two days, offered 
by Alfa Romeo in cooperation with Avis. Just ask for it 
when you book your Top Class flight. For more details call 


us or your travel Agent. 
= ш 
Alitalia 


If you usually fly First Class, you 
owe it to yourself to move a 
step up. Alitalia's Top Class. 










FACT: In 7 of the last 8 years, Toyota Corolla has been the: 
"selling car in the world. The car everyone loves. And 
this year, the 10,000,000th Corolla was built—a remarkable rec 
popularity that’s unique in automotive history. 


FACT: Corolla’s popularity has been proved in more than 110 
* countries around the world —by all kinds of d 
under all kinds of driving conditions year after year. As a test 
Toyota's quality and reliability, that's a proving ground second 


FACT: Toyota keeps Corolla on top by a total dedication to 
* advanced design and engineering, plus quality con 


production facilities that are among the most modern in the ото m 
We suggest you visit a Toyota showroom soon and see for ? 
The facts come alive when you drive a Toyota. 4 








AVING MONEY FOR FINANCIA 





Success in operating banks and building 
societies depends on attracting and 
keeping enough customers who wish to 
save; to serve the customers who wish to 
borrow. But there’s a problem. As the 
number of customers grows, so does the 
cost of administering the accounts. 
Thus, banks and building societies have 
been among the first to invest in office 
automation. 

One of the pioneers in financial 
office automation in Britain is the 
world’s largest building society, The 
Halifax. In 1979 it placed an order for 
Philips PTS 6000 Financial Terminal 





PHILIPS 


Systems to automate some 600 offices. 
This included a network of some 2500 
front-office cashier workstations, 580 
back-office systems and 625 branch 
controllers. 

Pleased with ‘Phase One’, The 
Halifax has now invested a further £3 
million with Philips, bringing the total 
to some £18 million. 

The Halifax selected Philips, 
firstly, because the PTS 6000 was 
purpose-designed for financial insti- 
tutions. There was no need to compro- 
mise, and each system could be matched 
to each office. Philips commitment to 


full support was another decisive factor. 

A typical front-office workstation 
centres on a simple terminal reducing 
the operations needed to complete a 
transaction from six down to just one. 
Customers can now be served much 
more quickly - at much less cost. This 
unit is supported by single line display 
screens and everything needed to 
automate customer transactions and 
keep the accounts up-to-date. 

The newest order with Philips 
includes £3 million for Automated Teller 
Machines. First developed by Diebold - 
U.S.A. leader in such machines - they 
are now part of Philips range of financial 
systems. This follows a three-way mar- 
keting agreement with Diebold and with 
DeLaRue, one of the world leaders in 
automated cash-handling systems. 

The Halifax is one fine example 
of how Philips technology is saving 
money for financial institutions. 

Other users of Philips Financial Termi- 
nal Systems include: Kreditanstalt Bankverein, 
Oesterreichische Landerbank and Oesterreich- 
ische Postsparkasse, Austria; Savings Bank and 
Banque Parisbas, Belgium; the Royal Bank, 
Canada and the Canadian Imperial Bank of 
Commerce; Credit Commercial de France; 
AMRO Bank, Holland; Bank of America, 
Hong Kong and the Hong Kong & Shanghai 
Banking Corp.; Auckland Savings Bank, the 
National Bank and the Westpac Banking Corp., 
New Zealand; Norway’s Bergen Bank, Christi- 
ania Bank og Kreditkasse and Norske Kredit- 
bank; Saudi Arab British Bank; Singapore's 
Development Bank; Banco de Vizcaya, Spain; 
Svenska Handelsbanken, Sweden; Schweizer- 
ische Volksbank, Switzerland; Bangkok Bank, 
Thailand; Barclays Bank and the Scottish 
Trustee and Savings Bank Group, United 
Kingdom; the postal administrations of New 
Zealand, Norway and Sweden, etc. 


Photo by courtesy of Halifax Building Society 
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NEW TECHNOLOGY LIGHTING 3 






FOR FORD MOTOR COMPANY | 


New technology lighting systems, 
employing high-frequency electronic ballasts 
and fluorescent lamps, are to be installed in 
a number of European factories of the Ford 
Motor Company. Conventional lighting 
ballasts operate at mains frequencies of 50 
or 60 Hz. HF ballasts, however, operate 
specially-developed fluorescent lamps at a 
frequency of 25,000 Hz. This produces a 
significant increase in lamp efficiency and 
an equally significant decrease in ballast 
energy consumption. In fact, HF lighting 
systems can effect energy savings of over 
23% while maintaining the same light 
output as conventional fluorescent lamp 
systems. Instant start, flicker-free operation 
and dimming possibilities are among the 
many other features. Particularly suited to 
factory and office fluorescent lighting 
projects, a Philips electronically-controlled 
HF lighting system can achieve an impress- 
ive return-on-investment. 


ADVANCED WORD PROCESSING 
FOR SINGAPORE GOVERNMENT 


As part of a comprehensive 
programme to computerize and mechanize 
its operations, the Singapore Government 
awarded the Singapore Philips organization 
a contract for the supply of 180 new 
generation P5020 word processors. 
Equipped with the latest communication 
facilities, the P5020 will provide fast, 
accurate communication between 
government ministries, departments, 
agencies and statutory bodies. Its ability to 
transmit inter-office messages will replace 
manual dispatch and mail services. The 
P5020 also has sophisticated text processing 
facilities to help eliminate repetitive typing 
and proof-reading. Twenty-eight 
organizations tendered for the bulk 
contract, which was awarded to Philips on 
the basis of specification, performance, 
back-up services and price. 


INTEGRATED CONGRESS SYSTEMI 
FOR RAI, AMSTERDAM 


Delegates attending conferences at 
Amsterdam’s famous RAI Exhibition and 
Congress Centre will be impressed by the 
architectural excellence of the new confer- 
ence facilities. They will also be pleased with 
the quality and performance of the Philips 
Integrated Congress System - the ICS 600. 
Based on a modular concept, the ICS 600 
benefits both owners and users. It can be 
precisely tailored to meet all requirements... 
from small groups to large, multilingual 
congresses. And allows for easy expansion; 
including delegate identification and elec- 
tronic voting. The ICS 600 was designed in 
cooperation with RAI’s own specialists. 
Philips high-quality conference systems are 
also installed in e.g.: World Trade Centre in 
Singapore; Sava Congress Centre, Belgrade; 
Centro de Convenciones de Cartagena, 
Colombia; Palais des Papes, Avignon; Inter- 
national Congress Centre, Hamburg; 
Kenyatta Centre, Nairobi, etc. 





These are just a few examples of Philips advanced technology. 
If you would like more information, contact your Philips organization or Philips 
Corporate Planning and Marketing Support, VOA-0217, 5600 MD Eindhoven, The 
Netherlands. Telex: 35000 PHTC NL. Please indicate in which of the above subjects you 


are interested: 














PHILIPS 


SURE SIGN OF ADVANCED TECHNOLOGY 


In international 

trade there are many 

things you cant be 
sure of... 


Buyers and sellers across frontiers need 
a bank to make sure their trade transactions 
are properly concluded. Their trading profit 
depends on it. 

In an unsettled world you can rely on the 
tried and tested service of Lloyds Bank. It is 
grounded in the experience of banking over- 
seas for more than a century. 

We handle your documents of title, open 
or confirm and negotiate your letters of 
credit, settle your payments across the 
exchanges, and we finance your trade before 
shipment or after delivery. 

Our people abroad know their markets. 
We give you guidance on local rules and 









„One you can, 
ourintegrated 
service 


practice, advice on commercial conditions 
and information on your counterparties. And 
we keep you informed of the progress of your 
transactions. 

You can trust your business to us, 
because we integrate modern methods with 
traditional disciplines throughout our net- 
work of branches straddling the world’s main 
trade routes. 

Wherever you deal with us, you 
secure the fast and sure response that 
gives you the edge. 
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es pii ps to roll over and play dead 


tough competition from its Asian neighbours, the South 

Korean textile industry is refusing to roll over and play dead. 
Exports declined as a result of worldwide recession but, said Kim 
Kyu Hwan of the Korean Federation of Textiles Industry, it is 
expected to rally as economic recovery is in sight in the United States 
and Europe. Exports in 1982 fell by 4.2% to US$5.9 billion and 
the industry expects to raise the figure to US$6.6 billion in 1983. 

The industry is the mainstay of the economy. Despite the 
surge of heavy and chemical industrial sectors lately, it still 
maintains its position as the largest single export sector and 
employer. Textile exports account for nearly 30% of the nation’s 
total and approximately 7,000 firms provide jobs for 30% of all 
those employed in the manufacturing sector. The industry 
accounts for about 18% of the gross national product and has 
been maintaining double-digit growth rate. 

The industry was threatened, says one exporter, when the 
country’s leading private sectors beat the government drum by 
concentrating investments in the heavy and chemical industries 
in the 1970s. While the heavy-industrial sector faced 
overcapacity, textile and other light-industrial sectors suffered 
from lack of investment. The danger of such lopsided policies 
was realised and in 1981 the government, responding to a 
call from economists to develop light- and heavy-industrial 
sectors in a balanced way, joined hands with the private sector 
to bolster the industry in maintaining its competitive edge. 

With the resurgence of Japan as a leading exporter in high- 
priced products and Hongkong, Taiwan and China competing 
in low-value items, South Korea needed a strategy to stay 
in the market: S. O. Lee, an analyst with the 
Korea Exchange Bank (KEB), says it faced 
problems both in demand and on the supply 
side. Import restrictions to protect local 
industries and enhance employment in 
recession-striken advanced countries 
had become familiar features of 
demand, particularly in the past three 
years. The Multi-Fibre Agreement 
(MFA), which gave importing nations a 
leverage to restrict imports, ended the 
prospect of any substantial increase in 
exports quantity-wise. Changing tastes of | 
consumers called for the production of high- | 
quality products, while the fast emergence 
of new exporters, particularly China, in the 
traditional South Korean market, also 
dimmed the prospects. 

On the supply side, said one manufacturer, 
South Korea lost its competitive edge as wage 
rates rose faster than productivity. Outdated 
facilities caused production costs to soar and 
product quality to deteriorate. Production 
technology was labour- and energy-intensive which made 
it uneconomical. Research and development (R&D) 
lagged behind; R&D investment was 0.5% of total sales, 
compared to 1.2% in Tajwan and 2.1% in Japan. 

South Korea’s textile industry is, however, 
overcoming these problems and “is coming back to 
life," says Lee Kyung Hoon, president of Daewoo 
Corp., the country’s largest textile manufacturer and 
exporter. Two factors account for the new 
phenomenon: one is a massive modernisation 
programme to replace outdated facilities, the other 
more fundamental factor is that the textile industry is 
shifting to higher value-added products. 

Exporters said that consumers in the US and Europe 
had become increasingly quality-conscious over the 
past few years. The trend is picking up elsewhere very 
fast, encouraging manufacturers to upgrade product 
quality, which is an absolute necessity. Without it, 
“the industry would continue to lose export ground to 
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D espite a ring of protectionism in its principal markets and 





































Hyundai uniforms: for all nations. 


SOUTH KOREA ‘83 


competitors in low-wage countries,” said Lee. 

Through higher value-added products, the textile industry 
plans to circumvent limitations imposed by the MFA. New textile 
agreements with Canada and the US signed in 1982 provide little 
for quantitative expansion in exports. A similar agreement with 
the European Economic Community is still to be finalised. 

The industry was not happy with the agreements but, as one 
exporter said, the agreements as negotiated were better than no 
agreement at all. The US — South Korea's largest export 

market with about 16% share of total textile exports — allows 
for 0.5-4.5% yearly growth for quota products over the 
agreement's six-year time-frame. Daewoo expects to increase 
export value in dollars by 10% in 1983 while complying with the 
US quota limitations. 

Seoul plans to change the structure of textile exports. 
Garments and apparels, which now constitute two-thirds of total 
exports, would be reduced to about 50% and the ratio of fabrie 
and yarns would be lifted to about 37% and 13% respectively. 

The restructuring is also important, says Lee of KEB, to 
make South Korean products competitive. Although the latest 
figure is not available, one KEB study showed that nearly 80% 
of all manufacturers were small firms, subcontracting to large 
export houses. If production efficiency is to be enhanced and 
economies of scale enjoyed, these small members of 
the industry must be realigned. The setting up of the 
Korea Federation of Textiles Industry with a Won 


firms’ modernisation plans and a government plan 
to invest Won 80 billion in reducing the ratio of 
obsolete machines to a maximum 15% by the end of 
1986, is expected to change the face of the industry 
substantially. 
Larger private industries, like Daewoo which 
claims to be the world’s largest shirt-maker with 
a monthly output of 6 million pieces, are 
undertaking their own modernisation plans 
costing several million dollars. The company, 
which introduced a computerised cutting and 
raw-material handling system, has already 
started enjoying some US$5 million in cost-savings. 
Perhaps the most important change in the 
industry is the companies' efforts to limit the 
import of raw materials, which now cost them 
slightly more than US$1 billion. The industry 
depends on foreign sources for 99% of all natural 
fibres and about 60% of synthetic and chemical 
fibres. This makes product prices very sensitive to 
price fluctuations in world markets. The self- 
sufficiency ratio of South Korea, for example, in 
caprolactam in 1981 was only 26.9% compared to 
Taiwan’s 91% and Japan’s 109%. Steps are being 
taken by Samsung Petrochemical and Honam 
Petrochemical to meet the local demand of synthetic 
fibres and polyester filament by the mid-1980s. 
Prospects are not as bleak as they seemed late last 
year. Although the economic recovery of the 
Organisation of Economic Cooperation and 
Development countries will still guide the export- 
growth curve of South Korea’s textiles, it will be 


market. The share of the US, for example; is falling 
— 16% in 1982 from 40% in 1972. Aggressive 
marketing in the Middle East, Africa and Latin 
America has started bearing fruit. Exports to Saudi 
Arabia rose by 25% and those for the whole Gulf region 
by 11%. The industry is expected to grow by 15% in 
the Fifth Five-Year Plan bringing the total 
export volume to US$12 billion in 1986. This, if 
met, will move South Korea from being the 
eighth to third-largest exporter of textiles, 
taking 10% of the international market. ([g 
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50 billion (US$632.9 million) fund to support small 





less and less important as the industry diversifies the’ 











fter years of uninterrupted growth, the South Korean 
verseas-construction industry is bracing itself for a 
‘ough year and uncertain future. Total contract receipts 
slightly in 1982, compared to a year ago, and are expected 
ill further in 1983 as the cut in oil prices and decline in oil 
s has ended the Middle East construction boom, 
ing for 90% of all foreign contracts so far. All that 
insis the prospect of fewer contracts, said one company 
ial. Industrial sources generally agreed with the semi- 
rnment Korea Development Institute (KDI) that the 1983 
ormance could drop by 30% if the oil price remained at 
esent level. 
The gloomy prospect contrasts sharply with South Korea's 
from obscurity to become a world-class competitor in 
general contracting. Seoul contractors, with 25 firms among 
he world's top 250 internationals, are the second largest group 
ollowing the United States. South Korea was awarded US$55 
lion worth of contracts up to 1982 — US$25 billion in the 
wo years alone. Companies like Hyundai Engineering & 
nstruction and Daelim Industrial made headlines in the 1970s 
n they won large complex projects in Saudi Arabia. In 
1981, Daewoo Corp. stunned both the international 
-onstruction industry and foreign bankers by taking US$3 
ion worth of projects in Libya, a country which many 
voided. 
The industry occupies an important place in the Seoul 
поту: it provides jobs for South Koreans overseas. The 
tal overseas-construction employment figure is going down 
due to higher wage levels at home, but one industrial source 
nated that as many as §0,000 South Koreans might have 
n places to nationals from third countries, mainly in South 
and Southeast Asia: Industry estimates the number of South 
Koreans on foreign construction sites at about 170, 000. ^. 
The industry is also significant in that it has helped South 
Korea to recycle oil payments to the Middle East successfully. 
Revenues have made up half South Korea's Middle East 
earnings since 1977 and helped push the bilateral goods and 
ervices trade account with that region into the black in 1977-79 
and back close again in 1982. A decline ín construction receipts 
from the Middle East is expected to widen the trade balance 
ainst South Korea. 
erhaps most significant of all are new changes in the Saudi 
rabian Government's construction plans and policies which 
Il have far-reaching consequences on the South Korean 
ndustry. Saudi Arabia has been the main market for South 
Koreans and its market accounts for two-thirds of all contracts 
awarded to Seoul. From 1978-82 they won almost 40% of the 
cash value of all development projects in the kingdom, with 
ders totalling slightly more than US$30 billion. The new 
policies announced in March called for a review of contracts 
tendered in 1982 to put financial allocations in line with new 
budgetary provisions. The new policies require all new contracts 
to be bid for openly and as well as for those jobs whose original 
lender specifications were altered. From now on it will be 
government policy to give equal opportunity to Saudis in 
awarding contracts, which one company executive described as 
à move to reduce: foreign contractors’ domination in civil and 
infrastructural jobs. 
- Industry sources said that the new changes affected several 
_ billion dollars worth of projects, mostly water-related, which 
‘South Korean companies had a higher chance of winning. What 
the industry fears most is South Korea’s declining 























to Saudi contractors: that, said опе 


a job to give more chan 


Arab banking source, is a distinct possibility. 














































Outside Saudi Arabia, the Middle East is less attractive. 

Libya and Iraq, South Korea's other important markets, are 
experiencing shortages of funds. The remaining market can 
barely help sustain the oversized industry. 

Aware of limitations in the Middle East market, the South 
Korean Government has been stressing the need to move away ` 
from the region and low-technology civil-engineering jobs. 
President Chun Doo Hwan's (summer 1981) visit to Asean’ ` 
countries coincided with a doubling of Seoul's exposure in the 
regional construction market to almost US$2 billion dollars in 
1982. This increase almost fully offset the 10% decline in new 
Middle East contracts. Malaysian contracts almost doubled to 
US$400 million, Indonesian contracts jumped 10-fold to 
US$340 million, while new work in Singapore tripled from 
US$300 million to more than US$900 million between 1981-82... 

The South Koreans, however, do have limitations such as ап + 
inability to compete in financing packages, strong local-labour 
utilisation requirements in the Asean region and — most: 
importantly — a relative dearth of funds, which indicates that 
Southeast Asia will not replace the Middle East for South 
Korean contractors. Asean countries, unlike the Gulf nations, 
prefer overseas contractors to bring their own financing. This 
puts cash-short South Korea at a disadvantage when competing 
with cash-laden Japanese and Western competitors. Plant 
export is an exception, however: Korea Exim bank ns some 
financing facilities. 

South Korea's hopes to make the African region а secondary Р 
market аге even тоте qualified. Chun visited four African 
nations in the autumn of 1982, hoping to achieve what one 


- company official called the impossible task of getting 
“construction. work on the dark continent. Government officials 


soon down-played this motive of the tour and few companies 
expect any results soon. 


responded to the government call. Several leading 

P firms have entered joint-venture agreements with 
Japanese and Western companies to undertake technology- 
oriented plant-engineering and turnkey jobs. The overall 
technological capability is still considered less than adequate to : 
make a dent in Japanese and Western dominance. But, as one 
foreign consultant to a South Korean company put it: "They 
have the ability to learn quickly and it is just a:question of 
importing technology." Critics point out that "South Koreans 
are moving too rapidly into plant and other sophisticated 
turnkey work." However, as the South Koreans see it, the 
acquisition of experience in high-tech construction work is an 
immediate imperative in order to compete and survive. 

Apart from a shrinking market, the main headache for South 
Korean contractors is getting payment for work completed. 
Reports say that contractors in Iraq may have to wait until 1985 ° 
to obtain foreign-currency payment for work done in 1983. 

The Ministry of Construction (MoC) confirmed that South 
Korean companies, particularly Hyundai Engineering & 


О: the technological diversification side, companies have ': 


` Construction which has nearly US$3 billion worth of projects 


in that country, has had some difficulty in getting payments. The | 
total payment still due is not known, but industry sources 
estimate that the amount runs to about US$700 million, mostly 
owed to Hyundai. 
Libya's foreign-exchange: pióbiems have: forced several 
construction companies to become oil brokers, which they 
reluctantly agreed to be: In summer 1982, Libya asked South: 
Korean contractors, including Daewoo Corp. and Samsung 








_ Construction, to accept payment in ой. They accepted and sold 
ould the Saudi Arabian Government break. | 
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ABOVE ALL ELSE, WE CARE. 
JUST ASK THE GERMANS. 


From Bavaria to Bremen it is well known that You need not go out of your way either to ensure 
ScanDutch goes out of its way to show you we your goods arrive in Germany on time and in 
care. So, for Germany's precision products, we good order. Send them 


provide punctual sailings, on-time deliveries and саге of ScanDutch. ScanDutch © 
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meticulous cargo handling to the Far East. IST CLASS CONTAINER TRANSPORT 
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New! For travellers 
к take Asia idtm 


The 12th edition of the AII- 
Asia Guide is simply crammed 
with new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 


There are now chapters on no 
fewer than 26 countries. Plus 
opening chapters on both eating 
out in Asia and on the best way 
of using your baggage 
allowance. 


25 new maps, making a total 
of 60 maps in all. 


New hints on how to travel in 
Asia — from packing the right 
things, to the best places for 
souvenir hunting — wherever 
you're going. 


A new-style guide to hotels in 
the region, and new thoughts on 
Asian food (and the best places 
to sample the Region's vast pot- 
pourri of culinary delights). 


And finally, 48 new colour 
pictures, and more than 70 new 
black-and-white pictures. 


All of which adds up to over 
680 pages of vital information 
for business and pleasure 
travellers in Asia. 





Г ey = И; Ул 7. 
To make sure of your сору, 

OW in its 12th Edition. send off the coupon today. 
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Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. The ALL-ASIA GUIDE is | 


Please rush me copy/copies of the ALL-ASIA GUIDE, 12th Edition.as indicated. I enclose a published by the Far Eastern і 
f Economic Review, Asia's most 


cheque/postalorderfor ——________ respected business weekly. =i 


No. of copies ——— П by surface Û by airmail” 

ALL-ASIA GUIDE, 12th Edition: HK$57.50/US$9.95/£5.55/S/M$21.75 each 
*For airmail delivery, please add:- HK$35/US$6/£3,25/S/M$13 per copy. 
Name 

E Address . 
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POLITICS 


All at sea in the Arc of Crisis 


Threat from the East? — Soviet Policy 
from Afghanistan and Iran to the 
Horn of Africa by Fred Halliday. Pen- 
дип. £1.75 (US$2.75). 


EVER since Zbigniew Brzezinski coined 
the phrase, the Arc (or Crescent) of Crisis 
has become a part of the daily vocabulary 
of international politics. It describes the 
region from Afghanistan through Iran and 
the Arab countries to the Horn of Africa, 
strategically important to the West, but 
threatened because of its fragile social and 
political structures. The crisis in the Arc, 
according to common belief, is the result 
of the Soviet Union’s aggressive and ex- 
pansionist policies. 

"Not so," says Fred Halliday. Western 
pressures and internal tensions in the 
countries concerned play a vital part in re- 
gional developments but tend to be ig- 
nored in favour of the over-simplification 
of a Soviet threat. Threat from the East? 
offers the alternative view about events in 
the area, explaining but not always justify- 
ing Soviet behaviour. 

Halliday has impressive leftwing cre- 
dentials. He is a fellow of the Transna- 
tional Institute and an editorial associate 
of the New Left Review. He has written 
several books about revolutionary move- 
ments in the Middle East and participated 
in the production of Merip Reports — a 
leftwing periodical on the Arab region. In 
the spectrum of leftist politics, however, 
he represents an independent position and 
is not an apologist for any party. 

His latest book was originally commis- 
sioned by Washington's Institute for Po- 
licy Studies. Its stated objective is to help 
the emergence of alternative policy orien- 
tations for Western states. After arguing 
that the Soviets have not necessarily been 
provocative and have in most cases even 
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acted with restraint, the book makes con- 
crete proposals for a Western policy which 
will. not exacerbate the new Cold War. 
The author maintains that the Second 
Cold War has already started and its focus 
is "southwest Asia, and in particular the 
Persian Gulf." 

The book says: "The new emphasis 
upon the arc is a reflection of at least six 
trends in international politics during the 
latter half of the 1970s. Their distinct 
characters are too often fused into one all- 
encompassing Soviet threat." These six 
trends are listed as: 
> A winning streak of Third World revo- 
lutions. 

» The new strategic significance of the 
Gulf. 

» The challenge of Opec, combined with 
the economic recession. 

» The erosion of American control over 
its major capitalist allies — Western 
Europe, Japan and Canada. 

» The quest for higher appropriations by 
the United States military. 

» The increased power and strategic pro- 
jection of the Soviet Union. 

One does not have to agree with Halli- 
day's analysis to appreciate his basic con- 
tention that obsession with the Soviet 
threat leads to ignoring other political and 
economic factors influencing affairs in the 
Arc. The Soviet Union's influence in the 
Arab world has declined and — contrary 


are threatened by nationalist aspirations. 

In brief chapters, Halliday discusses 
local and regional politics, focusing on 
four countries he considers to be at the 
heart of East-West tensions in the region: 
Iran, Afghanistan, South Yemen and 
Ethiopia. As can be expected, he is sym- 
pathetic towards the revolutionary re- 
gimes in each of these countries, and 











considers them representative. of the 
masses, 

This, however, is a mistake. While the 
Iranian revolution was a genuine mass up- 
rising, the Marxist takeovers in Ethiopia, 
South Yemen and Afghanistan can hardly 
be termed that. In all these countries, the 
"popular democratic" regimes came to 
power through military coups and the par- 
ties backing them do not have the mass 
following essential for a people's revolu- 
tion. The elitist character of the regimes 
has made them more dependent on the 
Soviet Union, which in turn has paved the 
way for Western involvement. 

As in his earlier book fran: Dictatorship 
and Development, published during the 
shah's regime, the author underestimates 
the role of Islam in West Asian politics. 
Seeing political forces in standard leftist 
classifications of progressive, revolutio- 
nary and reactionary, he fails to ap- 
preciate Islam as an ideology, trying to re- 
establish itself outside Western ideologi- 
cal moulds. Because of its hold on those 
who believe, Islam is a legitimate move- 
ment for social change. 

While suggesting alternative policies for 
the West, Halliday emphasises: "There 
must be a recognition of the internal 
causes of social and political change in the 
Third World and a rejection of simplistic 
attribution of all changes to Soviet mani- 
pulation." Other elements in determining 
a new policy include: “The United States 
must eschew the notion that it can re-es- 
tablish control over the politics of the Arc 
countries . . . An exaggerated view of the 


à | United States’ ability to control the 
to Western thinking — its interests there | 


policies of a Third World state will inevit- 
ably generate trouble in the future . . . 
There must be some recognition of how 
Western policies have contributed to up- 
heavals in the Third World . . . The note of 
innocence struck on Angola, Afghanistan 
or Ethiopia is simply not sustainable: nor 
will it be when the inevitable explosions in 
South Africa occur." 

Halliday argues: "The Russians and 
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is по reason why, 


not be found in the Arc itself. This in- 


_ volves a willingness to negotiate on issues 


in dispute and a greater degree of colla- 


~ boration in tackling the problems of the 


region: the Gulf, the Arab-Israeli dispute, 
the Horn of Africa and Afghanistan are all 
areas where such negotiation is possible." 

The question, however, remains whe- 
ther the willingness to negotiate exists on 


— — "either side and. if it appears that it does, is 





it genuine or just a means of out- 
manoeuvring the other? 

Threat from the East? aims to criticise 
current popular views about the Arc of 
Crisis, which the author believes to be 
based on "questionable assumptions and 
sometimes on questionable facts." To 
some readers, the analysis contained in 
the book itself may appear tendentious. It 
is valuable, however, in pointing out the 
mistake of exaggerating a perceived threat 


З and ignoring other developments in the 


politics of a region. 

Idealistic though it may sound, many 
people in the region itself will share the 
author's advocacy of a situation “in which 
local states enjoy the maximum realistic 
conditions for independence, internal 
democracy and economic development 
and in which they accept each other's 
legitimate interests." Unfortunately, until 
such an ideal is attained, there can only be 
short-term solutions to the complex prob- 
lems of the Arc of Crisis. 

— HUSAIN HAQQANI 


FICTION 


A Chinese puzzle 


The Speaker of Mandarin by Ruth 
Rendell. Hutchinson, London. £6.95 
(US$10.95). 


THE title is somewhat misleading — and 


- indeed has only a tenuous connection with 


the plot — but it is an interesting reflection 
on the growing popularity of China as a 
holiday destination in the West that this 
archetypal English country detective story 
should begin and parade its major sus- 
pects during a tour of Hunan and 
Guangdong. 

And it is a measure of Rendell's skill 
that her descriptions of China are as vivid 
as those of the Sussex countryside or the 
London suburbs, conveying very well the 
air of quiet desperation which hangs over 
any China Travel Service operation. 

. Once the holidaying Chief Inspector 
Wexford gets back to England and the 
murder — of a woman he met in China — 
is committed, the book runs along the 
well-worn grooves of English detective 
fiction. But they are well-oiled grooves 
too, made smooth by a huge shoal of red 
herrings, a mysterious Chinese refugee, 
some touches of the supernatural, plus of 
course the fact that the murder was on Oc- 
tober 1, China's National Day, and was 
done in the classic manner of communist 
execution — a bullet in the back of the 
neck. —M. MacL. 
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Inside the Middle East by Dilip Hiro. 
MacGraw-Hill, New York. US$19.50. 
Routledge and Kegan Paul, London. 
£12.50. 


The recent Opec dissensions and unex- 
pected oil-price cut have led to some con- 
fused thinking among Middle East watch- 
ers. Some observers in India have even ar- 
gued that the Middle East’s importance is 
highly exaggerated and it is about time the 
region was assigned an appropriately 
lower importance in world affairs. 

Apparently, this thinking is rooted not 
in concrete appraisal of the contemporary 
Middle East but іп the unpleasant 
memories of global hardships imposed by 
spiralling oil prices in the 1970s, as well as 
resentment against the sudden influx of 
Arabs into the charmed circle of the 
world’s top financiers. Additionally, the 
argument seems to be a backlash against 
the Pentagon's current strategic view of an 
integrated defence plan. for the Middle 
East. 

What the observers seem to be ignoring 
is the importance assigned 
to the region by successive 
generations of strategists 
long before oil was disco- 
vered as a crucial strategic 
asset that must be control- 
led by one side and denied 
to the other. From Alexan- 
der the Great's land-based 
view of the world through 
Vasco de Gama's discovery 
of the Cape route to Asia to 
the heightened awareness 
during the current century 
of the critical significance of 
sea and air routes, the Mid- 
dle East has always been an 
important factor in global 
Strategic calculations. 

With capital and trade as- 
suming pivotal positons in 
international relations now, 
the money already gener- 
ated by oil and the great 
modernisation effort under way in the 
region only emphasise the continuing 
relevance of the Middle East to world af- 
fairs. 

But the 14 Middle Eastern states, due to 
the diversity of their political systems and 
their social and political instabilities, con- 
stitute a complexity that is highly confus- 
ing to a non-specialist. Most outsiders re- 
main unaware of the region’s history that, 
more than anywhere else, remains a living 
reality for its people. There is also the role 
of religion in everyday life and the inten- 
sity of feelings it generates to precipitate 
bloody inter-state and intra-state con- 
flicts. 

Arabism — the factor that seems to 
make the region remarkably homogen- 
ous — is ironically also one of the fac- 
tors contributing to the confusion. Un- 
deniably, the factors uniting the region 
far outnumber and outweigh those that 
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Iran's Ayatollah Khomeini: 
а notable absence. 










make it a house divided against itself. 

Except for the people of Israel, the mas- 
ses in each of the other 13 states swear by 
the Koran, have the same culture and gen- 
erally wish to apply Islamic principles to 
their individual and collective life. Also, 
except for Israel and Iran, the states have 
the same language and consider them- 
selves part of one Arab nation from the 
eastern Atlantic to the western shores of 
the Gulf. And yet these peoples’ mutual 
antipathies and even hatreds are often far 
more intense than their Islamic or Arab _ 
fraternal feelings. 

Dilip Hiro's definitive study is a highly 
successful effort to explain these com- 
plexities to common readers. Its 471 pages 
are packed with accurate general 
background information and rare insight, 
making them essential reading for a 
clearer understanding of current news- 
paper headlines on the Middle East. 


‘Readers may find the book useful for a 


general understanding of Muslim secta- 
rian differences; the origin of many Mus- 
lim and Arab conflicts; the genesis of con- 
temporary states in the re- 
gion; the basic imperatives 
of each of these states’ 
policies, and oil politics. Be- 
sides, as it covers socio- 
economic events up to 1981, 
the book may remain a 
useful source of ready refer- 
ence for the next few years 
for professionals dealing 
with these aspects of the 
Middle East. 

However, the book suf- 
fers from one major and one 
minor flaw. It arbitrarily de- 
fines the Middle East as the 
region from Egypt through 
Israel and the Arab penin- 
sula to Iraq. Although he is 
as familiar with Iran as with 
any of the other states in the 
region, Hiro counts Iran out 
for no convincing reason 
and asserts that his Middle 
East.comprises the Arab East alone. He 
could not ignore Egypt and Israel without 
drastically curtailing the usefulness of his 
book. However, he did not seem to see 
that Iran's inclusion was unavoidable on 
identical grounds. Possibly the exclusion 
is indicative of a prospective full-fledged 
"Inside Iran" to follow the current vol- 
ume. 

The minor flaw is the absence of a study 
of the Gulf Cooperation Council, which is 
fast developing into a highly significant in- 
stitution of cooperation for the six penin- 
sular states on the Gulf's western shores. 
Designed to bring about ultimate total 
integration of the six states, it has already 
been an unexpected success. Apart from 
helping in the evolution of common socio- 
economic policies, it has already brought 
about a customs union and launched the 
beginning of a common market. 

— SALAMAT ALI 
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like the hub of an international 
financial network. 


Bavaria's historical sites and tradition- 
al Bavarian friendliness are appreciated 
the world over. Yet, few are aware of the 
modern, international outlook of its in- 
Stitutions. 

Bayerische Landesbank, for instance, 
is not only one of Germany's top banks, 
it's also one of the country's most out- 
ward-looking. Our global facilities in- 
clude a wholly-owned subsidiary in 
Luxembourg, full-service branches in 
London, New York, and Singapore plus 
offices in Johannesburg, Toronto, and 
Vienna as well as our correspondent 
network around the world. 

Through a growing international pres- 


ence our capabilities range from buyers' 


credits in the Far East to roll-over credits 
in Luxembourg, from interbank money 
dealing operations to Eurobond issues. 

With a balance sheet total exceeding 
DM 90 billion our resources are sub- 
stantial. Also, we're bankers to the State 
of Bavaria, and an integral part of Ger- 
many's most powerful financial organ- 
ization, the Sparkassen network. 

Moreover, we are authorized to issue 
our own DM bonds, an attractive invest- 
ment for institutional investors wanting 
to spread their currency risk. 

Bavarians have a reputation for drive 
and friendliness which, combined with 
our international outlook, makes our 
name worth remembering. 


Bayerische Landesbank 


International Banking with Bavarian Drive and Friendliness 


Central Office: Brenner Str. 20, 8000 München 2, Tel.: (89) 21 71-01, Telex: 5 286 270, Cables: Bayernbank Munich. Branches: London, Tel.: 726-6022; 
New York, Tel.: 310-9800; Singapore: PO. Box 2111, Singapore 9041, Tel.: 2 22 69 25, Telex: RS 21445 baysin; Subsidiary: Bayerische Landesbank 
International S. A., Luxembourg, Tel.: 47 5911-1. Representative Offices: Toronto, Tel.: 862-8840; Vienna, Tel.: 66 3141; Johannesburg, Tel.: 838 1613. 
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Now you can fly from Tokyo 
to over 100 US. citie 
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HONG KONG 


United Airlines announces: In Service Now. Beginning May 28.* 

Royal Pacific Service nonstop Tokyo to Seattle and Portland. Hong Kong to Seattle. Daily 
from Tokyo or Hong Kong to 6 nonstop flights per week to nonstop service from Hong 
the U.S.A. We've got the largest Seattle (Sun., Mon., Wed., Kong to Seattle with immediat 
network in America, with Thur., Fri., & Sat.). Plus one connections to New York. 
nearly 1,200 daily flights flight per week to Portland (Tue.). *scheduied inauguration. 


connecting over 100 U.S. cities. 


Hong Kong -Seattle schedules are subject to government approval. 
Seattle/Portland ~ Chicago and Seattle - New York are existing domestic flights. 


Partners in travel with 


© UN TED ALL THE WAY. — —— — 


WESTIN HOTELS 


THE WAY. 





and Soon from Hong Kong— 
n one airline. United” 


SEATTLE 





C Vancouver 


All the right connections. 


Only United Airlines can fly 
you from Tokyo or Hong Kong 
to over 100 U.S. cities without 
changing airlines. Royal Pacific 
Service. United all the way. 





Toronto 





UNITED AIRLINES 


© Bangkok, Thailand @233-5900-9 e Hong Kong @226-123/5 e Jakarta, Indonesia 323 707 ex.1934 
* Kaohsiung, Taiwan 238-831 ө Kuala Lumpur, Malaysia 2424751 e Manila, Philippines @868051-5 
* New Delhi, India 386274 e Osaka, Japan @445-7341/4 ө Seoul, Korea 1753-3202 e Singapore 
360411 e Taipei, Taiwan 2581-4111 ө Tokyo, Japan 2213-4511 
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Two aspects of Belgium: "The Peasants Dance” by Flemish Master Bruegel the Elder ; 
a 1.000 Megawatt turboalternator by the industrial group ACEC. 


You, Belgium and the BBL 


hatever your commercial aspira- 

tions in Europe, we firmly believe 
that you, Belgium and Banque Bruxelles 
Lambert form an ideal combination. 


Belgium you already know 
Crossroads of Europe, Belgium borders 
on four key Continental countries, with a 
fifth just across the Channel. Brussels, of 
course, is the seat of the European Com- 
mon Market. Antwerp just 45 km to the 
north, is one of the largest, most efficient 
seaports in the world. 

A long cultural tradition - the Flemish 
Masters, for example, - a long industrial 
tradition - from basic manufacturing to 


"state-of-the-art" components for the 
Space Shuttle. Combined, they have 
produced perhaps the most highly skil- 
led, highly productive workforce in 
Europe. Only natural in a country where 
export accounts for some 60% of the 
GNP. 


But why Banque Bruxelles Lambert? 


Because BBL covers the country with 
nearly 1000 branches, and the world with 
a dense network of branches, affiliates, 
correspondants and representative of- 
fices. 

Because of our long-standing tradition 
of helping dynamic companies establish 





themselves in Belgium. And our imagi- 
native solutions to individual problems. 

Because we have data processing and 
communications systems which assure 
quick handling of complex international 
transactions. 

Import, export, manufacturing, finan- 
cing, marketing. Whatever your need, 
Banque Bruxelles Lambert is ideally 
situated to help. Those who have put us 
to the test already know this very well. 


BBL is the Abecor bank in Belgium. 
Singapore Branch: PIL Building ( ISth Floor) 
140 Cecil Street - Singapore 0106 

Phone : 223.97.81 - Telex: 20 294 BBLSIN. 


Banque Bruxelles Lambert BBL Bank Brussel Lambert 


Banking, a matter of people 


0 
We 
E $ 
o$&. e у сх € 
SO сд es у 
FAs He о? хе 
QNS 0 a T $ + ш 
еу yo NP eof SS sé 
boe irm А 5х; ИСАИА ee" M. ad 
AGES fe exi at f ON p" seo 
SMS offe کو کے‎ o> MESS XS» 
DOE M e ا کک‎ 5 
SS E co ме ех обо M се“ e 60) 
Xa am ot ж" Ў se NS. NN eo 
® o е e ev. AS ge SS уе a 
ои 
N у ул N 4 we RS © 
کوک کی کک کی کک‎ 





4 p , 
Zn 1085 m 
Come and see the ITALIAN PAVILION 
at International Leather Fair '83 
Hall 3 World Trade Centre Singapore 


for information :- 


Italian Trade Office AC 


1 Maritime Square #09- 
World Trade Centre 
Singapore 0409 

Tel: 2731444 
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Our traditions go back-we go forward...! 
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Founded in Sweden in the early 17th century, the 
Ekman Company has traded in Asia since the 
1840's. The traditional merchant house has, over 
the years, developed into a streamlined, highly effi- 
cient group of companies, serving most sectors of 
business and industry all over the Asia-Pacific 
region. 

Today, there are Ekman Companies in Beijing, 
Tokyo, Osaka, Seoul, Taipei, Kaoshiung, Manila, 
Bangkok, Kuala Lumpur, Singapore and Hong 
Kong, all under the umbrella of Ekman Pacific 
Limited. Our activities include supply of heavy and 
light equipment to the building industry, planning 
and installation of processing plants, supply and 
servicing of equipment for ocean going ships, im- 
port and export of raw materials and consumer 
goods, supplies to the printing industry, financing, 
shipbroking, and real estate interests. 


g European merchantmen in a Chinese treaty port. 


One increasingly important area is turnkey pro- 
jects. We have completed turnkey plants for 
refrigeration, coffee roasting, tube ice making, food 
processing and dairy production in a number of 
countries, including the People's Republic of China. 

If you want more information about what Ekman 
can do for you — please feel welcome to call or 
write. 


Group headquarters: 14/F, Sun Hung Kai Centre, 30 Harbour Road, Wanchai 


G.P.O. Box 10085, Hong Kong. Tel: 5-832 2222 
Telex: 65143 EKPAC HX Fax: 5-8915324 HONG KONG 
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Japan's industrial policy is the latest target of US criticism 


The divide deepens 


By Mike Tharp 

Tokyo: The United States and Japanese 
governments ended a week of talks on 
May 20 that opened à new and potentially 
bitter chapter in the history of their trade 
relations. Although negotiators praised 
one another's “cooperative and positive 
attitudes," both sides are deeply divided 
over the debate on industrial policy. The 
Americans now consider the issue a key 
element in overall bilateral relations. The 
Japanese think it should not be an issue at 
all. The situation is complicated further by 
the fact that the Americans do not appear 
to know what they are talking about and 
the Japanese do not really want to listen. 

The outcome of their negotiations on 
industrial policy in the months and years 
ahead has implications far beyond those 
for the two nations 
themselves. All the ad- 
vanced industrial coun- 
tries have industrial 
policies, and many of 
the so-called newly in- 
dustrialised countries, 
especially those in 
North and Southeast 
Asia, have patterned 
their emerging. indus- 
trial policies — after 
Japan's. The US Gov- 
ernment will find it 
hard to apply its even- 
tual attitude towards 
foreign industrial po- 
licy only to Japan. And 
any US action aimed at 
offsetting another na- 
tion's policy threatens 
the US with reciprocal 
action. 

US Commerce Sec- 
retary Malcolm Bal- 
drige stated the posi- 
tion of the administration of President 
Ronald Reagan during a speech at the 
Japan National Press Club. While conced- 
ing that every country was free to deter- 
mine its own industrial policy, and that 
Japan was not the only country with an in- 
dustrial policy, Baldrige added: “There is 
growing belief in the US that such [target- 
ing] practices may actually undo other 
concessions in the past that have been 
liberalising trade between our two coun- 
tries.” The litmus test, he indicated, was 
when a government’s industrial policy 
“reaches out” to other countries and 
somehow distorts free-market forces. 
Other American officials during the week 
specified that Japanese policies aimed at 
helping either emerging or declining in- 
dustries were the focus of the US inquiry. 
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Since the American criticism began sev- 
eral months ago, Minister of International 
Trade and Industry Sadanori Yamanaka 
and other Japanese officials have rebutted 
the American arguments in unusually 
strong terms. "Some people in the US 
have tended to blame Japanese industrial 
policy for the various bilateral problems 
arising from Japanese competitive 
strength in high-technology fields and to 
turn to trade restrictions in retaliation,” 
Yamanaka said in April. “Such a response 
is fraught with danger to the world econ- 
omy.” He and other Japanese officials 
contend their country’s policies are car- 
ried out within the bounds of relevant in- 
ternational rules. 

Not all American approaches to Japan's 
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of strength? 


industrial policy have been negative. In 
meetings with Hisashi Shinto, president of 
Nippon Telegraph and Telephone (NTT), 
the two sides agreed on several steps to 
help increase NTT’s purchases of Ameri- 
can telecommunications equipment. 
(However, even this agreement has come 
under fire from US Trade Representative 
Bill Brock, whosaid the quantitiesinvolved 
are so small that it may not be renewed.) 


ith Prime Minister Yasuhiro Naka- 

sone, Baldrige also discussed the 
possible inclusion of US company repre- 
sentatives in the Ministry of International 
Trade and Industry's (Miti's) planning ses- 
sions on how to rationalise and revitalise 
depressed industries. There was even talk 
of doing the same in so-called sunrise, or 





emerging, industries. “If US companies 
could be involved in such planning at an 
early stage, it might facilitate their interest 
in participating in mergers, investment or 
other cooperation with Japan,” said one 
senior US official. Joint participation in 
already sensitive intramural discussions 
would be extremely hard to work out, but 
on the principle that anything which opens 
Japan a little more to the outside is valu- 
able, the effort should be made. 

The Reagan administration’s preoccu- 
pation with the industrial policies of other 
countries should help concentrate Ameri- 
can minds on their own domestic di- 
lemma. Should the US have a more formal 
industrial policy or should it rely on the in- 
dividual frontier spirit of rugged entrep- 

reneurs and capitalistic 
freebooters to restore 
its global competitive- 
ness? я 

Formation of work- 
ing-level high-technol- 
ogy groups should also 
increase the chances of 
each country under- 
Standing the other 
somewhat better. 
There have already 
been successful со- 
operative efforts in 
new energy sources, in- 
cluding solar batteries 
and gas liquefaction. 
Discussion could also 
lead to freer flows back 
and forth of technol- 
ogy. "If such mechan- 
isms are established, 
we will not complain so 
much about the other 
country's policy," said 
Toshihiko Tanabe, a 
director of Miti's industrial-policy bureau. 

But the overall American approach to 
the industrial-policy issue still seems to be 
counter-productive. "We feel this criti- 
cism from the US mainly stems from their 
frustration over their economic difficulties 
compared with apparent Japanese suc- 
cess," said another senior Miti official. 
"The [US] Government's main role 
should be to do something for the Ameri- 
can economy, but people tend to look for 
tricks behind Japan's success. " 

To some observers US criticism of Ja- 
panese industrial policy is only the latest in 
a diminishing stack of bargaining chips. 
Over the past seven years, Democratic 
and Republican administrations alike 
have hopscotched from one burning trade 
issue of the day to another, each of them 
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said to be a key element in bilateral rela- 
tions. In the late 1970s, for instance, beef, 
citrus and cherry imports by Japan took up 
months of negotiations. 

Then NTT's government procurement 
policies absorbed former president Jimmy 
Carter's trade teams, with some positive 
results. In 1981, the Reagan administra- 
tion began to lash Tokyo for the closed na- 
ture of the Japanese market, resulting in 
five Japanese "packages" over the past 
two years meant to provide more access 
for foreign firms. 


till the bilateral trade deficit yawns in 

Japan's favour — US$16 billion in 
1981, US$17 billion in 1982 and an even 
higher Japanese surplus projected for.this 
year. Analysts on both sides of the Pacific 
forecast keener Japanese competition in 
semiconductors, computers, biotechno- 
logy, aircraft and the other frontier sectors 
counted on by many Americans to provide 
new jobs for some of the 11 million un- 
employed in the US. If Japanese com- 
panies begin to dominate those fields the 
way they have dominated cars, colour TV 
sets, steel and other sectors, potential 
American jobs will be jeopardised, US 
Government officials fear. 

Specifically, Reagan administration of- 
ficials include the following examples of 
Japanese industrial policies that may have 
distorted bilateral trade: 

» NTT has been prevented by other gov- 
ernment agencies from buying American 


if M 
US computer plant: more competition forecast. 


telecommunications satellites, which are 
said to be more advanced than Japanese 
models. “The effect is to impede access to 
the market by US companies," said one 
US official. 

» Japan Electronic Computer Corp. is a 
government-funded entity that leases 
computers, often at below-market interest 
rates, for Japanese computer makers. It 
also buys back obsolete machines and sells 
them to small Japanese businesses. 

» American makers of super-computers, 
which are used for scientific and research 
purposes, have had little recent success in 


A lull in stormy talks 


aningen e recent re 
against 


By Robert Manning 

Washington: The talks between the 
United States and Japan in mid-May on 
industrial policy in general and Japan's ex- 
port policy on machine tools in particular, 
appear to be largely an outgrowth of a 
quid pro quo with the government of Ja- 
panese Prime Minister Yasuhiro Naka- 
sone in return for the administration of 
President Ronald Reagan turning down 
an unfair-trade petition by Houdaille In- 
dustries, a Florida-based machine-tool 
manufacturer. 

Houdaille's lawyers had filed a com- 
plaint charging Tokyo with an array of un- 
fair trade practices ranging from forming 
an industrial cartel to providing sub- 
sidies and tax breaks to the Japanese 
machine-tool industry. The case had be- 
come a benchmark for growing US com- 
plaints about Japan's industrial policy of 
"targeting" certain industries. It also 
deeply split the Reagan administration, 
which spent almost a year wrangling over 
the case before finally turning down the 
petition on April 22, 

Perhaps most controversial was the fact 
that the Houdaille case not only chal- 
lenged the entire Japanese industrial-po- 
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on of a US company’s charges 
okyo trade policies silences a bitter debate 


licy system, but that it sought to remedy 
the situation by invoking the obscure Sec- 
tion 103 of the US Tax Code. That provi- 
sion would deny the US investment tax 
credit for the purchase of any Japanese 
machine tool and would set a precedent 
that could undermine the entire trading 
system and allow action entirely outside 
the General Agreement on Tariffs and 
Trade (Gatt). 

Industry sources told the REVIEW that 
the full cabinet had agreed in a mid-April 
meeting that Houdaille had produced suf- 
ficient factual evidence to merit favoura- 
ble action, but that political considera- 
tions led to Reagan turning down the case. 
Sources at the State’ Department and 
White House, however, dispute this and 
charge that there never was a consensus 
on the merits of the case which, they say, 
was exactly why the bitter debate dragged 
on. 

Industry sources say that US Trade 
Representative Bill Brock had been pres- 
sing for bilateral talks on Japan's indus- 
trial policy. "What came up over and over 
again in the debate on Houdaille," a State 
Department official told the REVIEW, 





selling their wares in Japan. US officials 
suspect “Buy Japan" policies by govern- 
ment agencies have led to sales by Hitachi 
and Fujitsu, instead of Cray Research 
Corp. and Control Data Corp. 

» The three-year very large-scale integ- 
rated-circuit project (VLSI), which ended 
in 1980, is a special target of American 
criticism. The joint venture of the govern- 
ment, Japanese electronics firms and 
academia is widely credited with enhanc- 
ing Japanese competitiveness in 64-K ram 
and now 256-K chips. US officials believe 
Japanese industry would not be the world- 





*was that we simply don't know enough 
about what an industrial policy is and how 
it affects trade." Japan, said industry 
sources, had insisted that a precondition 
for any talks on their industrial policy was 
the turning down of the Houdaille peti- 
tion, A State Department official pointed 
out: “If we decided in favour of Houdaille, 
there wouldn't be much point in discussing 
their policies." 

According to well-placed industry 
sources, after an April 15 meeting which 
pitted the Commerce Department, the US 
trade representative and the National Sec- 
urity Council against the anti-Houdaille 
faction of the Treasury, State Department 
and Council of Economie Advisers, a dou- 
ble-pronged offensive by Nakasone tip- 
ped the balance. Through diplomatic 
channels, Tokyo urged the US State De- 
partment against favourable action on the 
Houdaille case, and in a personal plea to 
Reagan, the Japanese prime minister ar- 
gued that a pro-Houdaille decision would 
be in essence a statement that Japan is the 
enemy of the US, and that such a decision 
would jeopardise Nakasone's political fu- 
ture. 

Sources at both the State Department 
and trade representative's office say they 
know of no such personal plea, though 
both say that if there ever were such a 
move it might not have been known to 
them. A high-level White House aide, 
asked about the plea, told the REVIEW: 
“There was very high-level concern on the 
part of the Japanese about the Houdaille 
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class competitor it is now without the 
VLSI project. 

Essentially, Miti and other agencies re- 
fute the trade-distortion charges by claim- 
ing Japanese industrial policy, like that of 
other nations, has been the subject of dis- 
cussions within the rich nations’ club, the 
Organisation for Economic Cooperation 
and Development; for nearly a decade 
and is in accordance with the positive ad- 
justment policies agreed on within the 
OECD. ; 

They also maintain that the main thrust 
of Japanese efforts to develop frontier 
technologies lies in the private sector. The 
government's role, said Yamanaka, is re- 
stricted to areas Where “the long lead 
‘times, enormous funding requirements 
and high-risk nature of the work make it 
impossible to expect the private sector to 
undertake the necessary research.” 
Policies affecting declining industries, 
such as petrochemicals and aluminium re- 
fining, are intended to *minimise the so- 
cial cost" of scrapping excess capacity, 
explained one senior Miti official. 

Finally, the Japanese argue that US ac- 
tions in many areas could be construed as 
industrial policy. Department of Defence 
contracts and National Aeronautical and 
Space Administration projects have had 
numerous commercial spinoffs for US 
firms. Washington's approval of bail-outs 
to Chrysler Corp., higher tariffs on im- 
ported motorcycles, “Buy American” 
practices and other actionsall in fact consti- 


case which would not be inconsistent with 
such à plea." 

Another Japanese effort to defuse a 
confrontation, according to industry 
sources, was an offer to impose voluntary 
restraints on computerised 
machine tools, which was turned down by 
the trade representative's office which felt 
it was winning Reagan’s ear to rule for 
Houdaille. State Department sources said 
there was no such offer, but that during 
talks in which Tokyo explained its export- 
management system on machine tools, 
“something that could be construed as an 
offer occurred and the US response was 
non-committal.” A trade official told the 
REVIEW Japan had hinted to Washington 
that "they might be willing to explore al- 
ternatives" to action on the Houdaille 
petition. 


S trade officials say the recent indus- 

trial-policy talks — the first round of 
what will be regularconsultations—are not 
directly linked tothe Houdaille case, but as 
one US trade official put it, “Japan knew 
of our interest in discussing industrial po- 
licy.” Jim Murphy of the US trade repre- 
sentative’s office acknowledged that the 
two days of talks on machine tools “were 
an outgrowth of the Houdaille case.” 

The case is far from over. Richard 
Copaken, who headed the team of lawyers 
representing Houdaille, told the REVIEW 
that they intend to file a petition for trade 
relief invoking Section 103 of the Tax 
Code. Copaken said that in a meeting 


tute indastrial pélicies, the Japanese say. 


Many Japanese and some 
businessmen familiar with Japan ascribe 
political motivation to the American 
cause. Five of the six main Democratic 
presidential contenders have called for 
some sort of industrial policy by the US 
Government. The Reagan administration 
remains adamantly opposed to more gov- 
ernment intervention in the private sec- 
tor. An attack on Japanese industrial po- 
licy suits that ideology while matching 
some Democrats’ attacks on Japan's ex- 
port and import practices. 

Much of the conceptual underpinning 
of the Reagan administration’s stance 
seems to come from a November 1982 re- 
port submitted to the US Congress’ joint 
economic committee. The report was 
written by John Zysman and Stephen 
Cohen, professors at the University of 
California at Berkeley. In that report, the 
authors warn that “an unmanageable 
burst of mercantilism" could undermine 
the present liberal trade system. That 
burst includes governmental roles in the 





Brock: the case is far from over. 


Brock asked Houdaille's representatives 
to wait until late June to file the com- 
plaint, intimating that the intention was 
not to apply any pressure until after the Ja- 
panese upper-house elections on June 6. 

US trade officials admit that the talks 
seek to examine the role of the Japanese 
Government in machine-tool exports, in- 
cluding possible violations of Gatt rules. 
The Reagan administration may even try 
persuading Houdaille not to file its peti- 
tion, which would require unilateral ac- 
tion by Reagan and instead course the 
issue through Gatt. 

Industry sources say both aspects of the 
discussion of industrial policy are "no- 
thing but a smokescreen" to help Naka- 
sone politically. Tokyo is clearly alarmed 
about the current situation. In the two 
weeks before the talks began, Japan 
launched a public-relations offensive 
which included sending to Washington 
two top officials of the Ministry of Interna- 
tional Trade and Industry (Miti) — 
Toshihiko Tanabe, of the industrial-policy 
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national and international economy not 
covered by any of the specific provisions 
of the General Agreement on Tariffs and 
Trade — in other words; industrial 


policies: 


ore ideological ammunition is added 
by commentators such as Bob Kuttner, 
who wrote ina recent issue of the New Re- 
public that it is “absurd to let foreign mer- 
cantilist enterprise overrun US industry 
in the name of free trade.” He suggests 
something called managed trade that 
would assure domestic American indus- 
tries of some limits to the growth of im- 
ports, allowing them to re-tool and mod- 
ernise. 
As well-intentioned as such analyses 
may be, they break down in practice. Cur- 


rently, US negotiators admit they have no | 


specific plans or ideas on how to measure 
the trade-distorting effects of Japan's in- 
dustrial policy. Deputy US Trade Repre- 
sentative Michael Smith at a press confer- 
ence on May 16, was intentionally or un- 
avoidably vague on how the American 
side would proceed with its search for 


what constituted a bad Japanese industrial · 


policy. Without precise methodology, the 
abstract notion of industrial policy can 
easily be made subject to political whim. 
The administration's seizure of indus- 
trial policy as the latest bilateral trade 
issue also flies in the face of recent studies 
showing the fruitlessness of such pursuits. 
In an October 1982 report by the Hudson 


bureau, and Tomio Tsutsumi, Miti's 
American bureau chief. They met top ad- 
tration officials and congressmen. 

US officials, satisfied with the first 
round of talks, say that in seeking more in- 
formation on Japan's industrial policies 
they are focusing on high technology, 
specifically semiconductors, large inte- 
grated circuits and the fifth-generation 
"supercomputer." (The US semiconduc- 
tor industry has actively lobbied for pro- 
tectionist measures, citing a detailed study 
of alleged trade violations by Japan; it is 
also preparing to file a petition with Gatt 
against said violations.) 

What specific protectionist measures 
Washington might adopt is unclear. There 
are moves afoot to push through congress 
a bill on local content of vehicles which 
might be broadened to include other sec- 
tors such as machine tools. 

Well-placed congressional sources con- 
ceded that it will be difficult to nail down 
charges of Japanese Government sub- 
sidies, given the nature of Japan's indus- 
trial policies, adding that "this debate will 
go on for a long time." A State Depart- 
ment official expressed a similar view, say- 
ing: "I'm worried that if we do conclude 
their policies distort trade, pressure will 
mount to take unilateral action before 
they alter their polices, and if we don't 
reach that conclusion, pressure from in- 
dustry and congress in an election year will 
force the issue anyway. Either way it may 
be a disaster for US-Japan trade rela- 
tions." 
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elopment as the Ja- 
пу itself has grown and ma- | 
red." "The authors also foresee a decline 
the: effectiveness of many specific 
es in Japan and à gradual шеки 
market forces.” 

‘or many Japanese, American criticism 
dustrial policy is simply shorthand for 
| ‚ of Japanese culture and the Ja- 

inese people themselves. Miti's Tanabe 

flatly states that his government will not 
ge its industrial policies because of 

n pressure to do so. “Industrial po- 

the core of a nation’s survival and 

lopment,” he said. 

"here is also little doubt about the even- 

al result of Washington’s probes into Ja- 

inese industrial policy. Zysman cites all- 
common historical precedent employ- 
by the US Government: “In response 
actual or imagined competitive difficul- 

S of individual sectors in international 

rade, the US Government appears. to 

have only one policy option: the introduc- 
tion. of some kind of protectionist. mea- 
ures. 

“Equally disturbing i is that fact that the 

studies reveal the ineffectiveness of 

ch measures in promoting the kind of 

ructural adjustments réquired to im- 

prove economic. performance : under 

hanging international economic. condi- 
n: » г 
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By Malcolm Subhan 


Brussels: Developing countries clearly 
hope that the sixth session of the United 
Nations Confetence on Trade and Deve- 
lopment (or Unctad VI) will not only re- 
verse the protectionist tide and shore up 
weak commodity prices but also resolve 
the problem. of their external debt and 
generally reform the existing international 
economic orderin their favour. 

The timing of the three-week confer- 
ence, which opens in Belgrade on June 6, 
is poor. The developed countries of the 
Organisation for Economic Cooperation 
and Development believe that. world 
economic recovery is now getting under 
way. But the developing countries insist 
there is no evidence as yet of a sustained, 
long-term recovery and that theré can be 


none until the measures they are advocat- | 


ing have been adopted. 

Even so, the outlook for Unctad VI is 
considerably better than for its predeces- 
sor, which met in Manila in 1979. This is 
largely because of efforts by ministers of 
the developing nations’ Group of 77 meet- 
ing in Buenos Aires in April to persuade 
the industrialised countries, especially the 
United States, the European Economic 
Community and Japan, that the develop- 
ing countries will be going to Belgrade "in 
a.spirit of cooperation and understand- 
ing." The Group of 77 concluded the joint 
declaration бу calling on all groups. of 
countries to “join together to build, in a 
climate of mutual confidence, а balanced, 
equitable: System. of international. econo- 
mic cooperation.” 

This more. moderate, balanced. ap- 
proach of the Group of 77 is clearly re- 
flected in its ministerial declaration, which 
puts the emphasis on pulling the world 
economy out of its present crisis — a crisis 
which has already proved very expensive. 
If its impact on the developing countries 
has been particularly severe the Group of 
77 recognises that the developed have not 
been spared. Their production has either 
stagnated or declined, while unemploy- 
ment has reached levels not seen since the 
depression of the 1930s. 

To enable the Belgrade conference to 
get down to work at once, the Group of 77 
has already circulated its draft resolutions. 
(Hitherto, the conference marked time 
for anything up to three weeks while the 
developing countries put together their 
draft resolutions.) But the texts which the 
Group of 77 will be tabling in Belgrade do 
not show the same balance аз their 
ministerial declaration, according to EEC 
officials here. 

This is especially true of the resolutions 
on international trade. in goods and ser- 
vices. As before, the industrialised f 


on how well the EEC and сер of 77 can work - 
e latest round of trade talks may be more purposeful 











sible for the difficulties of developing 
countries and they alone are the targets of 
the numerous detailed demands. of the 
Group of 77. Even: so, the developing 
countries. seem much. less. intransigent 
than before. Their.ministerial declaration 
invites the other participants at Unctad VI 
to submit their own proposals. 

Their invitation is addressed not only to 
the industrialised free-market economies 
(Group.B їп Опсіаа jargon) but also to 
the centrally planned economies (Group 
D) and China. But. the East Europeans are 
unlikely to:take advantage of it. as: the 
Group of 77 makes few demandson them, 
while: the: Chinese invariably support all 
Group of 77 initiatives. 

As for Group B, the recent ministerial 
session. of the OECD “welcomed and 
shared. the importance attached to world 
economic interdependence, dialogue and 
consensus by developing countries, most 
recently at Buenos: Aires." The OECD 
communique responded їо the Group. of 
77's Buenos Aires declaration by reaffirm- 
ing the developed countries’ readiness “to 
work in a spirit of understanding and co- 
operation" with all the participants at 
Unctad VI. As attitudes within Group B 
range from restrictive (as in the US) to lib- 
eral (the Scandinavian countries), it is 


-more than likely that, as. in. previous 


Unctad sessions, it will react to the-resolu- 
tions tabled by the developing countries 
rather than put forward its own. 


he one issue on which the US clearly 

wants Group В to table a separate re- 
solution, to the point where it has already 
circulated its own draft, relates to Unctad it- 
self. As a group, the indüstrialised coun- 
tries tolerate Unctad, which they regard 
variably as a Group of 77 pressure group 
and a debating forum, but very few ac- 
tively support it. They are generally criti- 
cal of the Unctad Secretariat, though most 
accept the fact that it frequently acts as a 
think tank for the Group of 77. 

But the Americans seem openly hostile 
to. Unctad, which a senior US trade 
negotiator reportedly described. during a 
meeting of the General: Agreement оп 
Tariffs and Trade (Gatt).as “that funny 
farm down the road.” They. want. all 
Unctad's existing mandates and activities 
to expire no later than six years after their 
original adoption and any extension.to be 
limited to three years ага time. Allfuture 
activities, the US further proposes, would 
be similarly limited. in. time, unless 
explicitly extended. 

This contrasts sharply with the Group of 
77 draft resolution on Unetad. While rec- 




















| ognising the import: 
agencies, the d 


strengthen Unctad further. To this end 
they have proposed that its main organ, 
the Trade and Development Board, meet 
at ministerial level every two years. They 
also want Unctad to have a key role in 
global negotiations, a demand which 
could well delay them even further by 
stiffening American resistance to these 
negotiations. 

The US position is very different from 
that of the Group of 77 on numerous key 
issues. The Americans reject, for exam- 
ple, the developing countries’ claim that 
the difficulties facing them are due to the 
present economic crisis, the responsibility 
for which lies entirely with the indus- 
trialised countries. The crucial factor, in 
the American view, is the economic 
policies followed by individual developing 
countries themselves. They argue that in 
every group of developing countries some 
have managed to grow despite external 
shocks. Even while recognising the special 
problems of the 36 least-developed coun- 


Thom: summit plea. 





tries, the Americans maintain they have 
always tailored their policies to take them 
into account. 

Most EEC countries can be expected to 
take a more flexible line at Unctad VI, 
though they share the American view that 
the developing countries’ analysis of their 
problems is one-sided and the solutions 
they propose make no demands on their 
own governments. At the Williamsburg 
summit of the seven most-industrialised 
economies, on May 28-30, European 
Commission president Gaston Thorn was 
expected to press for a reference to 
Unctad VI in the final communique. But 
given the sharp differences between the 
EEC and the US over East-West trade 
and interest rates, for example, the Euro- 
peans may be unwilling to press the Ame- 
ricans too hard at Belgrade. 

With the Japanese likely to adopt their 
usual low profile, the outcome of Unctad 
VI may well depend on the extent to which 
the Group of 77 and the 10-nation EEC 
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can work together. It will not be easy, 
however, despite the importance the EEC 
attaches to a successful outcome. 

The Group of 77 resolution on protec- 
tionism, for example, seeks a rollback in 
protectionist measures, eventually on the 
basis of a timetable in the implementation 
of which Unctad would have an import- 
ant role. The OECD ministerial meeting 
agreed that member-states should take 
advantage of the favourable conditions 
created by the economic recovery, as it 
proceeds, to reverse protectionist trends 
and progressively dismantle trade restric- 
tions. But the EEC wants to give priority 
to the work programme adopted last 
November by Gatt, which is aimed at ex- 
panding imports from the developing 
countries. 


he community, like other Group B 
countries, also feels that the newly in- 
dustrialising countries should make a 
greater contribution to world trade by 
opening up their own markets to the ex- 
ports of both the industrialised and other 
developing countries. The more advanced 
developing countries, in other words, 
should accept more fully their obligations 
in a multilateral trading system. By the 
same token, the EEC wants them to re- 
nounce some of their rights, in the various 
generalised system of preferences (GSP) 
schemes, in favour of the least-developed 
countries and support the principle of 
graduation (under which developing 
countries would gradually lose benefits in 
GSP schemes as their economies grow). 
The community, in any case, cannot ac- 
cept the Group of 77 draft resolution on 
GSP unless it provides for graduation. 
The Group of 77 draft resolution on the 
external debt of the developing countries 
is also largely unacceptable to the EEC 
(and the US). The community accepts 
some of the criticisms made by the de- 
veloping countries as regards the opera- 
tion of the Paris Club (which handles 
debts due to official creditors). But it is 
against the creation, as proposed by the 
Group of 77, of a new institution to which 
debtor countries could present their case 
before renegotiating their debts in the 


“framework of the Paris Club. 


The one issue on which the Group of 77 
and EEC are likely to agree relates to 
measures to be taken in favour of the 
least-developed countries (though the 
EEC is against the Group of 77 demand 
for cancellation of debts incurred by the 
least developed under official bilateral-aid 
programmes). The community is pre- 
pared, for example, to extend its own sys- 
tem of compensatory financing, Stabex, to 


all the least-developed countries under 


certain conditions, such as helping them 
meet their contributions to the Common 
Fund where necessary. 

But the least-developed countries were 
the object of an earlier conference in 
Paris, at which their problems have been 
largely taken care of — on paper at any 
rate. The EEC and Group of 77 will have 
to agree on the broader issues on the Un- 
ctad VI agenda before the Belgrade con- 
ference can be considered a success. 
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"This international event brings together 
buyers and sellers from all over the 
world and provides excellent 
opportunities for business transactions,” 
Н.С. Tang, Chairman, Federation of 
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ECONOMIC RELATIONS/INDO-SOVIET 
Buried in roubles 


India’s huge trade surplus with the Soviet Union — in 
non-convertible currency — threatens bilateral ties 


By Salamat Ali 

New Delhi: The visit to India of Soviet 
First Deputy Prime Minister I. V. Arkh- 
ipov from May 11-16 came amid growing 
concern here over the ballooning imba- 
lance in the two countries’ trade which, 
though heavily in favour of India, is de- 
nominated in non-convertible roubles that 
can only be used for purchases made 
under a barter;trade agreement. And with 
Moscow reducing imports of Indian 
goods, its deficit — and India’s mountain 
of roubles — keeps growing. 

Arkhipov's visit failed to resolve this 
basic crisis in Indo-Soviet economic rela- 
tions. Aside from an agreement to provide 
a Rs 1.4 billion (US$141 million) financing 
for the expansion of a steel plant at 
Vishakapatnam, the only other matter of 
Significance was a pre-departure state- 
ment that he had discussed with Indian of- 
ficials the proposed visit of Soviet leader 
Yuri Andropov towards the end of this 
year. 

During Arkhipov's visit there was offi- 
cial silence on Soviet import cutbacks 
early this year, which have prejudiced 
local production of exports geared mainly 
to the Soviet market. There is now doubt 
about whether the current agreement fora 
Rs 1 billion increase in trade this year can 
be achieved — it may just make the imba- 
lance more adverse for the Soviets anyway 
— without instituting structural changes in 
the goods exchange. There is also uncer- 
tainty over the proclaimed objective of 
doubling the present bilateral trade vol- 
ume by 1985. 

Trade with the Soviet bloc swung into 
India's favour in 1971 for the first time 
since barter started in 1953. From the 1971 
surplus of Rs 1.35 billion, India's edge had 
grown to Rs 6.68 billion by the end of 
1982. In the first quarter of this year, the 
Soviets resorted to drastic and arbitrary 
cuts in imports — there was even an al- 
most total stop in March. The impact on 
Indian export producers was such that al- 
most 80% of India's export-promotion 
zone, where most of these manufacturers 
have plants, came to a standstill. 

India's commodity exporters were also 
hit hard. Cashew exporters, who yielded 
their non-communist markets to other 
suppliers years ago, saw Moscow turning 
instead to almonds from Iran and Af- 
ghanistan. (Cashew-nut prices on the 
domestic market have fallen from Rs 85 to 
Rs 45 a kg.) The Soviets were also re- 
ported to be buying rice and footwear 
from Pakistan, coffee from Brazil and tex- 
tiles from China. All these products were 
previously supplied by India. 

Indian traders saw these shifts as a di- 
versification of Soviet import sources. 
Moscow said it cancelled its contracts with 


Indian suppliers owing to their high prices, 
inconsistent quality and uncertain de- 
liveries. But the primary reason for the 
crisis is India's increasing inability to buy 
more against its fast-growing credit of 
non-convertible roubles. Although both 
governments are silent on the figures, and 
the REVIEW was told officially in New 
Delhi that the surplus would level off over 
time, independent sources calculate an ac- 
cumulated surplus of more than КЫ 1.15 
billion (US$862.5 million, at the official 
rate) by end-1982, Moscow uses an ex- 
































change rate of around 
Rs 12.5 to КЫ 1. 


he Soviets supply 

capital goods to 
India under special 
rouble credits distinct 
from those earned 
from the barter-trade 
agreement. Hence, 
the rouble surplus ac- 
cumulated from trade 
cannot be used to pay 
off outstanding 
Soviet credits — it 
can only be used for 
importing goods 
identified under the 


protocol. And India has not-been fully 
using Soviet credits for the purchase of 
capital goods because it cannot put up 
enough rupee funds to finance the local 
cost of Soviet-aided projects. 

India's economic development is be- 
coming more and more foreign-credit 
oriented. Additionally, the country has 
become self-sufficient across a consider- 
able range of production of capital goods 
earlier supplied by the Soviets and now 
prefers high technology from Western 
sources to meet remaining demand. 

The crisis brought the Indian ambas- 
sador in Moscow rushing to New Delhi. 
Soviet Deputy Minister for Foreign Trade 
I. T. Grishin was also here from April 19- 
22, but their talks were deadlocked on the 
wording of a draft memorandum of under- 
standing. The memorandum was signed at 
New Delhi's Palam Airport minutes be- 
fore Grishin departed for Moscow. When 
announced, the memorandum was seen 
for what it was — a Soviet agreement to 
continue buying and a 
papering-over of the 
structural fissures in 
trade relations. India 
agreed іо import 
250,000 tonnes of 
Soviet crude oil and 
to continue agreed 
purchases of 2.5 mil- 
lion tonnes of crude 
and 1 million tonnes 
of oil products. 

The additional oil 
supply, worth Rs 600 
milion, was  sup- 
posed to be a signifi- 
cant effort to wipe out 
the Indian trade 
surplus against the 
Soviets. The untena- 
bility of the argument 
led local observers to 
predict that the pro- 
blem would be taken 
up at a higher level. It 
was against this 
backdrop that Arkh- 
ipov visited India. 





President Zail Singh with Arkhipov; Soviet airliner: too close for comfort? 
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COMPOSITION OF INDIA'S 
EXPORTS 
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Apparently, any breakthrough during 
Andropov’s forthcoming visit can only fol- 
low a recognition of the existing crisis, 
which is now denied by both sides. The 
barter trade, unlike in the past, does not 
significantly ease pressure on India’s 
foreign-exchange kitty and no longer 
plays a promotional role in its export 
trade. The problem of barter trade was 
manageable so long as the current-ac- 
count trade surpluses favourable to India 
could repay Soviet credits. Now, with 
India diversifying its sources of imports of 
arms and capital goods and with the de- 
cline in world oil prices, the imbalance can 
only. grow. Besides, there is growing 
awareness in India of the limited Soviet 
capacity to meet increased local demand 
for high technology. 


ome local economists argue that 

mounting Indian surpluses in Soviet 
bloc countries are unnecessary and that 
some of the goods exported to that bloc 
could be used to ease increasing pressure 
of demand in the domestic market. They 
also see some hidden subsidy in the ex- 
ports, which they feel should not be con- 
tinued. For instance, shipping charges and 
some inputs for export industries (such as 
wool for textiles and hosiery, and various 
components for business machines) are 
paid for in hard currency, but the ex- 
port of finished goods to the Soviet bloc 
fetches only non-convertible local cur- 
rencies. 

India's reluctance to buy more largely 
stems from the rigidity of the communist 
economies that do not brook quick adjust- 
ments to market realities. For instance, 
during the past few years, Soviet sectoral 
economic priorities have shifted from em- 
phasis on coal to atomic energy and now to 
petroleum gas. Huge investments made in 
these sectors have led to the current 
surplus capacities in machinery for coal 
mining, thermal power generation and 
atomic power. The same factor created a 
surplus in civilian-aircraft production. 

The Soviets therefore are pressing both 
their allies in Eastern Europe and India to 
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more 

Th ia was recently offered a 1,000-mw. 
nuclear power plant. But neither the In- 
dians nor the Soviets’ allies in Eastern 
Europe are interested. For instance, the 
cost of operating Soviet-built civilian air- 
craft is 50-100% higher than their Western 
equivalents. In the case of the power-plant 
offer, India’s own Bharat Heavy Electri- 
cals can manufacture machines to add 
4,000 mws of generating capacity a year. 

Yet another constraint is the Soviet ten- 
dency to bolster the image of communist 
technological advancement when іп 
reality the Soviets are mainly suppliers of 
primary commodities in the Indo-Soviet 
irade partnership, and the Indians convert 
most of their exports to Moscow into man- 
ufactured or higher value-added goods. 
Soviet technology at its best does not sell 
well because it is not business-oriented 
and for that reason becomes obsolete 
early. Soviet machinery, for instance, is 
still energy intensive and consumes large 
amounts of raw materials. 

One obstacle India has met is growing 
Soviet avarice. As a general rule, the 
Soviets pay 20-30% below international 
prices for their barter purchases in the 
Third World and charge a 20-30% pre- 
mium on sales. When India badly needed 
to expand its railway-wagon manufactur- 
ing capacity, the Soviet Union offered aid 
and to take some of the wagons in repay- 
ment of its credit. But the low price it 
proposed for the wagons made India back 
out. The Soviet proposal to increase In- 
dian textile-manufacturing capacity could 
not go through because local experts said 
textiles manufactured on Soviet machines 
would be so poor as to have no market 
other than in the Soviet Union, and any 
move by Moscow to buy elsewhere would 
dislocate Indian exporters. 

Indian economists are arguing for a 
change in the trade relationship. For in- 
stance, the foremost Indian expert on 
Indo-Soviet trade, Prof. Jayashekar, 
proposes that India should ask the Soviets 
to pay interest on unutilised trade 
surpluses at the same rate they charge on 
their credits for various projects. Also, fu- 
ture trade agreements should draw up two 
lists — one of goods tradable in hard cur- 
rency and one of those traded in non-con- 
vertible money. Jayashekar says this can 
lead to a gradual conversion of barter 
trade into convertible-currency trade. 

One alternative would be to settle trade 
surpluses in foreign exchange; another 
would be for the Soviets to begin supply- 
ing such items as diamonds that may be 
converted into jewellery by local 
craftsmen and exported for hard currency. 

But some observers fear the Soviets 
may soon attempt to load India with even 
more orders and, after multiplying the al- 
ready huge rouble holdings, demand that 
these be liquidated through purchases in 
the agreed sectors alone. They may even 
disrupt Indo-Soviet trade over the issue 
and take their custom elsewhere. Hence it 
is argued that India is still in a reasonably 
good position to initiate a review of exist- 
ing arrangements. It should not wait for 
further complications to set in. og 
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The Saudi 


capital conduit 


A new investment firm 
in Bangladesh should 
the flow of funds 


By S. Kamaluddin 
Dhaka: A joint-venture investment com- 
pany owned equally by Saudi Arabia and 
Bangladesh has been established here to 
act as a conduit for Saudi capital into this 
country. Finance ministers from both 
countries signed on May 16 an agreement 
for the formation of the company, to be 
called Saudi-Bangladesh Industrial and 
Agricultural Investment Co. (SBIAIC). 

Of the US$60 million capital that will be 
put up in equal shares, Bangladesh will 
contribute its half in local currency while 
Riyadh will provide its share in convert- 
ible currency. Once the company becomes 
operational, both countries will provide 
US$6 million each; the balance would be 
made available as needed. 

The investment company will seek to 
promote big, export-oriented industrial 
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Ershad: accepted conditions. 


projects possibly with Saudi partners — 
there is still no Saudi private investment in 
Bangladesh though the oil-rich kingdom 
has been providing aid to this country 
since 1977. The company will also try to 
establish agricultural projects whose pro- 
ducts could be exported to Saudi Arabia 
and other Arab countries. 

The SBIAIC will have six directors — 
three from each country. A Saudi repre- 
sentative will be the chairman while a 
Bangladeshi will be the general manager, 
acting as chief executive. The new com- 
pany's memorandum of articles has been 
signed and operations will start as soon as 
the Bangladesh Government puts up its 
capital. The new budget, due in late June, 
is expected to provide for this funding. 


x? 


For the Saudis, this is the third such . 


joint-venture investment company estab- 
lished abroad — the other two are in 
Tunisia and Pakistan. The mid-May sign- 
ing of the agreement for the Saudi- 
Bangladesh venture broke a five-year im- 
passe that developed after the Saudis im- 
posed conditions for the establishment of 
the firm. 

The Saudi conditions, set forth during a 
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ation in 1981, acceded. It e dic à ag- 
:d not to exercise control over Saudi in- 
ment, capital, except on. funds pro- 
under bilateral-aid arrangements, in 







Jakarta: The 27.6% devaluation of the 
‘upiah from Rps 702.5 to Rps 970 to US$1 
on March 30, following the US$5 drop in 
Oil prices, has had mixed results. Apart 
rom boosting the government's rupiah re- 
venue and thus saving its spending pro- 
grammes, the devaluation put an end-to 
ntensified speculation against the In- 
nesian currency: 
"Whereas Bank Indonesia, the central 
bank, had been forced, in the absence of 
exchange .controls; to supply record 
amounts of US dollars to commércial 
"banks prior to devaluation, the commer- 
cial banks have now become almost con- 
istent net sellers of US dollars to the cen- 
ral bank. There was, however,.a short- 
ed scramble for US currency, stemming 
rom panic-buying caused by rumours that 
authorities might. slash the value of 
_ large-denomination rupiah bills and freeze 
arge rupiah deposits with banks 
(REVIEW, May 5). 
_ Clearly wishing to avoid the need for a 
“second devaluation, the authorities opted 
fora large cut in the value of the rupiah 
against the dollar, even at the risk of great- 
r inflation and the potential adverse so- 
ial and political. consequences. They 
“were counting on the downturn in the 
"domestic economy to put a damper on 
¿price increases and have, apparently, 
» been. vindicated. The April consumer- 
; price index (for 17 Indonesian cities) in- 
-creased by 2.4%. the previous month, 
against the 0. ncrease іп. February 
гапа 0.6% in March: The January figure 
was 4.676, reflecting a large increase in 
‚ domestic oil prices following a subsidy cut. 
The feeling is that the April inflation { 
> could have been worse. 
It is too early to assess the effects of de- 
valuation on exports and imports, though 
s thought that. феуашаноп will not sig- 
nificantly reduce th htry's 
gount deficit, г 
"government to re 
/1983-84 fiscal year ending next April 30. 
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| raising total project loans granted to his 
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country to more than. US$192 million, 
Three other projectloans earlier extended 
by the Saudi Fund for Development were 


US$30 million for a Jaipurhat limestone | - 


mining and cement project, US$85 million 
for a Chittagong  urca-fertiliser. factory 
and US$50 million for a railway rehabilita- 
tion project. In addition, Saudi Arábia has 
provided US$467 million in grants, of 
which only US$60 million remain undis- 
bursed. 

A Finance Ministry source told the 
REVIEW that two more loan agreements 


Devaluation, combined with the present 
apparent upturn in the world economy, 
may raise non-oil and -gas exports by as 
much as US$1 billion from the 1982-83 fig- 


> ure of US$3.9 billion. This, however, is 


unlikely to make up for export-revenue 
losses in the oil and gas sector, Imports, 
particularly public-sector imports, which 
consist of either aid or export credit. fi- 
nanced in foreign currencies, are unlikely 
to respond to: price changes in-rupiah 
terms resulting from devaluation. 

This is why the government has decided 
to “rephase” some of its major industrial 
projects (REVIEW, May 26). The first four 
projects designated were an olefin pro- 
ject, an aromatics plant, a refinery and an 
alumina plant; the total cost of which was 
to top US$5 billion. By slowing down 
these and other projects, the government 
hopes to reduce imports substantially. and 
thus improve its current-account position. 


Fo whatever reason, the government is 
exaggerating the favourable current-ac- 
count effects which would result from. pro- 
ject rephasing. Nonetheless, international 
bankers, aid арепсіеѕ апа donor govern- 
ments are welcoming Jakarta’s latest ini- 
tiative asa sign that it is determined not to 
follow the Mexico path. But some critics 


argue that project rephasing will reduce - 
capital inflows by as much as imports are | 


cut: so leaving the country’s -overall 
balance-of-paymerits position unchanged. 

However, those who support. the re- 
phasing policy stress that, among other 
things, it will reduce Indonesia's debt bur- 
den, thereby allowing the country to raise 


| more general-purpose funds, as opposed 


to project-tied funds: This is very neces- 
sary given that devaluation and project re- 
phasing combined are still not enough to 
finance the current-account deficit: for 
1983-84. 

The. improvement. in the current. ac: 


count during 1983-84 as aresult of project 
E will be more like’ USS billion | - 


centres, which will cost à total of US$10 
million. 












and to establish 10 technical training 





The two governments are also currently 
negotiating US$200 million worth. of 
grants over a two-year period for financ- 
ing development projects. An agreement 


is likely to be signed in September. Total =: 


funds to be available from S 





ginning in July, are estimate a 
US$130 million, including the 0990 mil 
lion still undisbursed. - n 





duced to: US86.5 billion, ies about half of 

that will be financed through conces- 
sionary credit. from the Indonesia. aid 
group and export credit — the latter.is 





| likely to decline by about US$1 billion. 


Official foreign-exchange reserves аге 
down to about US$3 billion, below which 
Jakarta will hesitate to-go, though this 
does not include the recently raised US$1 
billion commercial ‘syndication. which 
could contribute to financing "e current- 
account deficit: - 

This means that Jakarta is: “still more 
than US$2 billion short. Obviously, it-will 
try to borrow more commercially. Itis also 
logical to expect the government to try 
and mobilise cheap and readily available 
resources at the International Monetary 
Fund — the present assumption is that 
US$500-600: million can be drawn from 
the IME without stringent conditions at- 
tached. The central bank will also prod 
commercial banks, particularly the do- 
minant state banks, to repatriate their US 
dollar holdings and exchange them for 
rüpiahs on the market, thus increasing of- 
ficial reserves. This can be achieved by 
tightening rupiah rediscount facilities pro- 
vided to:-commercial banks, which have 
been investing surplus funds in US dollars. 
The commercial banks are believed to 


hold а total of more than US$3 billion at `` 
“present. 


Indonesia is likely to remain externally 


solvent for the time being. It must now 


make sure that it-does not plunge into < 
deep depression. Measures are needed to 
maintain domestic income and employ- 
ment levels. The government says it will 


channel rupiah counterpart funds — re- - | 


leased by project rephasing — to labour- 
intensive projects with high import con- 


“tents. The success of this policy is уна, 
Also, now that the rupiah has stabilised —. 


and public-sector spending is likely to be 


curtailed considerably, pressure is mount- ae 
| ing from the private sector for a relaxati 
; ot credit to boost economic activity, 










Daily association with top management ui 
has always tended to rub off on our own style 
» at work. 


Among th first things a businessman learns is to simplify. 
` Accordingly. ‚ you as a Swissair passenger can book your . 
| outbound, return, and connecting flights, a rental car ora _ 
hotel room anywhere in the world, all with one telephone _ 
call. You can also reserve your preferred seat in the plane. 
‘All are good: Swissair c 
else. We are also happy 
special menu, or to! 
business practice i 
far country. Wha 
timetable is to 



















Р that income and outgo are in balance. And we simply 
 couldn'ttakethe responsibilityforeconomizingonourstaff _ 
training, let alone on the maintenance of our aircraft. We 
need hardly talk responsibility before * 
an audience for whom it is a way of life. swissair 47 


| «utichallenged authority! 

. There is no doubt amongst leading top manage- 
ment as to which publication is considered the 
most authoritative in the region on coverage of 
Asian business and general affairs. It's the Far 


. Eastern Economic Review by an overwhelming 
. majority! 


xunparalleled coverage! | 


No other publication in Asia or anywhere for that 
matter provides such depth and breadth of cover- 
age of events throughout the region. Don't just 
. take our word for it. Ask the people you look up 
. to and respect the most which publication they 
. turn to for unparalleled coverage of Asian news. 
. The overwhelming response will be the Far East- 
` ern Economic Review! 


xunequalled performance! 


Since January of 1974, the Review has grown in 
size from just over 20,000 copies per issue to its 
present circulation of more than 58,000 copies 
per issue. 


No other. gublicatisi 4 in the region can match its _ 
performance. In fact the Review’s circulation has 
grown by a number larger than the total present — 
day circulation of any of the publications which D 
started during the years in question. _ 








А growing number of advertisers have taken full a 





advantage of this impressive growth. The rw کک‎ 





has increased its ad page volume from 1, 
1978 to 2,177 in 1982. | 


Advertisers know beyond question that the _ 
Review reaches the highest concentration of 
Asia’s most important people. And they know a 


that as an effective advertising vehicle, its perfor- - 


mance is unequalled. 


For Advertisers who take Asia seriously 
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BUDGETS 


Housing in Sydney: first-time buyers are hit. 
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Hawke's mini-cut 
The new Australian Government's first major economic move 
is an interim budget making small inroads on the deficit 


By Brian Robins 

Sydney: The first major economic initia- 
tive of the government of Australian 
Prime Minister Bob Hawke, in the form of 
a mini-budget announced on May 19, de- 
monstrates a commitment to cutting gov- 
ernment expenditure without losing the 
confidence of the business community. 
The mini-budget attacks a number of 
fringe spending areas, affecting mostly the 
middle class, but boosts dramatically out- 
lays for job creation and housing. 

Soon after being elected in April, the 
federal government revealed it was facing 
a budget deficit of A$9.6 billion (USS8.3 
billion) for the 1983-84 fiscal year — well 
up from the estimated 1982-83 deficit of 
A$4.7 billion. The new government im- 
mediately launched an attack on govern- 
ment spending levels, though the changes 
were estimated to succeed only in bringing 
down the projected deficit to about A$9 
billion. 

The government is planning further 
spending cuts and these will be reflected in 
the regular budget due їп August. In the 
run-up to the mini-budget, spending levels 
in some areas (such as defence) were not 
revealed, simply because it was difficult to 
evaluate the varying claims within the li- 
mited time. 

The mini-budget seeks to cut existing 
expenditure levels by A$985 million, but 
its new job-creation and housing initia- 
tives will cost a further A$557 million. 
While the expenditure cuts will not have a 
dramatic effect on the size of the 1983-84 
budget deficit, government figures indi- 
cate they will translate into considerable 
savings in the future: nearly A$2.04 billion 
in the 1984-85 fiscal year, rising to A$2.19 
billion in 1985-86. 2 

Few of the changes were in themselves 
major (for example, the loss of housing re- 
bates for first-time home buyers) though 
some will have far-reaching effects — the 
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decision to boost the tax on lump-sum 
superannuation payments from 5% to 
30% will affect the life-assurance industry 
as the changes permeate through Austra- 
lia’s superannuation system. 

But more importantly, the government 
left intact areas such as the investment al- 
lowance, which is of some importance to 
wide sections of the industrial sector. 
Also, the modest job-creation and hous- 
ing programmes announced in the mini- 
budget will have a slight stimulatory effect 
on the economy, without overly exacer- 
bating inflationary pressures. Govern- 
ment funding for public housing schemes 
will be raised to A$500 million in 1983-84 
from A$333 million in 1982-83, to boost 
housing starts to 130-135,000 by the sec- 
ond half of 1983-84 from less than 100,000 
starts at present. The A$300 million job- 
creation programme is aimed at creating 
some 70,000 jobs within six months. The 
sharp wind-back in wage claims will also 
help keep inflation rates down. 


n drafting the mini-budget, the govern- 

ment was anticipating that private-sec- 
tor spending will not improve until 1984 
and that business fixed investment will fall 
substantially before it picks up. Treasurer 
Paul Keating said: “If the expected pick- 
up in total activity is to be sustained 
beyond 1983-84 it will be a central task of 
policy to ensure that this imbalance is cor- 
rected — that is, that growth spreads 
through the private sector as well as the 
public sector.” 

As well as the modest increase in gov- 
ernment spending in the housing and job- 
creation areas — which will have a high 
multiplier effect — the government has 
moved to rein in the money supply. In re- 
cent days, interest rates on the money 
market have fallen sharply, owing to the 
high levels of capital inflow following the 


devaluation or Ine Austranan gor, re 
June quarter, when tax payments fall due, 
is traditionally tight for the money market 
but this year this is not evident. For the 
1982-83 fiscal year, the former federal 
government set a money-supply growth 
target of 9-11%. But in the year to date, 
money supply has already risen by 12.4%. 

In addition, the real impetus from the 
budget brought down last August was con- 
centrated in the second half of the fiscal 
year which endse on June 30, so that 
money-supply levels over the next few 
months were expected to continue rising 
sharply. “With the real push in monetary 
expansion from the budget only just re- 
cently coming through,” Keating said, 
“the monetary target had already been al- 
lowed to drift out of reach. Monetary 
growth as rapid as the current level of 12% 
or so is not consistent with this govern- 
ment's objective and prompt action is 
necessary to bring it down.” 

To do so, the treasurer has made a 
A$1.5 billion government-bond tender, 
easily the largest seen to date. While the 
size of the tender could see interest rates 
drift higher, it is likely to result in a more 
consistent interest-rate trend than would 
have been the case with a small issue. 
Most observers also agree there should be 
sufficient funds to fill the tender, without 
placing undue pressure on domestic in- 
terest rates. 

A key factor behind the government 
push to cut expenditure levels is to reduce 
the overall level of the budget deficit, 
hence the financing pressure on domestic 
interest rates. The government appears to 
be moving cautiously in an attempt to en- 
sure that domestic interest rates continue 
easing, which will in turn help any 
economic recovery. 

While the government says a slight re- 
covery is under way, it expects private 
capital investment to remain depressed 
for some time. Just before the announce- 
ment of the mini-budget, the government 
released figures showing that private capi- 
tal investment in the March quarter total- 
led A$2.78 billion (after seasonal adjust- 
ment and using average 1979-80 prices), 
down 7% from the December quarter, 
and 20% from the March quarter of 1982. 

Given the slight amount of new capital 
expenditure expected over the remainder 
of 1983, the government’s modest stimula- 
tion of the economy will not exacerbate 
any underlying inflationary pressures. 

The consumer price index rose by a sub- 
stantial 2.2% in the January-March quar- 
ter, or an annualised inflation rate of 
11.5%. While inflationary pressures have 
recently eased, this has yet to be reflected. 

Inflationary pressures may stem from 
recent heavy rainfall throughout the east- 
ern states of Australia, which have re- 
covered from the drought in many areas. 
A buoyant rural economy will provide 
substantial inflationary stimulus to the 
economy in the initial stages of its re- 
covery, as produce prices rise when some 
livestock are held from the market. There 
may also be a rush of new investment 
spending, causing temporary bottlenecks 
in supply and adding to price pressures. 
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The World Bank endorses the move to postpone big 
projects but emphasises the need for non-oil growt 


By Susumu Awanohara 

Jakarta: In its annual study of the Indone- 
sian economy last year, the World Bank 
made an impassioned plea for a continua- 
tion of large public investment program- 
mes. This year’s study emphasises the 
need to reduce the country’s current- 
account deficit, which the bank says has 
reached an unsustainable level, and at the 
same time praises the Indonesian Govern- 
ment for policies already introduced to- 
wards this end. 

Clearly the bank made some over-op- 
timistic assumptions in the 1982 study and 
investment programmes recommended in 
it will have to be scaled down. But the 
need for economic growth remains, the 
latest bank report insists, and continued 
efforts to boost the non-oil sector of the 
economy, particularly manufacturing, 
and to mobilise non-oil domestic re- 
sources (which the bank has advocated for 
many years), have become more urgent. 

Even last year the World Bank was 
aware of the "fundamental and agonising 
dilemma" facing Indonesia, which had to 
continue its economic growth but was ex- 
periencing a sharp and unforeseen de- 
terioration in its balance-of-payments 
position. The bank said then that the 
strength of Indonesia's current external- 
reserves position, its international bor- 
rowing capacity, the underlying strength 
of medium-term prospects for non-oil ex- 
ports, and the room for additional domes- 
tic resource mobilisation, were such as to 
justify for the time being the continuation 
of the large public investment programme 
and a high growth strategy in general. 

There were compelling social and 
economic reasons, including the need to 
provide productive employment for al- 
most 20 million new entrants into the 
labour force, why Indonesia couldill afford 
to slacken the pace of development, the 
bank argued. But its conclusions were 
challenged by some as soon as the report 
was made public. The bank said: “The 
risks associated with cutting back develop- 
ment programmes are greater than the 
risks associated with maintaining a rapidly 
expanding development programme." 
(Review, June 11, '82.) 

The World Bank report this year is 
charitable towards Indonesian policymak- 
ers. Some would argue that it is also being 
charitable to itself. It apparently remained 
almost as bullish about the Indonesian 
economy as some of the most optimistic 
among Jakarta officials through much of 
1982. The new report says the Indonesian 
Government has reacted "swiftly and de- 
cisively" to its worsened resources posi- 
tion. 

The 27.6% devaluation of the rupiah in 
March (REVIEW, Apr. 14) was “both 
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timely and appropriate in size" and the 
major reassessment of investment prog- 
rammes now under way is *a courageous 
response" to the fact that devaluation, on 
its own, would not be sufficient to restore 
the balance-of-payments position, the re- 
port says. These measures make the gov- 
ernment’s desire to limit the current-ac- 
count deficit for fiscal 1983-84 (ending 
March 1984) to a maximum of US$6.5 bil- 
lion realistic and should also induce capi- 
tal to flow back into the country, accord- 
ing to the bank. 

Finally, the report considers it "very sig- 
nificant" that the government, in an at- 
tempt to support domestic income and 
employment, has decided to reallocate to 
projects with a high employment content 
any rupiah savings from the rephasing of 
major industrial projects. 


he 1982 bank report assumed that re- 

cession in Indonesia would bottom out 
by mid- or late 1982. The key oil-revenue 
projections were based on the assumption 
that export prices would remain stable 
throughout 1982-83, then rise at the same 
rate as international inflation until 1985- 
86. Production was assumed to fall some- 
what to an average of 1.45 million barrels 
a day (b/d) in 1982-83 and thereafter to 
rise to 1.83 million b/d in 1985 and 2 mil- 
lion b/d in 1990. 

This year's report also takes *a cauti- 
ously optimistic view" of the world oil 
market — that it will stabilise in 1983-84 
and tighten somewhat in later years. But 
this is after the March decision by Opec 
(of which Indonesia is a member) to cut oil 
prices by US$5 a barrel. Oil prices should 
now rise slightly in nominal terms between 
1983 and 1985, with production volume, 


Oil: a cautiously optimistic view. 





Last year’s report а that Fairing 
the four years 1982-83 to 1985-86, the 
country’s current-account deficit would 
rise to a level equivalent to 2.7% of the 
gross domestic product and that Indonesia 
would need US$23 billion overall to fi- 
nance this deficit, while meeting amortisa- 
tion and interest bills at the same time. 
This year's study says the current-account 
deficit in 1982-83 reached 8% of gross na- 
tional product and maintains that it must 
be brought down to about 2% — а sustain- 
able level in the medium term. (GDP and 
GNP are considered roughly equal.) 

It is also assumed that during 1983-84 to 
1985-86, Indonesia will require a total of 
about US$21 billion of foreign exchange 
to finance its current-account deficit and 
meet debt-service obligations, despite the 
scaled-down public investments. 

In 1982 it was argued that the current- 
account outlook for 1981-82 to 1985-86 
was as much as US$27 billion worse than 
in a projection made in 1981, but that this 
could be financed comfortably through 
depletion of accumulated foreign-cur- 
rency reserves and increased overseas 
borrowing. 

A year later, financing of the current- 
account deterioration does not look at all 
easy. The bulk of the US$21 billion 
needed in the coming three years will have 
to come from medium- and long-term 
loans, with the balance from some further 
drawdown of reserves and other capital, 
the new bank report says. To meet these 
requirements, new loan commitments will 
need to average about US$5 billion a year 
and the availability of official develop- 
ment assistance on favourable terms will 
be particularly important, according to 
the bank. In this context, the bank 
strongly recommends that the Inter-Gov- 
ernmental Group on Indonesia (IGGI) — 
the aid group — make commitments in 
1983-84 of at least the same level as last 
year in real terms, that is, at least US$2 
billion. 

Assuming that the IGGI meeting in 
June comes up with USS$2 billion-plus, 
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that would still leave almost US$3 billion 
to be financed through import-related cre- 
dits for priority projects, which will have 
to decline because of the project rephas- 
ing, and untied borrowings from interna- 
tional financial markets, the bank says. 
Here, too, the World Bank urges interna- 
tional bankers to support Indonesia. The 
country's debt-service ratio has risen dur- 
ing 1982-83 to 22% on the basis of net ex- 
ports and to 16% on a gross exports basis, 
but this is largely a consequence of the un- 
foreseen decline in the oil price and is not 
due to excessive borrowing, the bank 
stresses. 


Bey. year, the bank said that to maintain 
a GDP growth rate of 7.5% , while con- 
tinuing the rapid expansion in social pro- 
grammes, public investment would have 
to grow by about 16% a year and private 
investment by about 9% a year over 1982- 
86. This meant gross investment growth 
of about 12% a year, with its share in GDP 
rising to about 27% in 1985. 

Now, so aggressive an investment plan 
cannot be carried out. On the other hand, 


Agriculture: development gets priority 
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a medium-term growth rate of about'6% 
for the non-oil sector should be regarded 
as the minimum. needed to provide em- 
ployment for a labour force growing at 
2.6% a year, the bank insists. This, the 
bank says, will involve the maintenance of 
agricultural growth at about 4% a year 
and the restoration of growth in manufac- 
turing to at least 10% a year. These rates 
would require a recovery in the invest- 
ment rate to about 27% of non-oil GDP, 
the bank says. At current market prices, 
the non-oil GDP accounts for about 70% 
of total GDP. 

For the time being, the World Bank en- 
dorses the government’s comprehensive 
reassessment of the public investment 
programme, with which it was actively in- 
volved. High priority continues to be at- 
tached to projects that create employ- 
ment, support agricultural development 
and promote human-resource develop- 
ment. The expansion of the infrastructural 
base, particularly in support of these ob- 
jectives and for export development, is 
also accorded high priority, according to 
the bank. The projects which were and 
will be rephased tend to have a high 
foreign-exchange content, it noted. 

Like past reports, this year’s bank study 
calls for the establishment of a strong non- 
oil sector, particularly. in manufacturing, 
which can compete internationally. It also 
reiterates the bank's long-standing call for 
greater mobilisation of domestic financial 
resources. For one thing, the government 
can improve its budgetary position by 
further cutting subsidies and raising non- 
oil taxes. For another, it can promote the 
"financialisation" of private savings of the 
household sector — the major surplus sec- 
tor — by, among other things, freeing in- 
terest rates. 

Citing the fact that the central bank's 
liquidity credits to commercial banks were 
cut in August 1982, in an attempt to en- 
courage the banks to raise their own funds 
in the market, and that the monetary au- 
thorities have recently allowed the domin- 
ant state banks to determine their own 
(short-term) deposit. rates, the World 
Bank says the government is moving in the 
right direction. 
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Dole-ful 
figures 


Unemployment climbs as 
the republic feels the 
backlash of the recession 


By V. G. Kulkarni 

he delayed impact of recession in 

Western countries is being felt in- 
creasingly in Singapore's economy. While 
the signs of reduced growth were evident 
since last year — gross domestic product 
grew by 6.3% in 1982 as against 9.9% in 
1981 — the slowdown has made furtherin- 
roads into the job market in the six months 
ended in March. Releasing the less-than- 
encouraging figures for the first quarter of 
this year, Trade and Industry Minister 
Tony Tan warned on May 19 of a “tough 
journey ahead." 

Tan told Petir, the organ of the ruling 
People's Action Party, of which he is also 
the first assistant secretary-general, that 
GDP in the first quarter grew only 5.1% 
compared with 7.9% and 6% in the first 
and fourth quarters of 1982 respectively . 
Commenting on the performance, Tan 
said: “There is no room for complacency 

. we must ensure that our econo'mic 
infrastructure and manpower resovirces 
are sufficiently trim and fit to enable us to 
clamber over the obstacles that lie ahiead.” 

Although 5.1% growth is nc, mean 
achievement compared with oth'er coun- 
tries in the region, Singapore's caution 
and the exhortation to do better mainly 
arise out of worries over the performance 
of the United States-led Western 
economies on which the mainly export- 
oriented Singapore economy relies. 

As in 1982, the manufacturing sector — 
whose output is mainly for export — was 
the worst hit, declining by 10.7% in the 
first quarter. The output of most major in- 
dustries, except the small printing and 
publishing sector, declined: petroleum by 
4.8%, electricals and electronics by 6.3%, 
shipbuilding and oil rigs by a hefty 18.8%, 
external trade by 4.6%, cargo handled at 
the port by 5.9%. Tourist arrivals were 
also down by 1.7%, aggravated by the de- 
cline in traffic from Indonesia owing to the 
devaluation of that country's currency 
(REVIEW, May 12). Average hotel occu- 
рапсу rates fell to 74% — the lowest since 
the second quarter of 1975. 

On the brighter side of the picture was 
the construction. sector — last year's 
growth leader — which went up 30%, 
while financial and business services rose 
18.8% and transport and communications 
8.2%. But the downturn in manufactur- 
ing, which employs about a third of the 
1.14 million labour force, had a significant 
negative impact on the employment situa- 
tion. Only 4,000 new jobs were created in 
the first quarter of this year compared 
with 54,400 in the corresponding 1982 
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WIS result: 


- sample unemp survey w 
showed that 7,261 workers from 144 com- 


panies were either retrenched, laid off or. 


placed on a shorter working week in the 
first two months of this year. Of the 7,261 
workers, 1,781 were retrenched, 256 laid 
off and the remaining 5,224 placed on 
short shifts. 

This was the first such survey conducted 
since 1975 and according to a Labour 
Ministry official was prompted by a *more 
than usual" rise in retrenchments in the 
last quarter of 1982, when some 2,323 
workers were affected as reported by the 
* companies concerned to the government. 
A total of 2,876 companies which employ 
about à third of the country's workforce 
responded to the survey; those who lost 
their jobs or were put on a short week 
formed 2% of the workers employed by 
those companies. According to govern- 
ment statistics, the provisional unemploy- 
ment rate for 1982 is 2.6% (the com- 


nt survey which - any country. which сап 


s dn 


maintain full em- 
ployment see a jobless rate of 4% 
and below] in a recession,” commented 
Eric Rasmussen, vice-president and re- 
gional economist for Chemical Bank. 

Rasmussen, who predicted real growth 
of 7.5% for the Singapore economy ear- 
lier this year, is more bullish than other in- 
dependent analysts and planners of the 
Singapore Government. Based on the 
first-quarter figures for the US, Western 
Europe and Japan, Rasmussen maintains 
that a recovery in the world economy is 
under way and Singapore will be one of its 
early beneficiaries. Just asit took a year or 
so for the impact of Western recession to 
be felt in Singapore, it could take some 
time for the recovery to be noticed. "But 
the time lag this time around could be 
about six months or so," he told the 
REVIEW. 

However, the upturn may not come 
easily, he warned, because the West is 


Singapore textiles plant: leading the cutbacks league. 


prehensive labour-force survey as of De- 
cember 1982 is still in preparation). 


A: the recent manpower-cutback survey 
is the first of its kind since 1975, in ad- 
dition to the fact that its full details are yet 
to be published by the government, the 
exact unemployment rate since the end of 
1982 can only be guessed at, What is clear, 
however, is that in line with the first-quar- 
ter economic performance, manpower 
cutbacks have been largest in the manu- 
facturing sector, with electronics and tex- 
tiles leading the league. Extrapolating 
from these admittedly incomplete figures, 
some economists estimate the current rate 
of unemployment at around 3%. 

The survey said world recession was the 
most often cited reason for the workforce 
cutback in Singapore, but a Labour Minis- 
try official said that these cutbacks — 
small as they are — are no cause for alarm. 
As an increasing number of professional 
and skilled workers are being affected by 
the cutbacks, the Labour Ministry will 
continue such surveys every two months 
until the situation improves. Even a 396 
rate of unemployment is, a relatively 


106 


likely to keep prices low and improve its 
productivity. The productivity increase in 
the US in the first quarter was about 3% 
"and Singapore will have to do better than 
that and keep its prices very competitive, " 
he added. He cautioned local manufactur- 
ers to keep wages and material costs down 
in line with productivity. Singapore's 
growth in productivity was 4.795 in the 
first quarter, according to Tan, and it will 
have to improve further to take advantage 
of the recovery, according to Rasmussen. 
In recent months, recession-hit employ- 
ers have been calling for a reduction in 
their contribution to the Skills Develop- 
ment Fund, which as its name implies is 
intended to raise worker skills and pro- 
ductivity. "Such a move will be a sad mis- 
take," Rasmussen warned. А 
Tan cautioned workers and employers 
alike that the world recovery was still 
fragile and exhorted them to work harder 
to ensure continued prosperity and full 
employment. On the er hand, the 
Labour Ministry could find no cause for 
alarm over the unemployment situation. 
Some observers attribute this divergence 
to a possible government policy of not 


"should dower thes 


O1 at they 
expectations of wage 
ў 


rises this year. 


j pw National Wages Council, a consul- 
tative body of employers, government 
officials and workers which recommends 
general guidelines for wage increases, is 
due to announce its benchmark increases 
soon. Hints have already been dropped to 
the local press that they will be lower this 
year than last. Under these circumstances, 
what do businessmen themselves think of 
their performance in the first quarter and 
what are their expectations for coming 
months? Earlier in May, the government 
released a survey of business expectations 
of industrial establishments for the second 
and third quarters and the views of their 
performance in the first quarter. 

This survey merely solicits opinions of 
businessmen and does not quantify these 
in absolute terms. Most indicators of opin- 
ion were: predictably down for the first- 
quarter performance. A total of 6195 of 
the firms reported that they were working 
below normal capacity during the period. 
In fact, there has been a steady increase in 
firms working below capacity since the 
first quarter of 1982, when the figure stood 
at 46%. r 

The most important single factor limit- 
ing performance ‘was the lack of orders, 
according to 63% of the firms. As for ex- 
pectations of the general business situa- 
tion for the second and third quarters 
compared with the first, 52% said it would 
be the same, while 38% hoped it. would 


"improve and 10% felt'it would deterior- 


ate. Businessmen usually tend to be con- 
servative about the future, but the govern- 
ment felt the net balance of 28% (38% ups 
minus 10% downs) was a healthy indi- 
cator, being the largest since the first quar- 
ter of 1980. 

Businessmen's cautious expectations 
were expressed in another way. The most 
important factors which could affect busi- 
ness in the second quarter, according to 
the survey, were political and economic 
conditions abroad (34%) and price com- 
petition from overseas (32%). Business- 
men tend to think that the recovery in the 
West is still uncertain and that overseas 
firms would tend to hold prices down to 
sell more. Singapore entrepreneurs would 
appear to think in tandem with the gov- 
ernment, which:could put a damper on 
wage rises this year while the push to raise 
productivity goes on. 

On a positive note, Tan revealed that 
Singapore continued to remain attractive 
for investment, with $$662 million 
(US$316.75 million) of new investment 


commitments in the manufacturing sector 


during the first quarter. Of this, about 
$$449 million or 69% was foreign invest- 
ment, mainly from the US and Western 
Europe, in chemical processing and elec- 
tronics, While these investments will take 
time to generate profits or produce em- 
ployment, Singapore's immediate con- 
cern lies in keeping the growth engine 
from flagging until the recovery in the 
Western countries is well on its way. 
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Autlionty of Singapore (MAS), which 
г reacted with remarkable severity at the 
vend of last year against a score of local 
and foreign banks accused of avoiding 
official reserve requirements through re- 
course to round-tripping of deposits 
(REVIEW, Dec. 24, '82). The arbitrary 
way in which punishment — in the form 
of fines — was meted out to the offend- 
ing banks could- certainly have jeopar- 
dised the republic's international reputa- 
tion for tough but sensible supervision of 
the banking establishment. The situa- 
tion now seems to be one of some embar- 
rassment on both sides, and a desire to 
mend fences. 

In retrospect, this crackdown (much 
tougher than actions taken several years 
earlier against banks similarly avoiding 
reserve requirements through currency 
swaps) can be seen as an attempt by the 
reconstituted MAS to establish its au- 
thority in the market. As head of the au- 
thority, where he installed himself after 
a traumatic shakeout a. couple of years 
ago, Deputy Prime Minister Goh Keng 
Swee — the "bulldog" — has earned 
himself the same sort of fearful respect 
from the financial community that Prime 
Minister Lee Kuan Yew commands from 
- Singaporeans generally. 

- But.Goh has also earned a reputation 
ог acting in an unpredictable, even if 
well-intentioned, manner. The round- 
tripping incident was a case in point. 
.From various bankers still remarkably 
: ` reluctant to discuss the affair, Shroff man- 
aged to. prise the information that an 
MAS circular last September warning 
banks against round-tripping came after 
they had been punished for the "of- 
fence" — and even then the warning was 
one paragraph in a general circular. 
































This after-the-event gesture: may have 
been made as much to satisfy bodies such 
as the Bank. for International Settle- 
ments that Singapore is not reneging on 
its liberal foreign-exchange regime as to 
put banks inthe picture. Banks, after all, 
were not infringing local banking laws — 
only the retrospective MAS guidelines 
— in converting local-currency deposits 
into offshore liabilities to avoid reserve 


requirements, and thereby offering de- 


positors higher yields. 

There was also no doubt some concern 
by the MAS at the prospect of Singapore 
dollars booked offshore not being repat- 
riated and thus getting into the hands of 
currency speculators. And there may 
have been some fear of tax avoidance if 
deposits continued to be booked. to 
offshore centres. The MAS, however, 
did not see fit to warn banks with even a 
nod and a wink and, judging by the re- 


fusal by relevant MAS officials to talk to 
Shroff, the authority still sees no reason” 
to explain its actions publicly..This is a | 


pity, because openness and respect can 
go together and there is all the difference 
in the world between having to observe 
strict rules and fearing to put a foot 
wrong. 

@ PERHAPS a more predictable order 


will emerge when Dr Richard Hu, pre-- 


sently local head of Shell, takes over as 
managing director of the MAS in Sep- 
tember. Hu is seen as a good organisa- 
tion man — Shell has а reputation with 
Lee himself for running a tight ship — 
and one who attaches importance to 
good personnel relations. The MAS 
needs that kind of continuity after the 
shakeups of recent years, just as bankers 
need to have a good rapport with the 
quasi-central bank. 

Hu will take over from Yong Pung 
How, who will in turn almost certainly 
assume the chairmanship at Singapore's 
Oversea-Chinese . Banking Corp. 
(OCBC) now that the venerable Tan Sri 
Tan Chin Tuan has finally announced his 
intention to vacate the chairmanship. 
€ SINGAPORE, meanwhile, has al- 
most certainly seen the best of the 
growth in the Asiadollar market, which 
reached US$100 billion in terms of total 
assets/liabilities in August 1982 after 
starting life at a mere US$30 billion in 
1968. The market contracted somewhat 
in the autumn months, reflecting nerv- 
ousness in the global inter-bank market 
in the wake of Latin American 
sovereign-debt reschedulings. It has 
since bounced back (to US$103 billion in 
February) but some foreign bankers ex- 
pect to see only 1-2% annual growth in 
the foreseeable future, with more action 
shifting to New York's International 
Banking Facilities and to Taiwan and 
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-in Feb: nt 1982 


money, which traditionally. wen 

Hongkong. now apparently sees the col 
ony asa sovereign risk and heads for Sin 
gapore instead. Indonesian inflows 

Singapore Asiadollar deposits continu 
strong, too, on fears of yet a further 
valuation of the rupiah. 
@ MANY people, including local brók 
ers (and Shroff) underestimated. t 
strength of the Singapore stockmarket 
Since two months ago, when most local’ 






































of the game (REVIEW, Mar. 24) it has 
continued! to surge with Fraser's Indus-. 
trial Index gaining some 1,000 additional, 
points, or around 20%. Some further 
technical correction is expected but the 
consensus now favours continued. mz 
ket strength. buoyed by an improved. 
commodity outlook (especially for 
timber and rubber, on the. back of in 
creased housing starts in the Unite 
States) and a strong liquidity. positio 
among local institutions. 

Brokers Hoare Govett see the Straits 
Time: Industrial Index, currently in th 
lower 900s, trading up to the 1,000- 1,05 
range in the short term and up to. th 
2,000 level by 1985. Recent buying has. 
thrown up some pretty fancy price:/earn- 
ings ratios — including one of 46 at one 
time (now down to the mid-30s). for 
OCBC on expectations that its conserva-. 
tively valued banking and industrial as- 
sets would be revalued once Tan goes. .: 

An estimated S$1 billion (US$478.5 
million) of planned rights and new issues: 
in the next few months may affect senti- 
ment but flotations usually attract al- | 
most тена interest in i Singapore; : 














ng: Like a flimsiy barrage swept 
by a tidal wave, an emergency two- 
increase in Hongko.ng’s prime-lend- 
“announced on May 20 failed to 
the seemingly i inexor able slide in the 
currency's value, especially against 
dollar. Instead the: rate boost, ac- 
nied by rises in deposit interest, was 
by the market as а storm cone signal- 
he government’s panic over the ex- 
пре rate. 
For a' brief moment the intefest-rate 
actic appeared to work. "T he local cur- 
's rate against the US ;dollar, which 
adislid to an all-time low of HK$7.035-04 
o US$1 on May 19, rallied го 6.93-95 in 
calings after the announcement. The ef- 
tive exchange-rate index against a bas- 
of trading currencies firme:d slightly to 
too. But by the close of dealings on 
24 the rate had plunged to further re- 
cord lows: 7.08-09 against the US dollar 
74:5 on the weighted-index basis, , 
ng that the falls reflected imore ап 
t the renewed strength of the US dollar. 
ading local bankers represented on 
Hongkong Association. of Banks 
KAB), which took the decision to 
ne to 13.5% and deposit rates to up to 
о for 12-month money; had warned the 
ernment that the rate boost would not 
the exchange rate. Nothing short оға 
assive rate increase would per- 
investors to hold Hongkong: dollars 
he current climate, they argued. 
| the MESA which. has a much 












































ge 
nto the HKAB two: years 
membership for. 
5), prevailed. Now the stage seems set 
a showdown between the banks and 
e government if, as is possible, the au- 
iorities push for even higher rates to hold 
currency and contain threatened run- 
way inflation. ` 
"The banks want the government to in- 
arvene itself in a way that demonstrates 
tit still has some confidence in the local 
rrency' — thus putting its money where 
is mouth is following the pronourice- 
ments of confidence in Hongkong's politi- 
‘eal future made by Governor Sir Edward 
Youde on the day new interest rates 
ere announced. Such intervention can 
nly take the form of much more decisive 
ntervention in the foreign-exchange mar- 
he Exchange Fund instead of 
rvention in the inter- 

is what the government has 

mited itself to so far. 
Аѕ опе commercial banker put it: "We 
jave made it clear we expect the govern- 
nt to do something. No rate of interest 
will persuade people to keep their funds in 
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ngkong | Interest rates shoot up in an аррагеміу vain 
ttempt to stem the precipitous slide of the local currency 


nthony Rowley and Christopher Wood 

















its ^possible commitme 


Hongkong dollars which they see as a de- 
clining currency, politically vulnerable." 
One reason the government may be 
loath to use the Exchange Fund — some 
HK$32 billion without including accumu- 
lated surpluses — to prop up the currency 
(apart from the danger that such tactics 
might prove a costly failure) is the impor- 
tance of these foreign-currency reserves in 
the current negotiations over Hongkong's 
future beyond the expiry of the 1997 lease 
on the New Territories. The reserves be- 
long tothe present colonial administration 
in Hongkong. But whose property they 
would become in the event of China re- 
suming sovereignty over Hongkong is a 
key point in negotiations in Peking, the 
REVIEW understands. And, with average 
daily turnover of perhaps up to HK$7 bil- 
lion in the Hongkong foreign-exchange 
market, accounted for by some 300 banks’ 
dealings, the size of the required interven- 
tion could be prohibitive. =” 
Meanwhile, the position of the Bank of 
China, one of. the three "continuing mem- 
bers" of the HKAB committee; on the 
Hongkong dollar remains anomalous. 


COMPANIES 





s of small traders and or 

е faced with paying off mortgage in- 

est: Yet from all accounts (difficult to 

ocument, however) the Bank of China 

has continued to be a seller of Hongkong 
dollars and a buyer of US dollars through- 

out the recent collapse of the currency. —— 
The conclusion that some local bankers 
are led to is that the Bank of China, re- 
flecting Peking’s view, has no intention of 
helping to bail the British administration 
out of its current problems over declining 





‚ confidence in Hongkong. At the same 


time, the Bank of China as а major player .. 
is in a position to profit from intervention - 
in the market when it suits its purpose, just 
as it will have profited from. forward sales 
of the currency. ^ ^ 


he May 20 measures méant that Hong- 
kong dollar deposits finally yield a real 
rate of interest after inflation. But that 
tenuous consolation may prove short- 
lived as the hoped-for, consumer-price in- 
flation figure of 9% this year is almost cer- 
tain to prove a iderable underesti- 
mate in the light of thecurrency weakness. 
The deposit-raté increases mean that 
call rates of up to two weeks yield 7.596 a 
year rising to 10.596 on three-month time 
deposits and 1196 for 12-months. Net of 
the 10% withholding tax on local-currency 
deposits — which the government has so 
far refused, despite bankers’ exhorta- 
tions, to remove — the three-month yield 









A shore-to-ship row 


The Wheelock group's plan to fund an ailing shipping arm with 
cash from its property group runs into шалаа Opposition; 


| By Christopher Wood 


Hongkong: A major test case of rights of 
minority shareholders in Hongkong has 
arisen following 4 move within the local 
conglomerate Wheelock Marden to get a 
cash-rich subsidiary (itself a holding com- 
pany) to fund an ailing sister company fac- 
ing severe cash-flow problems. Both are 
publicly quoted. 

Shareholders in holding company 
Hongkong Realty and Trust Co. — cur- 
rently sitting on almost HK$2 billion 
(US$284.1 million) in cash — were given a 
clear warning of what lies ahead when 
shipping company Wheelock Maritime In- 
ternational announced its 1982 results on 
May. 20. Reporting a net loss of 
HK$863,246, not taking into account 
extraordinary profits of HK$15.8 million 
arising from vessel sales, Maritime will be 
paying no final dividend this year. 

Referring to liquidity problems result- 
ing from the continued “extremely de- 
pressed" shipping market, Maritime also 
announced that discussions had been 
initiated with Hongkong Realty regarding 








.tion and the increasing amounts of fe 


of up to US$12 | and emoluments paid to director 





million over three years. In addition to | 
certain unspecified "other conditioris" the 
funding would be conditional on certain of 
the group's lenders agreeing to a defer- 
ment of present loan repayments. It was 
added that discussions were still only at a 
preliminary stage and à further announce- 
ment would be.made if and when agree- 
ment was reached between Hongkong ` 
Realty and Maritime. | 
Financial problems at Maritime have . 
been widely anticipated and had already | 
given rise to shareholders’ concern that . 
the Wheelock group would revert to its es- 
tablished practice of using its cash-rich 
subsidiaries to fund troubled parts 
(Shroff, REVIEW, May 19). At earlier an- 
nual general meetings of two Hongkong 
Realty subsidiaries, Realty Development 
Corp. (RDC) and Harriman Holdings, 


| minority shareholders had already put 


questions through alawyer. Attention was 
concentrated on the’ companies’ cash - 
levels, the low level of dividend distribu- 










7 concern 
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quire Hongkong dollars an ag- 
reed exchange rate (though not the official 
exchange rates) ап "interest 





rate based onthe local ney, paying an 
exchange commission о banks in return. 
how wide- 
the govern- 
ide ng a "swaps 
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hgkong dollars." Ex- 
porters are kee their sales proceeds in 
US dollars an currencies and “bor- 
rowing” Hongkong do 


lars st the sec- 
urity of these holdi E 











posits continued 
to surge, to: 109.5 billion equi- 
valent. | 
yw that a prime 
aised by one point 
kpril 20 — could 
omic recovery. 
is-currently en- 
. joying a surge especially in tex- 
: tiles and garme ulated to some 
-. degree. Bill finance is ormally funded in 
: the currency: of. transaction, and many 


The export 





sharehold- 

pressing 
was that 
none of this spare 
cash would be used 
invest in shipping. 
The same line of 
questioning was re- 
peated at Hongkong 
Realty's annual gen- 
eral meeting on May 
25. Asked about the 
potential bail-out. of 
Maritime, chairman 
John Marden quali- 
fied the earlier state- 
“ment by saying that., 
the help would “not 
necessarily" come in the form of a loan. 

However ‘understandable minority 
shareholders' anxiety, it ishard to see how 
they can hope to defeat any subsequent 
proposal which might be put to them. 
Their case would be strengthened if they 
had support from a member of the Hong- 
‘kong Realty board, which is rumoured to 
;; be the case. 


perhaps 
ers’ most 


"һе Wheelock corporate empire divides 
‘into segments, one of. which holds 
‘the shipping arm, Maritime, said to be 
chairman Marden's particular baby. (The 
origins of the group go back to 1925 in 
- Shanghai when Marden's father George 


гапа 














founded the company of С. E. Marden: 
Co.) The other main components « of d 





“аге financed through 

ngkong inter-bank offered rate 
(Hibor) which generally tends to float 
about two points below local prime. That 
means the already shell-shocked local 
property sector can expect to pay higher 
Hibor rates now. And manufacturers are 
dependent. on. prime for local working- 
capital needs. 

Local inter-bank rates have remained 
remarkably high of late given the large 
amount of liquidity in the system and rela- 
tively stagnant loan demand. This is attri- 
buted to government intervention in the 
inter-bank market to prop the exchange 
rate. 


he consensus in the foreign-exchange 

market was that the interest-rate in- 
crease was ineffective in stemming the 
currency's decline. Dealers said the cur- 
rency weakness was the result of real com- 
mercial demand for US dollars, aggra- 
vated by the selling of Hongkong dollars 
forward. There was hardly any short 


covering after the announcement of the 


interest-rate increase, with virtually only 
the Hongkong and Shanghai Bank and 
Chartered Bank taking long positions on 
the Hongkong dollar. 

When the currency initially recovered it 
was simply read as an opportunity to take 
advantage of the temporary strengthening 
of the rate to buy more US dollars or to 


double up short positions. There is now | only 25% above that low. 
























the group are held through Hongkong. 


Realty, including stakes in property com- 
pany RDC, retailing arm Lane Crawford 
and the Cross Harbour Tunnel. 

It is the Hongkong Realty side of 
Wheelock which now holds all the cash, 
primarily the result of astute selling during 
Hongkong’s last property boom. The le- 
gacy is a large cash bank which made in- 
terest income the biggest source of earn- 
ings іп 1982. For that year, parent 
Wheelock Marden announced net profits 
of HK$192.4 million, a 64% drop from 
1981, though the dividend matched the 
1981 payout, in sharp contrast to the con- 
servative distribution policy of some of its 
subsidiaries. ' 

The proble 






now how to shunt 








"Hongkong Realty. A key figure here: 
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At the momen 
The falls. 


foreign-exchan 
speculative activity is in London, throu 
bankers and. hanks i : а 


their dealings are шї 
The falling dolla 


shortly before the anm 
interest-rate ~ increase 
later London dealin 
reopened іп Hongkong 
index fell 39.34 po i 

further 25 points the following day, taki 
it down to 877.68 — its lowest levels 
February. This means that the index, 
ing risen some 52% by April 1-4 to 1,06 
from its low of 704 last November 30, ha 
now given up half that gain and stan 





money over to the beleaguered shippi: 
side without an open revolt in the ran 


John Cheung. A prominent member. 
the Hongkong Realty board, Cheung also 
has a substantial — it is believed to be t 
largest — equity stake in Wheelock M 
den, though he sits neither on thait boar 
nor on Maritime's, where Marden' s hold 
ing is said to be the largest. Cheung, 
property man and for years а close: ass 
ciate of Marden, is said to oppose t 
proposed funding of Maritime out 

Hongkong Realty. This could expla 
why no definite proposal has yet be 
agreed. 

Whatever's Cheung's views, he 
perhaps not the тап to mount a mo 
crusade for the rights of mino 
shareholders. Cheung was involved 
1975-76 in selling of Wheelock Mar 
shares prior to release of bad resul! 
Cheung was also the beneficiary of a fo 
tuitously timed share transaction, aga 
with RDC. 

According to that company's 1981 ac- 
counts, a private company i 
Cheung is a "beneficial shareholder," 
61 million shares in Hongkong property 
company International City Holdings iri 
July 1981 for HK$1.60 a share. The price 
stood at 39 HK cents at the close of trading 
on May 25. Curiously, no provision hi 
been made for this loss in RDC's accoun 
as the directors. consider that “such « 
minvtion is of a temporary nature" as ti 








shareholding is AFIS e-term 

But for the moment, attention will be 
concentrated on the financial health of 
Maritime. Two merchant banks have now 
been appointed cis advisers — Schroders 
& Chartered to Maritime, and East Asia 
Warburg to Honjzkong Realty. It is under- 
stood that no fur ther announcement is ex- 
pected for at least a month or two. If and 
when a proposal emerges it will be the sub- 
ject of an extraordinary general meeting. 
That could well prove a formality, given 
Wheelock's controlling voting power. All 
its public companies have two classes of 
Shares, A and B. The latter have 10% of 
the par value ‘of an A share but the same 
voting power, so allowing for greater pa- 
rental controll than is merited in purely 
capital terms. 

Since its ye:ar-end, Maritime has moved 
to ease its cash-flow position. Four vessels 
have been sold, while in another charac- 
teristic Whe:elock in-house deal, its 60% 
stake in insurance-broking subsidiary 
Wheelock Marden and Stewart has been 
sold to Hongkong Realty for an undis- 
closed sum . According to the latter's latest 
accounts, the price was based on an inde- 
pendent valuation by Wardley. 

The ext ent of Maritime's current prob- 
lems stem s from its aggressive ordering of 
12 bulk carriers back in 1980. Wishing to 
modernise and expand its fleet, the 
Maritime: board took the deliberate deci- 
sion not to fix charters for the vessels at 
the then prevailing rates on the view that 
the market would have improved by the 
time they were delivered. With a total of 
some 30 vessels in the fleet, that has 
proved an extremely costly commitment. 
For cha rter rates have since plunged, forc- 
ing Ma ritime to operate the vessels at a 
loss on the spot market as they came out of 
the yards — a better option, where prac- 
ticable , has been to delay delivery of the 
ships. 

Shipping sources estimate the cost of 
opera ting a Panamax bulk carrier, includ- 
ing financing expenses, at up to 
US$15,000 a day. With such vessels 
perhaps only commanding around 
US$6,500 a day on the spot market (at the 
market's trough in 1982 the rate was as low 
as U'S$3,500) the crippling cash-flow im- 
plications are obvious, with losses of liter- 
ally millions of dollars being run up in a 
ma'tter of months. 

It is therefore all too clear why Hong- 
kong Realty shareholders are calling for a 
higher dividend now rather than a risky 
commitment to help fund Maritime's 
operating shortfall. Bankers to Maritime 
are naturally more sanguine about the 
prospect, though less forthcoming about 
their own exposure. Accustomed to the 
gyrations in shipping, always a violently 
cyclical business, they are used to seeing 
shipping companies using affiliates in this 
way. 

One said: “There is a lot of cash in the 
group and it just does not happen to be in 
the shipping company.” When asked 
about the shareholders’ claims, another 
replied cynically: “It’s a group company. 
Of course they have to do it the right way. 
But that is Hongkong.” a 
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In the shadow of the axe 


The threatened closure of a Japanese timber operation in 
Papua New Guinea triggers a row which reaches Tokyo 


By Rowan Callick 

Port Moresby: A fight is under way be- 
tween the Papua New Guinea Govern- 
ment and Japan over one of this country's 
biggest timber leases — Open Bay in East 
New Britain. The lease has been operated 
by Sohbu Trading Corp. of Japan for nine 
years, during which time the company 
claims it has been losing Kina 1 million 
(US$1.35 million) a year. Despite this, 
Sohbu, which controls five other com- 
panies in Papua New Guinea, is battling to 
keep the lease, 

Sohbu got into hot water with the Taxa- 
tion Office last year. The office filed writs 
against three Japanese fishing firms, in- 
cluding Sohbu subsidiary Pacific Sea- 
foods, alleging transfer-pricing practices 
for the evasion of tax. After a 12-month 
investigation the office claimed Pacific 
Seafoods owed the government Kina 1.84 
million. Discussions with the companies 
have continued. 

Sohbu formerly operated another 
major timber lease at Bulolo, but this was 
taken over by the government, which 
asked British/Asian giant Inchcape to 
manage the project. The Forests Office 
became concerned about the implementa- 
tion of parts of the original agreement 
under which Sohbu set up at Open Bay 
and this was replaced by a series of six- 
month permits. The company had built a 
sawmill — one of the conditions of the 
original agreement — but this burned 
down in mysterious circumstances before 
it became fully operational. 

In 1982, the Forests Office asked the 
then forests minister, Joseph Aoae, to 
close down the lease, but he took no ac- 
tion. His successor, Forests Minister 


Lukas Waka, did decide, though, to take 
up the recommendation. And the cabinet 
ruled that, rather than closing the lease 
hastily, Sohbu be given another six-month 
permit from the end of 1982. However, 
the developments the government sought, 
such as construction of roads, did not 
materialise. So Prime Minister Michael 
Somare announced in April that the pre- 
sent permit will be Sohbu's last in Open 
Bay. It expires at the end of June. 

But this was not the last word. The Ja- 
panese Embassy in Port Moresby was not 
slow in coming to the support of one of 
Japan's largest commercial operations in 
Papua New Guinea. Japanese Ambas- 
sador Makato Taniguchi has been lobby- 
ing for Sohbu to retain its permit. And the 
repercussions have been felt in Tokyo, 
where the Papua New Guinea Embassy 
has been given to understand that aid 
could be affected if the permit were not re- 
newed. 

Japan became Papua New Guinea's 
largest trading partner in 1979. Since then, 
Tokyo has been taking about 40% of the 
country's total exports, valued at Kina 
220 million in 1981. In the same year 
Japan exported Kina 125 million-worth of 
manufactured goods to Papua New 
Guinea. 

Most of Japan's aid has gone to specific 
fisheries projects. Somare has an espe- 
cially warm regard for Japan. His first 
schooling was from Japanese teachers, 
when his home area was occupied during 
World War П. And he has had business 
links with Japan for more than 10 years. 
But so far, he has resisted pressure to back 
down on Sohbu. 


Stacking logs in Papua New Guinea: a battle over a lease. 
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dearly the effects of the recession on 
their activities. Low commodity prices 
. took net income at 87.9%-owned planta- 
"tions company Dur Estates down by 
30. 8% to M$7.8 million, slicing the gross 





‚ associate 








share to 18 cents. 
At Singapore-incorporated Guthrie 


Bhd, a 79.8% -owned trading subsidiary, - 


low turnover and high interest charges 
combined to reduce post-tax earnings to 
$$2.9 million. (US$1.4 million), a drop of 
17.5%. The. annual dividend was un- 


| changed at 10 Scents, gross. Poor rubber 


and palm-oil prices also cut after-tax 
profits for 53.7%-owned estates group 
Malaysian Plantations from M$6.3 mil- 
lion to M$2.3 million. The overall di- 
vidend for 1982 was 10 cents before tax, 
down from 18 cents the year before. 

- The downturn in the Malaysian prop- 
erty market meant a 28.3% drop in net 
profit to M$4.8 million at property group 
Bandar Raya Developments, a 41.6% 
of Multi-Purpose. Bandar 
Raya's dividend, though, remained at 5 
cents gross. Only Magnum Corp., a 
38.6%-owned forecast betting group, 


| saw any increase in post-tax income: A 


steep reduction in the group's tax inci- 


dence doubled Magnum's net. profit to |. 


M$20 million, though again total di- 
vidends for 1982 stayed at the previous 
year's level-of 15 cents gross. United 
“Malayan Banking. owned 40.7% by 
Multi-Purpose, has not yet released its 

annual results for 1982. ; 
— JEFFREY SEGAL 








Gooien reverse | 
The Goodyear Tyre and Rubber Co. 
(Australia) incurred à loss of A$8.1 mil- 





|. lion (US$7 million) in the year to Dec. . 


"31, 1982, reversing a net profit-of A$6.6 
million posted the previous year. Re- 
|. venue during the year rose to A$187 mil- 
|... lion, Directors blamed the loss on dump- 
| ) and poor de- 
mand. The depreciation provision drop- 
‘ped to A$3.1 million (previously A$3.3 
million) while the interest bill rose to 
A$3.7 million fro A93 2 million. No 




















ı~ Thailand's largest and second-largest 
: respectively — reported lower earnings 
during the first quarter of this year in the 










higher liquidity in. the 
“kets. For the three-mo eriod ended 
in March, Bangkok B net profit 
, slipped marginally to. Baht 277 million 
р т million), барой гоѕе 24.4% 0 


топеу таг- 


















> Thai Farmers Bank saw its post-tax 
profit slashed by 45% to Baht 34.7 mil- 
lion over the same period as deposits 
jumped a record 28.1% to Baht 53.6 bil- 
lion. but lending grew a disproportion- 
ately low 9.2% to Baht 44.5 billion. 
Lower earnings had been predicted for 
this year (REVIEW, May 5) as the Thai 
banking system moves towards a more 
flexible interest-rate system. 

— PAISAL SRICHARATCHANYA 


Exports help Kyocera 


Kyocera Corp., Japan’s leading ceramic 
integrated-circuit (IC) package maker, 
| registered a 26.6% increase in net profit 


to ¥17 billion (US$72.8 million) in the - 


year. ended March 31. Unconsolidated 
total sales were up 30.8% to ¥133.2 bil- 
lion, boosted by a 45% jump in exports 
which hit ¥61.5 billion. Domestic sales 
were aided by expanding demand in the 
semiconductor market, the company 
said. Part of the profit increase was 

traced to the yen's depreciation. 
Kyocera will merge with Yashica, a 
major Japanese camera-maker, in Oc- 
tober, and the company expects this 
move to help achieve а 35% increase in 
total sales to billion owing | to anti- 
cipated higher turnover in electronic 
packages. -1n October 
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Marcopper i in the black 


Marcopper Mining.Corp. of the Philip- 
pines realised a net income of P8.3 mil 
lion (US$830, 000) in the January-Ma h 
quarter, reversing a net loss of P22. 
million in the same period in 1982. Th 
favourable change must have already. 
been known to the mining firm's foreign 
lenders, who have agreed not only to re- 
structure a US$14.7 million maturing 
debt, but also to extend a US$22 million: 
revolving credit line to Marcopper. The. 
company traced the first-quarter profits 
to bigger peso proceeds from foreign-ex 
change earnings under the floating ex 
change-rate system.  — LEO GONZAG 


Big cut at Waltons Bond 


Troubled Australian department-st 
chain Waltons Bond earneda net trading. 
profit of A$1.4 million (US$1.2 million) | 
in the six months to Jan. 31, 1983, down - 
from A$6.5 million in the correspondin, 
































ordinary losses and provisions of AST 
million resulted in a final loss of A$1 
million for the half (previously a profit o 
A$6.6 million). Waltons: Bond. is 42%: 
owned by Bond Согр. ; which is at pre 
sent bidding for rival retailer Grace Bros 
Holdings. 

The net trading profit from retailing 
operations was only A$380,000 (A$5.5 
million) with an A$1 million contribu- 
tion from its half-owned finance сот= 
pany affiliate. Interest charges rose {O 

A$5.6 million (A$4.5 million) while th 
depreciation provision was. steady a 
A$1.76 million (A$1.75 million). No in 
terim dividend was declare 








































oney-supply figures, worked against mos Asian ue E efforts to wri alee out of price cor- 
ions during the period to May 23. The American influence combined with some domestic 
ar fundamentals such as a weak currency in Hongkong, disappointing corporate results in 
( and the куа s: е policy in Seoul. : 


HONGKONG: The surprise announcement : on buying i interest and moved ahead strongly with news 
of a two percentage-point increase in banks’ | towards the end of the period of another onshore oil 













































































lending rate (о 13.5% precipitated a fresh bout | strike by Petrocorp on in area adjacent to one of | May 18 60 
ng onthe final day of the period. The Hang | NZOG's. rapes | p 
eng Index closed at 902.71; down 40.09 points or . May 23 ; 89 
5% from the previous period. Sentiment ‘was TOKYO: The market eased in sluggish trading in | Change on week ____ -0.6t 
ain dominated by.the continued fundamental | the absence of newincentives and disappointing côr- May23 Xchange 
eakness of the Hongkong dollar. Brokers were | porate results which are now being announced. Also | Eire 
tical that the interest-rate increase would have | contributing to this were the poor showing of Wall. AmpolExplocation © 219 . 29 
tabilising effect on the currency, adding that the | Street and the failure of the yen to sustain its climb. | pisce NE Ed 
move could only hinder any economic recovery. Small issues are still drawing interest, even if sporadi- | Aueraian cons ina 446... 0f od 
| cally, as are some-high-technology issues. The Nik- | AustralanGuaranee 217 -08 
INGAPORE: The market continued the fall that | kei-Dow Jones Average closed at 8,528.64, down ia o S: 
Started on May 11, and trading was particularly thin |. 63.15 points for the periods: Bouganviie 258 -58 
rom May 17. Fraser's. Industrial Index closed at}. sarees sae i 
:287.07 оп May 23, down 285.87 points, or 5.1%, MANILA: "What bega as a price correction in | eroventinsoun - ~ 
om the previous period. The fall of 140 points on | mines turned in ajor tumble іп à period which | витро f. uy 
May 23 was the biggest drop this year. Some brokers | saw 334:9 mil res worth. Р50:2 million | Camaniyned Brewery 253 as 
ttributed it to uncertainty surrounding. reports that А illi ange: ands. Declines ranged a К 
alaysia was planning to curb excessive speculation | from 0.5 p centavo to 2 centavos for lower-priced 346 +27 
n.its market-— many shares listed on the Kuala | Lépanto and Philex, and from 46 centavos to P.1.25 pes ма 
ur exchange are also traded in Singapore. for higher-priced Atlas and Marinduque. Brisk ac- PN 
peculation was also rife that United States interest | tivity in-B shares i d 390 -37 
ates would rise. Daily turnover during the period «vestors in the arbitrage issues. Small Baguio Gold one o ig 
aged 12.94 million units against 17.78 million in | and Omico Mining accounted for the bulk of the vol- 425 505 
revious period. “ume though most of the value represented contribu- |. or ЖШ 
; tions by the Bank of the Philippine Islands (pat à of = 
KUALA MPUR: The market suffered a steep | the Ayala group) and San Miguel. 29 
Поп May 23, with Fraser's Industrial Index retreat- am 2 156 
ints —-a loss of 103.74 from the pre-: SEOUL: "With many investors ondi ie sidelines, the | pa 
"ous ; day s and 178.02 from the previous period’s | market was sluggish throughout a period that saw 172 
losing levels. The. final-day plunge, which capped | trading volume reduced to a daily average of 8. 54 Tw 
he period's gradual pull-back from six weeks of con- | million shares. against 12 million in the. previous 2% 





uous rise, may have resulted: from reports that 
nk Negara (the central bank) had advised brokers 
to take some heat off the stockmarket. News of the 
big increase in the United States money supply also 


period. The composite index gained a meagre 0.74 of 
a point to reach*124.72, with. modest gains in.vehicle,. |^ 
machinery-parts, electronics and construction f 
shares. Analysts noted tighter liquidity, some out- 
flow of funds from the market and hesitation on the 





























part of investors as they weighed the impact of the 
government's tight-money policy.’ 





С lightly easier conditions on Wall |. мау. 
Street resulted їп the. Australian All-Ordinaries К tor 











Index slipping 4.2 points to close trading on May 23 at TAIPEI: ` Тһе market turned bullish again and | May 23 
599.7 points, after: hitting 608 points during the | began heading up after a three-week. correction. In- | Change on week 
period. Turnover was low, with little offshore or local | vestors.were reacting to government economic indi- | 
interest in the market, apart from specific situations. | cators showing big improvements in industrial out- 
_Few new issues were announced over the past week, put, ; orders.and profits in April.’ Analysts said the real 
which should have helped overcome the bearish tone | improvement in the economy could provide another 
of the market, though in fact it had little effect. | boost to the market similar to the February-March 
Analysts suspect that if the market loses a little more'| surge, which was based purely on expectations of re- 
ound, the.index could easily fall quite sharply later. | covery. The weighted index closed slightly higher at 
Most of the action reflected offshore influence, par- |: 688.30 -points, while average volume soared to 
ticularly United States économic indicators, such as | NT$1.88 billion (US$47 million). 
he money supply figures, which had a bearish effect 
on n trading here on n May 23. BANGKOK: Prices mostly advanced on the 
; 7 strength of better first-quarter results from the coun- j 
try's three cement companies and certain industrial |. 
and financial institutions. The upswing was, how-. | 
ever, tempered Бу cautious trading mid-week. that. 
led to a listless drift on May 20. Heavy liquidationson. 
May 23 hastened the downtrend and turnover on that 
he si : i day was the lowest during the period. i 
' other forestry related areas art of tu turnover Was Baht 44:04 million (US$ 
was accounted fort Е. i jas (NZOG) апа | The Book Club Index posted a gain of 2. 
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“KLM arranges 


your European vacation 
just the way you want? - 





“Even toLlanfair- 


pwllgwyngyllgogerychwy- 
rndrobwylHlantysilio- 


gogogoch in Wales?” 


A holiday with KLM's European Carousel is a holiday full with bargains and 
without limitations. 

It starts right in the centre of Europe: Amsterdam. Famous for its canals, 
buildings and art treasures. From there, you choose where, when and how you go. 

By boat and car you could reach a remote village in Wales. 

Or, if you'd prefer to keep to the more popular routes, you can travel by trains 
and planes to any or all of Europe's major cities. You'll find all the details plus 
information on a variety of discounts in our 64 page brochure. 

Ask your travel agent or KLM for a free copy. And if you intend going to 
Llan... practise saying it in advance. 
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The Reliable Airline KLIM Royal Dutch Airlines 










machine. The CN-235. 


CASA and NURTANIO present a first 
Class aircraft, the product of first class 
= planning. 
The first regional transport aircraft 
specifically created to meet contemporary 
requirements. An aircraft that perfectly 
balances luxury and economic operation. 
Spacious, comfortable, with more cabin- 
capacity for more passengers. Thirty-eight or 
forty passengers with ample elbow-room. An 








aircraft with 6 ft. 3 in. of headroom down the 
aisle which your flight attendant will 
appreciate. And 8 ft. 10 in. maximum cabin 
width, to insure superior comfort. All this, plus 
technology combined with commonsense 
solutions that maximize profits. 

Because it is only commonsense to 
power an aircraft with the compact, rugged 
General Electric CT 7-7 turboprop engines 
that have the lowest fuel consumption among 
engines of their class. As it is careful 
commonsense to achieve aerodynamic desig 
that provides operating adaptability to routes 
either short or medium. And commonsense 
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also to save structural weight by using com- 
posite materials, fiberglass and carbon fiber. 

The CN-235 is the ideal money-making 
machine. Because it combines reasonable 
price and ease of maintenance with a large 
rear cargo-ramp door via which configuration 
can be quickly changed from passenger to 
cargo or combi layouts. And via which quick 
loading and unloading can be effected of a 
baggage container 

An aircraft totally thought out for today 
A first class aircraft. For its design, technology, 
multi-purpose versatility, easy maintenance 
and low consumption. 





Technical characteristics 
* Power plant: 2 G.E. CT 7-7 turboprops rated 
at 1700 s.h.p. 
* M.T.W.: 28,658 Ib. (13.000 kg.) 
* Cabin volume: 1528 cu. ft 
* Max. cruise speed: 245 KTAS 


One hundred and four CN-235's have 
been sold to date. 


CASA-NURTANIO 


For further information, contact: Construcciones Aeronáuticas, 5 А : Rey Francisco, 4 - Madrid-8. Spain. Telephone: 247 25 00. Telex 27418 
Or contact: PT. Nurtanio; BPP Teknologi Bid., JI. М.Н. Thamrin 8, Jakarta, Indonesia Telephone: 322 395. Telex: 44331 ATP. JKT 


LETTER FROM PHNOM PENH 


s the Air Kampuchea aircraft swept 

low over the Cambodian capital on 
its final approach to Pochentong Airport, 
І realised that this was the first time I had 
flown into Phnom Penh since the In- 
dochina War ended in April 1975. I had 
visited in 1980, but on that occasion I had 
come by road from Ho Chi Minh City. I 
experienced the same pleasure as 1 
looked down and saw the Royal Palace 
glittering in the sun, and then easily 
picked out the apartment block where I 
had lived for five years. The feeling 
quickly passed, and I knew that it was 
going to be another rather sad “home- 
coming" for me. 

The once-picturesque ride into town 
from the airport did not change my 
mind. It was decidedly shabbier than in 
1980, and even the trappings of a func- 
tioning city we saw on the drive through 
the central area did not mask the fact 
that much of it was a facade — 
there is still a very definite look 
and feeling of impermanence 
about Phnom Penh today. Most 
of the inhabitants are country 
folk, out of place and ill-at-ease 
in what to them is big-city living. 
Few actually own a home here, 
and the city seems like a giant 
refugee camp set amid the 
ghosts of a past elegance and 
charm that had made Phnom 
Penh the most delightful capital * 
in Asia. r 

A group of 30-40 Western, 
Japanese and Asean jour- 
nalists and cameramen had 
been invited in by the Vietnam- 
ese Government and the Cam- 
bodian regime to witness the 
“partial withdrawal” of Viet- 
namese troops from Cambodia. 
The party was split into three 
groups, and ours was taken to what they 
now call Hotel Wat Phnom, which wasin 
fact the old State Guest House during 
the rule of Prince Norodom Sihanouk 
who, incidentally, was also in Cambodia 
on the same day as our arrival (April 30). 

Sihanouk, in his capacity as president 
of the Democratic Kampuchea coalition 
— still recognised by the United Nations 
as the legal government of Cambodia — 
was in a resistance camp near the Thai 
border accepting the credentials of five 
ambassadors accredited to his govern- 
ment. 

Foreign Ministry guides told us we had 
a very full “programme” arranged, and 
after a quick lunch we were bundled into 
buses and taken on the obligatory tour of 
the infamous Tuol Sleng prison, where 
Pol Pot’s Khmer Rouge had put to death 
some 20,000 “enemies” of his bloody re- 
gime between 1975 and 1979. The only 
addition to my 1980 visit to Tuol Sleng 
was a Japanese tour group, who “oohed 
and aahed” respectfully at the grim relics 
revealed to them by Ung Pech, one of 





| Crowds watch the troops leave: 


only four people known to have survived 
this giant chamber of horrors. 

The remainder of the two-day stay in 
Phnom Penh was mainly a battle of wits 
with our hosts, who were determined 
that the visiting correspondents should 
stick strictly to the programme, and not 
engage in activities frowned on by the 
authorities — namely, walking freely 
through the city and talking to the ordi- 
nary people. Thamarong, the chief 
Foreign Ministry official at our hotel, in- 
sisted that we not leave our lodgings that 
evening — for our security. When we 
asked if that meant the Khmer Rouge 
were in town, he hotly denied it and said 
it was perfectly secure. Thamarong put 
an end finally to the ensuing debate by 
ordering the huge wrought-iron gates 
closed — and so we stuck to the pro- 
gramme and ate in. 

A rambling press conference Бу 


"И ج‎ 


gis wc. g^ ity plu une ° ETA уе) 


4 


М T 


Foreign Minister Hun Sen took up all the 
next morning, highlighted by one corres- 
pondent for a wire service agency sud- 
denly telling Sen he would *. . . tell hima 
secret." Sen leaned forward expectantly, 
but there was no secret — to the obvious 
disappointment of the young and in- 
experienced foreign minister. 


Д programme lunch followed, 
and then a grand formal farewell in 
Sihanouk’s former exhibition building 
on the Tonle Sap riverfront, not far from 
the magnificent but unfinished Cam- 
bodiana Hotel, abandoned after 
Sihanouk's overthrow in 1970. President 
Heng Samrin officiated, and took centre 
stage to pin a medal on a giant Vietnam- 
ese flag — but the diminutive president 
was hidden and went dangerously close 
to being enveloped by the flag — to the 
embarrassed giggles of party officials, 
and the not-so-embarrassed amusement 
of the visiting cameramen. 

The commander of the departing 
Vietnamese unit accepted an array of 





refugees in a city of ghosts. 


gifts and a bearhug from each donor — 
until at last one vigorous hug-and-kiss 
resulted in the commander's hat falling 
onto the stage. 

The uncertain electricity supply was 
clearly overtaxed during the cere- 
monies, with Vietnamese and Cambo- 
dian camera crews pushing bare wires 
into ancient junction boxes to feed the 
well-worn wiring leading into battered 
lighting equipment. At last — with a 
loud bang and a sheet of flame — the sys- 
tem blew up. Samrin showed his only 
emotion at this point, and broke into 
laughter — though the technician who 
was lucky to escape with only singed hair 
and eyebrows did not think it 
was quite so funny. 

That evening was easily the 
most eventful of our stay. It fea- 
tured the "great escape" from 
Hotel Wat Phnom by five 
foreign journalists. Thamarong 
had ordered the gates closed, 
but apparently omitted the 
order to lock them — and the 
uncertain soldiers on duty with 
fixed bayonets hesitated a mite 
too long. The party of five took 
off into the gloom of early even- 
ing, with two dedicated joggers 
in the lead, and the only words 
that passed between them were: 
“I hope Thamarong isn't a jog- 
ger!" He was not. 

A relaxed dinner in a state 
restaurant downtown enabled 
us to talk to a few people, and 
^ we found that the activities of 
Sihanouk, Son Sann (the prime minister 
of the anti- Vietnamese coalition govern- 
ment) and their resistance forces were 
fairly widely known to the ordinary 
Cambodians in the street. 

At the urging of my colleagues I de- 
cided to visit my old apartment — with 
my friends in tow, of course. I had kept 
the keys for eight years, and it was cer- 
tainly a strange feeling when I inserted 
the key into my letterbox in the 
downstairs foyer. My feeling was not 
misplaced — inside, in the dust and cob- 
webs, were two letters addressed to me 
and postmarked a few days before the 
fall of Phnom Penh in 1975. 

One was from the REVIEW — I was 
their correspondent in Cambodia in 1975 
— and the other from the Argus Group 
of newspapers in South Africa. The let- 
ter from the Argus Group contained a 
cutting of a story I had written for them: 
"Neil Davis reports from Phnom Penh: 
Indochina's long history of conflict." It 
could have been written last week. 

— NEIL DAVIS 
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LETTERS TO THE EDITOR. TO THE EDITOR 


In defence of defence 


Last month, marking the 41st anniversary 
of the fall of Corregidor to Japanese im- 
perialism, was a most appropriate occa- 
sion for your articles on the United States' 
Philippine military bases [REVIEW, May 
19]. However, I was distressed to read in 
Belinda Aquino's The 5th Column 
that the group of Americans (de- 
scribed as "progressively minded") 
and the Filipino oppositionists who 
call for removal of US bases from the 
Philippines are no less neanderthal in 
their thinking than their predecessors 
five decades ago. 

After completion of his second 
term as chief of staff of the US Army, 
in 1935, Gen. Douglas MacArthur 
was appointed military adviser to the 
Philippine president. As part of his 
duties, MacArthur established a 
comprehensive defence plan for the 
Philippines, which was to be im- 
plemented by the time of indepen- 
dence in 1946. Although the plan was 
budgeted at only US$8 million per year, 


there was vocal opposition from a variety 
of "progressively minded" groups. They 


complained, among other things, that: 
» The plan was too expensive and could 
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not be supported by the local economy. 
» The Philippines was not defensible. 

» The US was militarising the Philip- 
pines. 

» The US was extending its own brand of 
imperialism over the native population. 





» MacArthur was part of a conspiracy to 
keep the US in the Philippines. 
» The military build-up would incite the 
Japanese to attack. 

Partly as a result of this criticism, the de- 


тод 


fence plan was not effectively im- 
plemented. MacArthur received little as- 
sistance and encouragement from 
Washington, and the US military au- 
thorities were reluctant to supply the US 
forces at bases in Subic Bay and Clark 
Field with a sufficient quantity of person- 
nel and modern weapons, on the grounds 
that US troops and equipment might be 
needed in the European war. Con- 
sequently, even with a last-minute 
emergency expansion in mid-1941, 
the Philippine and American forces 
were no match for the invading Ja- 
panese in December 1941. 

The Filipinos’ years of suffering 
under the Japanese occupation and 
the tremendous cost, in both lives and 
money, of liberating the Philippines 
should have taught both Philippine 
and American politicians the lesson 
that it is much more economical and 
efficient to prepare an adequate de- 
fence, with forces in place at bases 
where they can deter military adven- 
turism, than it is to fight for the re- 
covery of the nation. Weakness and 
lack of military preparedness merely en- 
courage those who wish to enforce their 
will on others. 

This lesson should be considered today, 
in an era when Soviet expansion in Asia 






еасе o 


min 


1S stepping into 


the chaos of a huge foreign airport... 


From the moment you step off the 
plane, until you step back on it, the 
American Express Card is your financial 
passport. At hotels, shops, restaurants, 
car rentals..when they hand you the 
bill just hand them the Card. Need cash? 
Just present the Card and your personal 
cheque at any local American Express 


... with the American Express Card snug in your wallet 






Travel Service Office’. They're always 
ready to help Cardmembers in emer- 
gencies or with routine travel arrange- 
ments. They'll even hold or forward 
your mail. 

A credit card is just a credit card 
The American Express Card is peace 
of mind 
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bears many similarities to Japanese im- 
perialism in the 1930s. Filipinos and Ame- 
ricans must not relive the mistakes of the 
past and should realise that their mutual 
interests are best served by military co- 
operation, of which the US bases in the 
Philippines are the central element. 
Efforts by the opposition to topple the 
government of President Ferdinand Mar- 
cos, with their pseudo-nationalistic propa- 
ganda against US bases, can only under- 
mine the long-term objectives of main- 
taining peace and security, fostering 
democracy, and increasing international 
friendship and understanding between the 


Philippines and the US. L. J. LAMB 
Visiting Associate Professor 
Taipei Soochow University 


A poser for Peking 


The uncertainty 
iy concerning China's 


oc. "dd response to the ap- 
o 





proach of the 1997 
termination of the 
lease on Hong- 
kong's New Ter- 
ritories is apparently shaking investors' 
confidence in the future of the territory. 
This could become a serious problem for 
China, given the important role of Hong- 
kong in its economy. Unfortunately, con- 
siderations of prestige have tied Peking's 
hands on this issue and are forcing it to 
choose between national interest and na- 
tional image. Peking could perhaps solve 
this dilemma by unilaterally declaring that: 

» It has been the long-standing desire of 
the Chinese people to restore the national 
sovereignty and the territorial integrity of 
their country and to achieve economic 
prosperity. 

> The lease agreement of 1898 is no more 
legal or legitimate in the eyes of the 
people's republic than the unequal 
treaties which transferred Hongkong Is- 
land and Kowloon Peninsula to Britain 

The 1997 date has no significance since the 
people's republic does not recognise 
agreements which alienated Chinese ter- 
ritory from China. 

» The position of the people's republic to- 
wards Hongkong continues to be guided 
by the interests of China and the Chinese 
people rather than by artificial deadlines 
set up in the age of imperialism. The cur- 
rent status of Hongkong serves the in- 
terests of the Four Modernisations and the 
aims of the people's republic. Hence, that 
status will be maintained. The economic 
stability of Hongkong is assured by 
China's long-term commitment to mod- 
ernisation. 

A unilateral declaration would demon- 
strate to the world that China refuses to 
acknowledge the validity of foreign inter- 
ference in internal Chinese affairs, but is a 
responsible member of the international 
economic community. Participating in 
lengthy Anglo-Chinese negotiations to 
decide the fate of a Chinese city would be 
inconsistent with both Chinese sov- 
ereignty and Chinese interests. 

ROBERT DUJARRIC, RON UNZ, 


Cambridge. Mass. JULIAN LOW ENFELD 
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Catching the big fish 

In Turning a blind eye? [REVIEW, May 
12], K. Das said: *Considerable restraint 
is exercised when a suspect is an important 
public figure. Both former prime minister 
Tun Hussein Onn and former attorney- 
general Tan Sri Abdul Kadir Yusoff are 
on record as saying that it is very danger- 
ous to take on the ‘big fish'." I would ap- 
preciate it if Das could quote me the re- 
cord. I have replied to many questions and 
debates in parliament regarding the func- 
tions of the National Bureau of Investiga- 
tions (NBI). The common criticism was 
that only the "small fish" were caught by 
the NBI. My reply would usually be that it 
would not be easy to catch the "big fish" 
for people were reluctant or afraid to 
come forward to make reports and to be 
witnesses in court. 1 have never consi- 
dered it "very dangerous to take on the bi 
fish." I think that was also the view o 
Kadir Yusoff. 
Kuala Lumpur TUN HUSSEIN ONN 
e K. Das replies: Hussein has been 
quoted on the record [REVIEW, Jan 26, 
'79] as saying: “The big fish are like Jaws 
II, very difficult to catch. You need great 
cables to kill them." Without using the 
word "dangerous," Hussein in this way 
suggested that there were frightening pro- 
blems. 

Kadir Yusoff was quoted [REVIEW, 
Dec. 5, 75] as saying that when dealing 
with sharks the NBI low called the Anti- 
Corruption Agency) must have a large 
area in which to manoeuvre, “otherwise we 
might fall into the sea and be eaten by the 
sharks.” A 


A call to arms? 


Your normally high standards of objective 
journalism suffered a setback in the un- 
signed editorial Time to change the ugly 
Arab image [The 5th Column, REVIEW, 
May 12]. The editorial suffers from sev- 
eral weaknesses, but the most glaring defi- 
ciency is that the text of the article de- 
viates sharply from the alleged topic. 
Rather than being a call to correct the 
Arab image, the article appears to be a call 
on East Asian nations to join in the Holy 
War against Israel. 

You would think that given the disas- 
trous consequences resulting from such 
regional conflicts as Korea, Vietnam, 
Cambodia and East Timor, to name a 
few, the REVIEW would want to steer 
Oriental nations far away from the 
whirlpool of Middle Eastern warfare. Not 
so, if I understand the editorial correctly. 
To quote a few key phrases: "Israel's inva- 
sion of Lebanon in the months before the 
massacre [in Beirut] was almost univer- 
sally recognised as aggression . . . For East 
Asians, the issue is only one among many 
international questions . . . The region's 
reaction went no further than a basic sym- 
pathy for human suffering and had little 
political significance." 

The implication was that East Asian na- 
tions should have been far more damning 
in their condemnation of Israel. Would it 
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tion 34 of the sional Accountants 
Ordinance which would enable its discipli- 
nary committee to institute an inquiry into 
he audit of. Carrian Investments, with 
hose legal powers conferred on it with re- 
gard to obtaining evidence and making or- 
“ders [Intelligence, REVIEW, May 19]. 

- According to the ordinance, the council 
sof the society shall consider a complaint 
when it is received and may refer it to the 
disciplinary committee if there is prima 









` the powers.of the disciplinary committee 
behind them are not likely to lead to firm 
conclusions. A reference to the discipli- 
пагу committee for action, on the other 


hand, must be supported by good enough < 


evidence to justify it. 
> The society took the comments by Sec- 
urities Commissioner Robert Fell very 
seriously and initiated a dialogue with him 
in respect of matters of mutual concern. 
‘The society has since received complaints 
"against two firms sof certified public 
accountants from Fell in respect of the au- 
-dits of commodity dealers and these com- 
plaints have been referred to the discipli- 
пагу committee, LOUIS WONG 
Hongkong Registrar, Society of Accountants 





„® Philip Bowring replies: The registrar 
“has failed to answer the key question of 
why the council declined to refer a com- 
plaint about the audit of Carrian Invest- 


е | to involve themselves in the religious and | 









facie evidence. Inquiries. made. without 4 





; zhonghua refers to all ethnic Chinese — is 


Arabs, of course, : | 
violence. Europe, Latin America and 
East Asia have all suffered from the 
ravages of warfare and ethnic rivalry. So | 
why should the REVIEW urge East Asians 


nationalistic wars of others? East Asia has | 
enough problems of its own. Until East 
Asians can do a better job of solving their 
own religious tensions and ethnic rival- 
ries, they would be wise not to tell others 
how to do it. 

Kaohsiung. Taiwan DEREK CLAYTON 
e The article in question was not un- 
signed but was bylined Husain Haqqani, 
who is a writer for the magazine Arabia. 
Furthermore, The 5th Column is not an 
editorial, but is a series intended to give a 
platform for the personal views of con- 
tributors. 


vestigation. To the REVIEW'S knowledge, 
at least one complaint about the Carrian 
audit has been made to the society — by 
one of its own members. Submitted as part 
of the evidence were documents prepared 
by Carrian's merchant bank advisers for 
the purpose of advising creditors. Their 
authenticity is not in doubt. It might be 
thought that the council, which is en- 
trusted by law with policing the standards 
of a-profession whose services are ré- 
quired by other laws, would be sensitive to 
the importance . of investigating 
documetited complaints by professional 
persons, not least, in this case, given the 
relationship between Carrian and former 
partners. of the. firm- complained. of — 
Price Waterhouse — and the presence ofa 
senior partner of this firm on the council of | 
the society. К 
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The Chinese overseas 

In his ne. Quite a character [REVIEW, 
Apr. 21], Е. М. Liew tries to explain the 
difference between "zhonghua renmin" 
and "zhongguo renmin." This linguistic 
issue is potentially very controversial and 
Liew's oversimplistic distinction — that 


not acceptable. 

When a person has emigrated to a 
foreign land he should pledge loyalty to 
that land and join that society. In liberal 
countries, ethnic origin'is (supposedly) 
not a source of discrimination, and having 
a certain ethnic origin does not imply close 
ties with the government and people of the 
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¿sional Accountants Ordinance, the coun- 
cil has absolute discretion and is not sub- 
ject to pre-ordained rules of evidence in 
; deciding whether to make such reference. 
. The disciplinary committee in turn has 
yery wide powers to require any person 
to attend inquiries, give evidence under 
oath and produce documents. By no 
. stretch of legalistic imagination can either 

the council or the committee be said to. 








Vietnam revisited 


Vietnamese Foreign Minister Nguyen Co 
Thach’s remarks about Cambodia 
[Review, Apr. 14] brought on.a bizarre + 
feeling of deja vu. His arguments could 
have been (and probably were) made by 
an American official discussing Vietnam 
15 years аро. 
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The ASI IAN DEVELOPMENT BANK is an international finance institution based in Manila, Philippines, and established for the 
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TELECOMMUNICATIONS ENGINEER 
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aforesaid type of project, with practical experience in SPC análogue and digital PABXs, fibre optic and microwave | тайытшыйп : db 
: facilities, and with ability to undertake fault location and repair. work to component levels. E 
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fits A plications writter in English (quoting REF. NO. HK35), stating minimum acceptable salary. with detailed Gutriculidi vitae, 
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АА е Бо ано 


Vol. 120 


No. 23 . 


Has the Philippines got its economic priorities right? Critics of 
all political hues believe not, and now cabinet ministers and 
senior members of President Ferdinand Marcos’ Kilusang 
Bagong Lipunan are loudly echoing these misgivings. This has 
resulted in a Marcos-instigated review of all economic policy. 
However, deputy editor Philip Bowring and Manila correspon- 


dent Guy Sacerdoti report that muc 


of the soul-searching 


amounts to little more than hollow political theatre. Meanwhile, 
Washington correspondent Richard Nations r 
Philippines’ short-term debt position is consi 
than is generally realised. Pages 54-68. Cover: Morgan Chua 


Page 12 

Williamsburg welcomes Japan- 
ese Prime Minister Yasuhiro 
Nakasone to the front rank of the 
industrialised nations. 


Page 13 

South Korean opposition leader 
Kim Young Sam is prepared to die 
for democracy. 


Page 14 

Moscow tests the mood in Pekin 
— offering the choice of reconcili- 
ation or renewed confrontation. 


Page 17 

Criminals and ex-convicts be- 
come the target of a clandestine 
execution squad in Jakarta. 


Page 18 
Even after гһіѕ 
death, contro- 
versy rages over 
Pridi Banomyong, 
pioneer of Thai 
democracy. 


Pages 23-30 
Pakistani Presi- 
dent Zia-ul Haq 
enters the Af- 
ghanistan stage 
to play a leading 
role in the 
peace negotia- 
tions. And the 
military strong- 
man emerges 
as very much the 
diplomat. Mean- 
while, as peace 
hopes rise in 
Geneva, United 
States backing of the guerillas 
threatens a setback. 


Page 40 | 

Japan's press corps puts Prime 
Minister Yasuhiro Nakasone 
under a critical microscope. 


Page 42 

Sino-British talks on the future of 
Hongkong after 1997 a rtobe 
entering a smoother phase. 
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rts that the 
bly worse 


z}! Pages 52-53 


The pro-private sector emphasis 
of Pakistan's new five-year plan 
is one reason why the country is 
attracting investment attention 
from companies in the United 
States, Europe and the Middle 
East. But another factor is the 
strategic importance Pakistan 
has taken on. 


Page 76 

The Hong Leong group consoli- 
dates its presence in Hongkong 
as it encounters problems in Sin- 


gapore. 


80 t 
Government efforts to tame 
Tokyo's loan sharks look ineffec- 
tive. Meanwhile, on the other side 
ofthe Pacific, Hongkong-Chinese 
money is finding a new home in 
California. - 


Page 82 

The crash of Australia's oldest 
trustee company could result in 
new, far-reaching legislation. 
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Manila and the US 

reach accord on bases 
The United States and the 
Philippines have agreed on a 
US$900 million compensation 
package for the continued US 
use of Philippine military bases 
from 1984-89. The amount is 
80% above the current five- 
year sum of US$500 million, 
and changes in the breakdown 
of funds are significant. 

The new package boosts the 
amount of the Economic 
Support Fund — for develop- 
ment, community and social 
projects in areas around the 
bases — from the current 
US$200 million to US$475 mil- 
lion. Outright military grants 
will increase from US$50 mil- 
lion to US$125 million, while 
the US$250 million in military 
sales credits — which Manila 
has been unable to use fully 
due to debt constraints — will 
be enlarged marginally to 
US$300 million. The agree- 
ment on the bases, the largest 
of which are Clark air field and 
the Subic Bay naval facility, 
was reached faster than most 
observers had expected. 

— GUY SACERDOTI 


Indonesian students say 
no to Pancasila 
The powerful Indonesian Mus- 
lim Students Association 
(HMI) has decided against ac- 
cepting the state ideology Pan- 
casila as its sole ideological 
basis. Until now the HMI has 
considered Islam as its ideol- 
ogy, but the government ruled 
recently that Pancasila should 
be embraced by all mass or- 
ganisations such as the HMI. A 
number of political parties and 
government ministers said they 
would have welcomed a move 
by the HMI to accept this rul- 
ing at its congress in late May. 
But HMI leaders argued that 
the law concerning mass or- 
ganisations was still in prepara- 
tion, making it difficult for 
them to take a decision. 

— SUSUMU AWANOHARA 


Violence 

Kashmir voting 

Violence accompanying the 
_ keenly contested June 5 elec- 
tions to the Jammu and 
Kashmir state legislature has 
left at least five dead and more 
than 500 injured in two weeks. 
The election campaign has also 


10 


thrown up secessionist trends. 
The just-revived Awami Ac- 
tion Committee has resur- 
rected an old demand for a 
plebiscite to determine the fu- 
ture of the state, which has 
been the subject of an Indo- 
Pakistani dispute since 1947. 
Part of the state is in Pakistani 
possession. 

The main contenders in the 
elections are the ruling Na- 
tional Conference party and 


Prime Minister Indira Gan-- 


dhi's Congress party. Until last 
year, the late Sheikh Abdullah 
had dominated the state's poli- 
tics for over five decades. His 
son, Farooq Abdullah, suc- 
ceeded him as the president of 
the party and the chief minister 
of the state. © — МОНАМ RAM 


Verdict on Ghazali's 
crash postponed 
The verdict on the cause of 
death of two flight companions 
of Malaysian Foreign Minister 
Tan Sri Ghazali Shafie in an air 
crash last year was unexpec- 
tedly postponed on May 30 
when the ministers lawyer 
questioned the competence of 
the coroner's court to conduct 
the inquiry. 

The lawyer, Datin Saras- 
wathy Devi, said the inquiry 


Ghazali: sole survivor. 





was carried out under the 
wrong judicial procedure and 
some witnesses should not 
properly have been called. The 
public prosecutor objected, 
but the magistrate, Abdullah 
Sidek, postponed giving his 
verdict until June 22. 

Ghazali was the sole survivor 
when a Cessna 206 light aircraft 
crashed into a hillside during a 
flight from Kuala Lumpur to 
the minister's constituency in 
the state of Pahang. Co-pilot 
Verghese Chacko and body- 
guard Charon Daam died in 
the accident. — К. DAS 





Matsushita unveils 
smallest colour TV 
Matsushita Electric Industrial 
Co. of Japan has developed the 
world's smallest colour TV, 
with a 1.5-in. screen and a 


The тїт-1\: four power sources. 





weight of 600 gms. The TV can 
operate on four different 
power sources — AC, DC car- 
battery, rechargeable and dry 
batteries. The. company plans 
to start marketing the TV in the 
United States soon. 

— MIKE THARP 


BoJ governor agrees 

yen rate is too low 

Bank of Japan governor Haruo 
Maekawa told foreign corres- 
pondents on May 26 that the 
central bank believes the re- 
cent trading range of the yen 
remains too low, but denied 
foreign criticism that Japanese 
authorities are manipulating 
the value of the yen. 

He also opposed any return 
to a fixed exchange-rate system 
and said he was “not in favour” 
of an offshore banking centre 
for Tokyo. The governor 
added that the government was 
now severely restricted in the 
fiscal or monetary policies it 
could use to stimulate Japan’s 
sagging domestic demand. 

— MIKE THARP 


Cerebos Pacific, a subsidiary of 
Hovis Ltd — from the British- 
based food manufacturing 
group Rank Hovis McDougall 
— is putting 25% of its issued 
share capital on public offer 
through the Singapore stock 
exchange. Undérwritten by 
Morgan Grenfell Asia and Kim 
Eng Securities, 25 million 
shares with a par value of 50 S 
cents (24 US cents) are on offer 
at S$1.35 per share. Of these, 
2.5 million shares are reserved 
for directors and staff of the 
group. Cerebos' net tangible 


assets on a per-share basis are 
57 cents. 

The offer document fore- 
casts a turnover of S$156 mil- 
lion for the year ending July 
1983 and an after-tax profit of 
S$12.5 million, giving a pros- 
pective price-earnings ratio of 
10.8. The company, known for 
its Brand's Essence of Chic- 
ken, expects to pay a dividend 
of 4% on nominal value of its 
shares this year and 20% for 
the year ending July 1984. 

— V. G. KULKARNI 


Liem's Hibemia Bank 
names new president 
The Hibernia Bank of Califor- 
nia, now owned by the Liem 
Investors group from In- 
donesia, appointed on May 27 
Carl Gustavson, formerly. of 
the Chase Manhattan Bank, as 
president and chief executive. 
Hibernia, which is headquar- 
tered in San Francisco, was ac- 
quired recently by First Pacific 
Holdings Ltd (Hongkong) — 
one of the companies control- 
led by the Indonesia group 
headed by Liem Sioe Liong 
(REVIEW, Apr. 7). Gustavson, 
most recently a senior vice-pre- 
sident of Chase Manhattan in 
New York, was general man- 
ager of Chase's branches in 
Hongkong from 1978-82. He 
succeeds Michael Tobin at 
Hibernia. 

— ANTHONY ROWLEY 


The United States Interna- 
tional Trade Commission 
(ITC) has voted unanimously 
to continue investigations into 
the alleged dumping- of 
rounded steél pipe from South 
Korea and Taiwan. However, 
at the same meeting, in 
Washington on May 31, the 
ITC agreed by a two-to-one 
vote to drop an investigation 
into similar charges involving 
rectangular welded steel tub- 
ing. 

The meeting made a *pre- 
liminary determination" that 
US companies were being 
harmed by illegally subsidised 
imports of rounded steel pipe 
from the two Asian nations. 
Nine American companies 
producing steel tubes said that 
South Korea's and Taiwan's 
share of the US market had 
jumped from 23% in 1981 to 
50% in 1982 as a result of sell- 
ing their products below cost. 

— A CORRESPONDENT 
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STEAK-OUT 


Australian officials are closely 
watching the outcome of United 
States-Japan talks on the expansion 
or abolition of Japanese quotas on 
beef imports. The Australians are 
already upset over a little-known 
1978 agreement that lets US 
руле» ship some 20% of total 

apanese beef imports outside 
existing quota arrangements. The 
beef, which comes from the animals’ 
undersides, is classified as offal but 
is edible. Australia is interested in 
the outcome of the quota talks 
because Australian producers 
believe they can undercut the price 
of US grain-fed beef. 


LAYING DOWN THE BASES 
China is completing 10 new missile- 
launching sites, substantially 
increasing the threat posed to the 
Soviet Union, according to United 
States intelligence sources. Two of 
the bases are already fully 
operational and the others are 
expected to be finished by mid-1984. 
Previously, China had only four 
operational launch sites, with 
missiles targeted on the Soviet 
Union. One of these bases is armed 
with CSS4 intercontinental ballistic 
missiles with a range of 14,200 kms 
which “have nearly worldwide 
coverage,” the sources say. Other 


ШИШ THE WEEK 


AFGHANISTAN ' 

Twenty-one Afghan and Soviet soldiers 
died when guerillas: attacked Jalalabad air- 
port, the pro-resistance Afghan Islamic Press 
reported (May 29), 


AUSTRALIA 

The government issued a strong protest 
against French nuclear testing in the South 
Pacific following the detonation of a 70- 
kilotonne nuclear bomb at Mururoa atoll 
(May 26). Foreign Minister Bill Hayden 
warned all federal MPs against official con- 
tacts with Taiwan, it was reported (May 29). 
Australia announced normalisation of rela- 
tions with the Soviet Union and lifted all re- 
Strictions on official contacts (May 31). 








INDIA 

Leaders of 14 national opposition and reg- 
ional parties accused the ruling Congress 
party of undermining democratic institutions. 
Nine people died and 37 were injured in 
clashes between Hindus and Muslims in 
Hyderabad, the Press Trust of India said 
(May 28). 


JAPAN 
At least 60 people were killed and 93 were 














sites have shorter-range CCS3 | 
missiles which can reach Mosco 
The new sites will allow; е CSS 
missiles to reach the entire St эр 
Soviet Union, parts of Westin ` 
Europe and east and central’ 


EYES FOR AN ISLAND 
The United States Congress wil _ 
shortly approve the sale of ear 
warning and control aircraft to 
Singapore with little difficulty 

Capitol Hill sources say. The |. 
Pentagon has formally notifie 
congress that it will present ап А 


The Hawkeye. 


offering letter to Singapore on June 
16 for four Grumman E2C Hawkeye 
aircraft. The sale is worth US$601 
million and no loans or credits are 
involved. It will make Singapore the 
only Asian nation other than Japan 
to possess the aircraft, which are a 
modest version of the airborne 
warning and control system known 
as Awacs. The aircraft will be used 
to monitor air and sea traffic 
approaching the Straits of Malacca. 
Pentagon officials view the sale as a 


injured by a strong earthquake and sub- 
sequent tidal waves which hit the northeast- 
ern coast (May 26). 


MONGOLIA 

Thousands of Chinese are being expelled 
from Mongolia after having been given ап ul- 
timatum to move into remote areas or leave 
the country, Western travellers said (May 
26). 


PAKISTAN 

About 200 students clashed with police in 
the Dadu district northeast of Karachi during 
a protest over revision of the university 
examination system, it was reported (May 
26). 


PHILIPPINES 

The National Security Council approved a 
draft military-bases agreement with the Unit- 
ed States, the presidential palace said (May 
29). 


SINGAPORE 

Three people found guilty of the ritual mur- 
der of two children were sentenced to death. 
The United States has guaranteed it will reset- 
tle the latest batch of refugees who arrived in 
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a Liberian cargo ship, United 
officials said (May 25). 


SOUTH KOREA 

Police forcibly took veteran ро 
Young Sam, who has been on hungé 
to hospital (May 25). Nineteen politk 
joined Kim in a hunger strike to press for ta, 
return of democracy for the country, Kim 
aides said. The National Security Planning 
Agency announced that it had uncovered two 
North Korean espionage rings operating in 
Seoul and Chunchon (May 26). Authorities - 
freed Kim from house arrest but he said he 
would continue the hunger strike (May 30). 
About 200 plainclothes police stormed a civil- | 
rights organisation headquarters in Seoul and 
detained three leading dissidents, witnesses 
said (May 31). 






























THAILAND 

Reinforcements were sent to rescue a 40- 
man Thai border patrol trapped by hundreds 
of Burmese rebels in.a village in Mae Hong 
Son near the Burmese,border, Thai military 
sources in Bangkok said (May 25). Deputy 
Prime Minister Pichai Rattakul called for a 
dialogue to increase Thailand's trade with 
Vietnam (May 30). Р 
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an's place among the world's leaders 


tront rank 


/ chancellor in an election in March. 


Occupations of the others 
meeting, when the leaders met without 
their aides, the Japanese prime minister 
spoke forcefully of the need for a strong 
response to prevent the Soviet Union 
from using the Geneva negotiations to di- 
vide the West. After they finished, an as- 
tonished Thatcher reportedly turned to 
Nakasone and commented: ^I didn't 
realise that Japan felt so strongly about 
arms-control issues.” 

If this account is accurate — it was re- 
ported by a member of a European dele- 
gation — it reflects how far Japan now 
concerns itself with the West's traditional 
security issues. At the Bonn summit of 


| cept an agreement with Moscow which re- 





cerned that the US — under pressure from 
the Europeans — will be tempted to ac- 


duces SS20s aimed at Europe by moving 
them east of the Ural mountains, out of 
Europe's range but closer to Japan and 
China. 

But the Williamsburg statement in- 
cludes a line to forestall any such com- 
promise. “The security of our countries is 
indivisible and must be approached on a 
global basis," the document notes. Japan- 
ese diplomats consider this a significant 
achievement, since it is taken as an under- 
taking to negotiate in Geneva for reduc- 
tions in both the 108 SS20s deployed in 
Siberia as well as those deployed against 
Europe. 

Moreover, this position serves the in- 





A. T8 
A royal-style arrival for Nakasone in Williamsburg: an equal place with the West 











scheduled for deployment at the end of 
this year unless Moscow agrees to deep 
cuts in its own arsenal of SS20 inter- 
mediate-range missiles. 

Five of the seven leaders in attendance 
here face elections and an increasingly 
truculent anti-nuclear movement that is 
developing strong anti-American under- 
tones. British Prime Minister Margaret 
Thatcher returned home early to continue 
her election campaign, while US Presi- 
dent Ronald Reagan, Italian Prime Minis- 
ter Amintore Fanfani and Nakasone him- 
self are expected to begin campaigning 
within a year. Helmut Kohl of West Ger- 
many, where much of Europe's anti- 
nuclear activity is centred, was confirmed 
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1978, according to the same source, then 
chancellor Helmut Schmidt of West Ger- 
many asked the Japanese prime minister 
at the time, Masayoshi Ohira, his views on 
the SS20s, which the Soviet Union began 
deploying in Europe in 1977. *He didn't 
know what we were talking about, seemed 


| to have confused it with a computer chip 


and left [Schmidt] quite disappointed,” 
the source said. 


akasone also extracted a commitment 
from his allies not to neglect Japanese 
security concerns in any negotiating strategy 
at the Geneva talks between the US and 
the Soviet Union on intermediate-range 
nuclear missiles. Japan has been con- 








terest not only of Japan, but also of China, 
South Korea and the Philippines, which 
are all potential targets of Soviet missiles 
in Siberia. Tokyo therefore expects its 
achievement in Williamsburg to be ap- 
preciated in other Asian capitals 

Since coming to office last November, 
Nakasone has fought hard to get Japan’s 
security concerns on the table of super- 
power negotiations. Nakasone pressed 
US Secretary of State George Shultz, dur- 
ing his visit to Tokyo earlier this year, to 
approach the Geneva talks from a global 
rather than European perspective 
(REVIEW, Apr. 7). Shortly thereafter 
Reagan publicly declared that the US 
would not accept an agreement on inter- 
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mediate-range nuclear missiles which per- 
mitted “a shift of the threat from west to 
east.” 

Now, Japanese officials say, this posi- 
tion has been accepted in Europe as well, 
despite the fact that it further complicates 
the prospect of reaching an agreement 
with the Soviet Union. Moscow insists 
that the Geneva talks concern Europe 
only; the Soviets reserved the right to 
move missiles east if they choose to do so. 


B: there were other signs of the high 
regard accorded Nakasone at the Wil- 
liamsburg summit: 

» Ashost, Reagan deferred to the Japan- 
ese prime minister to set the tone of the 
summit during the first private session. 
This was a new role for the Japanese, one 
that attests to Reagan's personal liking for 
Japan's leader — who insisted he be called 
Yasu. 

» The summit's carefully staged “photo 
opportunities" often captured Reagan 
flanked by Nakasone and Thatcher, pro- 
ducing a central cameo of political leader- 
ship while others seemed to shift positions 
at random. 





of free trade for both developed and de- 
veloping countries. 

Japanese officials are pleased that 
Nakasone managed to negotiate the mer- 
curial cross-currents of international sum- 
mitry without mishap. Williamsburg will 
no doubt be listed alongside earlier visits 
to Seoul, Washington and Southeast 
Asian capitals, all of which seem to have 
succeeded on the strength of little more 
than Nakasone's distinctive talent for 
communicating with foreign leaders. 

But the price of Japan's new summit 
status will no doubt be an increase in the 
controversy at home over Japan's proper 
defence role. This is the first time that a 
Nato policy has been endorsed at the high- 
est level by France — which is not à 
member of the Nato command — and 
Japan, which is not a member of Nato at 
all. This can only aggravate criticism in 
Japan that Nakasone is dangerously pro- 
voking the Soviet Union by integrating 
Japan into the Western alliance. 

At the same time, the Williamsburg 
statement commits the seven leaders to 
nothing more than the 1979 decision by 
the Atlantic alliance to pursue a “two- 
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» Atone point — again when the leaders 
were alone — Nakasone unexpectedly in- 
troduced the theme of cancer research and 
genetic engineering, stressing that their 
potential for improving human welfare 
can be fulfilled only if political leaders in 
the advanced countries are personally 
mindful of the equally enormous potential 
for evil and abuse. “He spoke with a per- 
sonal conviction that surprised and moved 
everyone,” commented one of the leaders 
present. 

» Nakasone also managed to deflect the 
threat that Japan's trade policies would 
become a convenient scapegoat for disag- 
reement — indeed, he managed to come 
forward as one of the strongest promoters 
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Thatcher with Reagan and Nakasone: she was surprised. 








track" policy of negotiating missile reduc- 
tions with the Soviets in Geneva while 
standing by a timetable for deployment of 
US missiles in Europe if these negotia- 
tions fail. Moreover, Nakasone has man- 
aged to modify this policy to reflect Asian 
security concerns. 

Senior Japanese officials maintained in 
interviews that the Soviet build-up in East 
Asia cannot be dealt with in isolation from 
the tensions in Europe, and that a broader 
strategy increases Japanese leverage on 
Washington to get its arms-control 
policies accepted. The US, however, is 
now anxious to see whether Nakasone will 
be as successful selling this logic in Tokyo 
as he was in Williamsburg. 














SOUTH KOREA 


Starving for 
democracy 


A hunger strike by an 
opposition leader fans 
anti-government protest 


By Shim Jae Hoon 

Seoul: The government's decision on 
May 29 to lift a house-arrest order on op- 
position leader Kim Young Sam and to 
allow him freedom to travel abroad may 
temporarily ease tension among campus 
dissidents here and end hunger strikes by 
Kim's supporters. However, Seoul's prob- 
lems with the opposition are by no means 
over. Kim, who began his own hunger 
strike on May 18, had been forcibly re- 
moved from his home by government au- 
thorities on May 25 and taken to hospital 
in a move aimed at ending his strike. He 
continued to refuse nourishment or medi- 
cation, however, and even after the 
house-arrest order was lifted, Kim vowed 
to continue his protest until democracy 
was restored in the country. 

Kim's decision to mount a non-violent 
struggle at this time has disturbing impli- 
cations for the government of President 
Chun Doo Hwan: a gathering storm of 
protest on the human-rights front, accel- 
erated by Kim’s action, is expected to lead 
to increased anti-government activities, 
shattering the political lull that has en- 
veloped South Korea for the past two 
years. Five days after Kim’s hunger strike 
began, 19 opposition politicians, including 
New Democratic Party (NDP) leaders, 
joined Kim in the strike, but they were ex- 
pected to end their protests to rally sup- 
port for his struggle. House-arrest orders 
for these politicians were lifted with Кіт’, 

Kim’s protest coincided with the third 
anniversary of the civil uprising in 
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Ops. 
belled after Chun arrested Kim 
g., the former opposition presi- 
andidate who had symbolised po- 
issent against the authoritarian re- 
f the late president Park Chung Hee 
1970s. 

a five-point manifesto circulated to 
oreign press on May 2, Kim Young 
demanded full restoration of demo- 
ic institutions, including freedom of 
press and a system of direct election of 
president. To make this possible, he 
ed that the present constitution, 
opted by Chun following a national re- 
rendum in 1980, be rewritten. 

The manifesto was a clear sign that 
Kim, who was president of the now dis- 
banded NDP, was not recognising Chun's 


SINO-SOVIET RELATIONS 







legitimac y: IS. t. It Si 
Chun nor his ртт backe! 
quish their hold on government even after 
the president's current term expires in 
1988. In a separate statement announcing 
his hunger strike, Kim declared: “I know I 
may lose my life in the course of this 
hunger strike, but if it led to democratisa- 
tion [of South Korea], I would consider it 
my last service to the country." 

The government was caught by surprise 
by Kim's action, but it was clear from the 
beginning that the Seoul authorities would 
try to prevent him from continuing his 
fast. After the experience with Kim Dae 
Jung, who left for exile in the United 
States in December 1982, Seoul did not 


. want another political martyr on its hands. 


On the eighth day of his strike, an 
emaciated Kim, who had lost 8 kgs, was 


Old game, new moves 


Moscow may be raising the stakes with China 
— and trying to exploit rifts within Peking 


—.. By David Bonavia 
Peking: The latest development in the 
war of nerves between China and the 
— Soviet Union is the exodus of possibly 
| $8,000 Chinese citizens from the Soviet- 
í dominated Mongolian People’s Republic. 
: According to witnesses, Mongolian bor- 
E der guards deliberately humiliated the de- 
n parting Chinese by confiscating their 
i watches, spare clothes and other belong- 
| ings. The people who were expelled — or 
rather forced to choose departure rather 
than face deportation to remote parts of 
Mongolia — were received quietly on the 
Chinese side, and left the train at 
Zhuangjiakou, before it reached Peking. 
Ё In the absence of any rational motive 
for this dispossession of the Chinese in 
Mongoli 
tion workers and vegetable farmers who 
had lived there since the 1950s — the 
° move seems to be a ploy by the Soviet 
Union to see what mood Peking is in, and 
how it will retaliate. China reacted vehe- 
mently in 1978 when large numbers of 
ethnic Chinese were expelled 
from northern Vietnam or fled 
from cities in the south, rather 
than be forced to enter com- 
munes little better than labour 
camps. The expulsions were a 
major factor in China’s deci- 
sion to attack- Vietnam in the 
16-day war of early 1979. 
ie The new Soviet party leader, 
f Yuri Andropov, has behaved 
\ unexpectedly in certain impor- 
tant fields of Soviet foreign po- 
licy, and may be raising the 
Stakes in the slow process of 
normalisation of state-to-state 
relations with China in order to 
force the latter to accept either 
a faster pace of reconcilia- 
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tion, or renewed confrontation оп (ће 
border. 

The Chinese leadership is also believed 
to be reassessing the Soviet Union's war 
strategy under Andropoy, and is heading 
towards the conclusion that Moscow 
might still attack China without using nu- 
clear weapons. Chinese strategists believe 
the late Nikita Khrushchev went badly 
wrong in the 1960s when he concentrated 
efforts on building up the Soviet Union's 
strategic nuclear-weapons stockpile at the 
expense of conventional forces. Judging 
by statements in the media here, they 
think the late president Leonid Brezhnev 
worked things out better by increasing the 
Soviet Union's long-range conventional 
warfare capacity so that a major war could 
still be fought without the use of nuclear 
arms. 

Andropov is still something of an un- 
known quantity when it comes to global 
strategy, but he has shown a certain flexi- 
bility in considering Moscow's strategic 


ospital. "түт" : 
The hunger strike was never mentioned 
in the government-controlled press. Re- 
ports only described the episode as a “re- 
cent political situation" or a “pending po- 
litical issue," leaving readers to make their 
own guesses. But rumours in Seoul travel 
fast. And soon, Christian churches, which 
have been sympathetic to dissident causes 
in South Korea, and students began to 
seethe. 

Most embarrassed by the situation was 
the Democratic Korea Party, which is the 
largest of the minority political groups 
supporting Chun's legitimacy, but which 
also espouses many of the reforms that: 
Kim is demanding. Party leaders huddled 
with pro-government groups urging the 
government to release the 56-year-old 





options, which from China's point of view 
would make it, uncertain whether he 
would one day strike at China with nuclear 
or conventional arms, or eschew any at- 
tack. So the Chinese must keep their own 
responses under constant review. 

Mikhail Kapitsa, Moscow's leading 
Sinologue and head of the Soviet team at 
the Sino-Soviet negotiations, is playing 
things cool by showing no signs of wanting 
to start the stalled talks up again. The 
Soviets are likely to be probing for inter- 
nal divisions in China, especially between 
the People's Liberation Army and the 
communist party. These divisions will al- 
most certainly become sharper after the 
resignation, death or incapacitation of 
elder statesman Deng Xiaoping, who is 
now 78. 


М: straws in the wind point to the 
fact that Moscow would be prepared 
to do a deal with China, on the lines that 
Soviet troops would be pulled out of Af- 
ghanistan, support for Vietnam would be 
toned down, and China in its turn would 
reduce the level and vociferousness of its 
support for the Democratic Kampuchea 
coalition seeking to expel the Vietnamese 
from Cambodia. Moscow would also want 
a big increase in its trade with China as 
part of any such deal. 

Moscow is already pleased with the 
growing rift between China and the Unit- 
ed States and irritants in Peking’s relations 





Brezhnev; Andropov; Krushchev: differing strategies. 
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ITT Kim. The party is worried about its image | 


as a sham opposition which in fact toes the 
overnment line, and has been criticised 
or failing to press Chun to make demo- 
cratic reforms. 


he tense situation has developed amid 

a rising tide of campus protest this year. 
Church sources said the government had 
detained 355 people, mostly students, on 
political grounds and had placed scores of 
alleged dissidents under house arrest on 
the third anniversary of the Kwangju up- 
rising. Notable among the human-rights 
activists under house arrest were Pre- 
sbyterian minister Pak Hyong Kyu, 
Methodist minister Moon Ik Hwan, 
Quaker leader Ham Sok Hon and former 
professor Lee Mun Yong. Some of the de- 
tained had been scheduled to appear as 


with some other Nàto countries. China 
would also be expected to come down off 
the fence over Japanese rearmament and 
oppose it strongly, whereas in the 1970s 
Peking showed signs of thinking that a 
new, militarily strong Japan might be à 
good thing. 

The Soviet press in the not-too-distant 
past has dwelt on the sacrifices which the 
underfed and badly provided-for Soviet 
people were making to prop up the regime 
of Afghan President Babrak Karmal. And 
the apparent maverick denunciation re- 
cently of the Soviet role in Afghanistan by 
a Radio Moscow announcer is quite likely 
a ploy by Andropov to play up the un- 
popularity of the Af- 
ghanistan operations. 
Such deviousness 
would be well within 
the limits of the 
former head of the 
KGB. 

In other words, it 
looks as if the Soviet 
Union is thinking of 
using in Afghanistan 
the former American 
formula for Vietnam 
— announcing that 
overall victory has 
been achieved, then 
quitting and letting 
local insurgent forces 
dispose of the once 
propped-up regime. 

If Moscow is trying 
to seek out rifts in the 
Chinese military-political leadership, this 
is a good time to look for them. Deng and 
his supporters have been consciously ap- 
plying a tactic of reducing the political 
power of the PLA and its commanders, 
and lowering their prestige in the eyes of 
the general public. : 

The most recent slap on the wrist for the 
PLA has been the handing over to the 
newly formed People's Armed Police 
Force of the responsibility for guarding 
the national flag, mounting sentry duty at 
foreign embassies and sensitive installa- 
tions, and ensuring civil order in the cities. 
The sentries outside embassies now are 
the same young men as before, but a little 
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poc the rally to be held in 
wangju. 

Between January and May, campus 
peace was broken on at least 26 occasions 
as students sought to pressure the govern- 
ment into relaxing political controls. But 
all the demonstrations were blocked be- 
fore they could reach the streets; sources 
put the number of students arrested so far 
this year at about 50. Alleged ringleaders 
are put on trial and upon conviction are 
given prison sentences of up to three 
years. Ordinary participants in such de- 
monstrations are immediately conscripted 
for three years of military service. The 
number of demonstrations and arrests is 
said to be double that in the same period 
of 1982. 

Rumours that Chun might prolong his 
term of office have strengthened criticism 


self-consciously wearing caps which bear 
the national emblem — a picture of the 
Tiananmen gate — which is associated 
with civil, not military power. 

The appointment of the armed police to 
guard the national flag — which white- 
gloved members of the force took over 
formally on Tiananmen Square on May 1 
— seems to be a deliberate put-down of 
the PLA with its pretensions to protecting 
the revolutionary traditions of the late 
chairman Mao Zedong and his battle-har- 
dened guerillas. It would at present be 
going too far to compare the armed police 
in China with the Soviet KGB armed de- 
tachments, which guard the Soviet 





Chinese Luda class destroyer: price or politics? : 


Union's frontiers and put down civil dis- 
turbances. But both these functions in the 
Soviet Union serve to symbolise that the 
armed forces remain firmly under the con- 
trol of the party, and that is clearly what 
Deng intends to be the state of affairs in 
China. 


he demotion of the PLA from the role 

of formal guardian of Chinese 
socialism is taking place to the accompani- 
ment of a campaign to make Chinese sol- 
diers smarter in their appearance, better 
educated in culture and technology, and 
more specialised in their military roles — 
“regularised,” as the new jargon has it. As 


by the opposition. And from the 


ment's point of view, this dissent could not 
have come at a worse moment. The South ` 


Korean National Assembly has won, 
against North Korean objections, the 
right to host the 70th Inter-Parliamentary 
Union conference in October — and part 
of the reason for having the meeting here 
was for South Korea to show the world its 
political stability. 

It is not clear how Chun will deal with 
Kim Young Sam's challenge. The possibil- 
ity of sending him to exile in the US is 
being ruled out, partly because Kim him- 
self is said to be strenuously resisting such a 


move. And with Kim Dae Jung now voc- 1 


iferously criticising the Chun government 
from Washington, officials here would not 
want Kim Young Sam to add his voice 
there. In] 
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for their function as nationwide social 
models, it is being replaced by a more low- 


key, role as the builders of “civilised vil- _ 


lages" in the countryside — bringers of 
hygiene, mechanisation and technical 
knowledge to the peasants. 

This will be galling for the PLA, which 
has stood out against the so-called respon- 
sibility systems in the countryside, be- 
cause while these systems make the peas- 
ants richer, they are held to go against 
Mao's programme which produced more 
PLA recruits but less grain. 

The question of buying foreign military 
equipment is obviously still unsolved. The 
PLA was evidently keen to buy British 
missiles and electro- 
nic systems (ог 
Chinese Luda class 
destroyers. But the 
proposal was 
knocked down at the 
last moment, presum- 
ably on the instruc- 
tions of Deng, be- 
cause the equipment 
was too expensive. 
Or was it because the 
navy had not earned 
it by falling into line 
politically? 

Meanwhile, (ће 
most experienced po- 
litical manoeuvrer 
among the powerful 
regional military 
commanders, Gen. 
Li Desheng, has de- 
clared himself an anti-leftist and adopted a 
position on social and political affairs 
which is to the Right of even Deng's. In a 
signed press article, Li, who is commander 
of the vital northeastern military region 
centred on Shenyang, mocked the Left- 
conservative commanders who had 
frothed at the mouth over the sight of bell- 
bottomed trousers being worn by young 
Chinese civilians. 

Now, in the latest sign of the 
times, the security guards at one of Pe- 
king's big international hotels are sporting 
red-stripped ties and cream-coloured, 
Western-style suits — with bell-bottomed 
trousers. a 
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“There's not another engineering 
construction company that has the 
broad base Kellogg Rust has. No one 
can equal our diversification. 


“May we tell you more? dg 





Kellogg Rust – а two year old organization built upon 
200 collective years of diversified engineering, con- 
struction and project management success. Kellogg 
Rustisa pb e of Rust International and 
The M. W. Kellogg ep зү 

Kellogg Rust— created to manage megaprojects 
and to provide engineering, procurement, construc- 
tion and management services for projects of all sizes 
in almost every industry worldwide. 

Kellogg Rust — in Algeria. Kellogg transformed a 
fishing village into a large LNG processing and export- 
ing facility with a complete modern town for 5,000 people. 
In Virginia. Rust International turned waste into energy — 
efficiently. By designing and installing a wastewood- 
fueled boiler with no plant downtime, saving millions 
in fuel costs. 

Kellogg Rust — everywhere. In pulp and paper, energy, 
power, chemicals, petrochemicals, pharmaceuticals, 
enhanced oil recovery, process work for off- 
shore platforms, oil refining, fertilizers, 
ferrous and nonferrous metals, food, P 
tobacco and more. If you would m 
care to know even more, E 
please contact us. We have 
alot to tell you. 





Robert W. ,CEO 
: Kell Rust Inc. Peer 
Three Greenway Plaza East Hous on, Texas 77046 
Telephone (713) 960-2000 Те1ех 762556 — 







The M. W. Kellogg Company/Rustinternational Corporation 
Kellogg Rust Synfuels Inc./KRI Constructors Inc, 
Kellogg Rust Constructors I. 





Kellogg Rust is one of Thé 
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Rough justice in Jakarta 


A murder canon go against criminals and ex-convicts, 


started in provinc 


By Susumu Awanohara 


Jakarta: It appears that the systematic 
killing of criminals and so-called potential 
criminals, which started last year in East 
Java and was taken up in Jogjakarta and 
several cities in Central Java earlier this 
year, has finally reached the nation's capi- 
tal. Most victims have been ex-convicts 
who were apparently shot in cold blood. 
Outside Jakarta, either the police or the 
local armed forces command was openly 
involved in the anti-crime campaigns. In 
Jakarta, nobody is claiming responsibility 
for the killing, but there are strong hints 
that here, too, the armed forces are be- 
hind the operation. 

Given the rising tide of crime and the 
obvious failure of existing law-enforce- 
ment mechanisms to cope, the anti-crime 
campaigns.are extremely popular. But 
there are those who fear that they may 
lead to a further breakdown of law and 
order and to more widespread violence. 

The campaign in East Java, which 
claimed the lives of at least 200 ex-convicts 
according to one account, was launched 
after the general election of May last year. 
Experts confirm that the crime rate in the 
area was rising and the type of crime was 
getting nastier. But they add that the tim- 
ing of the campaign may also have been 
related to the political ambitions of its 
originators. The East Java campaign was 
run by the police, which in Indonesia is a 
branch of the armed forces, and was consi- 
dered a great success. The crime rate 
dropped drastically. In the process it was 
alleged that some reformed ex-convicts 
were made victims. 

The campaigns in Jogjakarta and Cen- 
tral Java were started after President 
Suharto formed a new cabinet in March. 
In Jogjakarta alone, more than 50 known 
or alleged criminals were killed by mid- 
May, reports said. The district military 
command called on criminals to surrender 
themselves and claimed later that those 
who were shot dead had refused to give 
themselves up or had tried to escape after 
arrest. It was also reported that some 
“angry masses” participated in the killings. 
In one instance, suspected criminals who 
had been rounded up by the authorities 
were paraded around small towns and vil- 
lages near Jogjakarta at the demand of the 
roaring crowd. 

The "mysterious shootings" of ex-con- 
victs in Jakarta seem to have begun a few 
months ago, but their number increased 
dramatically in May. One morning in mid- 
May, at least 11 corpses of known or sus- 
pected criminals, most of them ex-con- 
victs, were found with multiple gunshot 
wounds. The total for the month of May 
was more than 20, and for the January- 
May period about 40, according to re- 
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al cities, has now reached the capital 


ports. Investigations by newspaper repor- 
ters showed that many of these victims 
were last seen with a group of "short- 
haired” and sometimes “athletic-looking” 
men. In some cases, witnesses to the 
shootings claimed they did not hear shots, 
suggesting the use of silencers. Doctors 
who performed autopsies on many of the 
bodies said that almost all were apparently 
shot at point-blank range. 

The authorities are silent. The Jakarta 
police chief said there was no shoot-to-kill 
order and claimed ignorance as to who 
was responsible for the shootings. The 
commander of the Jakarta military region, 
Maj.-Gen. Try Sutrisno, said the same 
thing, though he added that only wrong- 
doers need worry about the shootings. 
The commander of the armed. forces, 


Armed police: an unofficial crackdown? 


Gen. Benny Murdani, suggested that the 
deaths were perhaps the results of fights 
among competing gangs. He stressed that 
Indonesia was a constitutional state and 
that all actions taken by the authorities 
would be based on relevant laws and regu- 
lations. Security organs would shoot at cri- 
minals only if they resisted, Murdani 
added. 


here is a great deal of scepticism about 

such explanations. For one thing, the 
circumstances surrounding the Jakarta 
shootings are very similar to those in Jog- 
jakarta and other cities. For another, 
some top military officers had suggested 
that the Jogjakarta campaign would be ex- 
tended to other cities. The head of the de- 
fence command covering the island of 
Java and until recently also commander of 
the Kopassandha army commando corps, 
Lieut-Gen. Yogie Memet, was among 
such advocates. Finally, Justice Minister 
Ali Said admitted that the deaths of crimi- 





nals could be a result от an operation Dy 
security organs. Some local observers are 
convinced that a detachment of Kopas- 
sandha has been involved in the Jakarta 
campaign but it has been impossible to ob- 
tain any confirmation of this. 

A metaphor advanced by Ali Said is 
that of a doctor who has reached a deci- 
sion to amputate a limb to save the pa- 
tients life. The minister added that the 
death of scores of criminals was insignific- 
ant compared to the possibility of many 
thousands of people falling victim to their 
criminal deeds. 

As was the case in other parts of Java, 
the killing of criminals and "potential cri- 
minals" in Jakarta seems to be achieving 
its objectives. Anybody who feels he may 
be in jeopardy is terrorised and lying low 
in the absence of reliable legal protection. 
Some have gone to the Jakarta Legal Aid 
Institute or to MPs to seek assistance, but 
obviously not much can be done for them. 
Meanwhile, those normally the víctims of 
organised crime — shopkeepers, haw- 
kers, taxi drivers and the like — are grate- 
ful for the marked drop in criminal activi- 
ty. Citizens who had been concerned 
about the increase in armed robberies 
throughout the city generally welcome the 





results of what appears to be another anti- 
crime campaign. 

Despite the public's support for the 
campaign, it still indicates that there is a 
breakdown of law and order. As in many 
big cities of the world, criminals in Jakarta 
had learned to co-exist with the legal sys- 
tem, comprising the police, the pro- 
secutors and the courts. This was de- 
monstrated, for example, when political 
parties hired gangsters during election 
campaigning last year to do *dirty tricks" 
for them: the criminals had found a niche 
in Jakarta society. 

Now the balance between crime and the 
legal system is being broken and the sys- 
tem is reacting to the rise of crime to an 
unacceptable level, some observers be- 
lieve. Crime may have increased as a re- 
sult of economic difficulties, as Murdani 
himself has suggested. The strains of re- 
cession and growing unemployment are 
showing, exacerbated by the ill-timed po- 
licy to clear the Jakarta streets of un- 
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` respected arme 
suffering from a drop i in morale, particu- 





larly in the lower ranks. The police in 
Jakarta are understaffed to begin with and 
have difficulty coping with any increase in 
crime. A new penal code, which is consi- 
dered an improvement on the previous 
code by civil libertarians, coupled with 
prosecutors and justices who have been 
criticised for not exercising fully powers 
which are vested in them, has made it less 
likely that criminals are properly punished 
before they are back on the streets. 
Another complaint is that lower-ranking 
policemen who deal directly with crimi- 
nals are not given a fair share of the spoils 
that sometimes result when criminals buy 
their way out of trouble, one source here 
said. 








By John McBeth 

Bangkok: There are few. people whose 
names have evoked more feeling in con- 
temporary Thai politics than that of the 
late prime minister and one-time regent 
Pridi Banomyong, Even after his death in 
Paris on May 2, the controversy surround- 
ing his life and the circumstances that 
forced him to flee his homeland have 
lingered on, and it will probably continue 
to do so in lecture rooms and group discus- 
sions, if not in the corridors of power. 

The government has not heeded 
calls by students and intellectuals to ar- 
range a state funeral for the elder states- 
man, but it did give the go-ahead for a 
monument to be built in his honour — as 
long as it was financed by public donations 
in accordance with past practice. The fund 
will be launched on June 27, the 51st an- 
niversary of the day Thailand got its first 
constitution. 

Pridi’s death from а heart attack 
sparked a flood of articles on him in Thai- 
language newspapers and magazines, and 
one local publishing house redistributed a 
291-page hard-cover book entitled Pridi 
Banomyong and the Making of Thailand's 
Modern History — а sympathetic look ata 
man whom author Vichitvong Na Phom- 
bhejara asserts suffered far more than any 
figure in Thai public life. 

Despite his long absence from the poli- 
tical scene, Pridi left behind him an army 
of followers which acted as a bridge be- 
tween the older and younger generations, 
thus ensuring that his place in history 
would be preserved. 

Pridi was the founder of and intellectual 
force behind the People's Party (PP). 
which overthrew the absolute monarchy 
in June 1932 and was the principal ar- 
chitect of the country's first constitution. 
The following year, however, he intro- 
duced a bold, socialist-flavoured econo- 
mic plan which alarmed conservatives in 
the party and led to accusations that he 
was a communist. Sent into semi-exile, he 
returned two months later after a military 
coup and was subsequently cleared of the 
charges by a special parliamentary com- 
mittee. 

Among his accomplishments in the 
1930s, when he served successive terms as 
interior, foreign and finance minister, was 
the founding of Thammasat University, 
the focal point for political change 40 
years later and which today is still by far 
the most socially conscious of the coun- 
try's institutions of higher learning. He 
also restructured government administra- 
tion, abolished unfavourable treaties 
which infringed on Thailand's sovereign- 
ty, and laid the groundwork for the estab- 
lishment of the Bank of Thailand, the cen- 
tral bank. 












E libertarians as well as concerned 
citizens and politicians, who say they 
are often accused of "thinking too much" 
and of being *weaklings," admit that they 
have no popular short-term alternatives to 
offer. Nonetheless, they are greatly upset 
that the ideals of the presumption of 
innocence and the rule of law are being 
trampled upon. They warn, too, that tak- 
ing the law into one's own hands, however 
well-intentioned, can lead to a more seri- 
ous social breakdown. There is also a risk 
that ex-convicts who are convinced that 
ре are on à hit list may retaliate. It is also 
that those who are now grateful for 
- the disappearance of their extortionists 
may find their saviours demanding more 
and more from them as time passes. 
There is also fear that killing of crimi- 
nals may lead to similar killings among 
other groups of people and that official ac- 
ceptance — or sponsorship — of violence 
will lend it legitimacy. “We are just one 
step before political killings," said one 
lawyer. In this the lawyer reflected con- 
cern that the experience of 1966-68, when 
violence was initiated by well-defined po- 
litical and social groups, will be repeated. 
But violence, even if it becomes wide- 
spread, will probably be disorganised and 
will not be ideologically based, at least not 
in comparison to the wave of violence wit- 
nessed in the mid-1960s. The armed forces, 
now headed by a new generation of tough, 
uncompromising professionals, will prob- 
ably be able to control it before it gets out of 
hand, as it did in the 1960s, observers said. 
But this will be a step backwards for In- 
donesia's democracy. Contempt for legal 
and political processes will be more 
marked in the future, while the exercise of 
power will become more starkly coercive, 
it is feared. The critics of the anti-crime 
campaigns are calling on the authorities to 
achieve a greater degree of social justice, 
notably a more equitable distribution of 
income and wealth, and to continue their 
efforts to overhaul the legal system. In- 
creasing public awareness of the legal sys- 
tem and establishing more firmly the rule 
of law are stated government policy. Cri- 
tics are hoping these efforts may offset 
what they view as the damage caused by 
the crime-fighting campaigns. 
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The legacy lingers 


Controversy surrounding the life of the late statesman 
Pridi Banomyong persists even after his death 


—— 


E 


Shortly after Japanese troops occupied 
Thailand in December 1941, Pridi ten- 
dered his resignation from the govern- 
ment and was appointed to the Regency 
Council, originally formed following the 
1935 abdication of King Prachathipok. It 
was at this time he formed the Seri Thai 
(Free Thai) underground movement 
which, along with his emergence as the 
sole гереп! in 1944, was to consolidate his 
political power in the immediate post-war 
years. 

King Ananda Mahidol, elder brother of 
King Bhumibol Adulyadej, ascended the 
throne in 1945 on his 20th birthday, and 
the regency was abolished. But Pridi — 
then only 45 — was given the title of elder 
statesman, a job which authorised him to 
act as adviser to the monarch and parlia- 
ment on national affairs. 


he resignation of prime minister and 

fellow PP member Field Marshal Pibul 
Songkram in August 1944, over the failure 
of a parliamentary bill for moving the Thai 
capital to northern Petchabun province, 
marked the first time civilians had wrested 
power from the army, but it was a short- 
lived victory. 

Beset by economic problems and under 
attack over allegations of corruption and 
inefficiency, the succeeding Khuang Ab- 
haiwong government collapsed in March 
1946, leaving the premiership unexpec- . 
tedly in Pridi's hands. Then in June of that 
year, Ananda was found shot dead in his 
bed, a tragic event that led to Pridi's resig- 
nation two months later and to his flight 
from the country after the November 8, 
1947, coup. 

Rumour and mystery still surround the 
episode, but Pridi's opponents refused to 
accept the government's explanation of an 
accident in Ananda's death, and suspi- 
cions spread that Pridi himself was some- 
how involved. A number of historians be- 
lieve the investigation into the death was 
mismanaged and that this fuelled the 
speculation that followed. 

But as Vichitvong argues in his book: 
"There is little doubt that the conserva- 
tives’ campaign to eliminate Pridi 
Banomyong from the political scene by 
using the case of King Ananda Mahidol's 
death as a weapon was motivated, not by 
the belief or even suspicion of Pridi's in- 
volvement in the tragic incident, but by 
the apprehension of his disciples’ influ- 
ence in Thai politics." 

The author speculates about the exis- 
tence of "some disguised force, perhaps 
since June 1932, to keep on mercilessly 
condemning the unfortunate man until the 
end of his life, or perhaps even after his 
lifetime." ш 
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AFGHANISTAN/PAKISTAN’S VIEW 


All eyes are on Islamabad 


Diplomatic activity in the capital grows as the Zia government’s 
role in the Afghan negotiations appears increasingly important 


By Rodney Tasker 

Islamabad: As a capital built to accom- 
modate diplomatic missions, government 
ministries and offices of international as 
well as national agencies, this infant city 
has always given Pakistan a deceptively 
cosmopolitan face. Chauffeur-driven 
limousines, many with foreign banners 
flying, seem to outnumber more modest 
vehicles cruising along the hushed 
avenues, Social life revolves around dip- 
lomatic parties or embassy clubs, and 
everyone speaks English. 

But even by Islamabad standards, inter- 
national activity here seems to have 
picked up of late. Hardly a week goes 
by when the Pakistanis are not hosting 
an important foreign delegation, whether 
it is a visiting foreign minister and 


his party, an American congressional de- 
legation, Chinese military officials, West- 
ern or Japanese businessmen, United Na- 
tions or World Bank teams or — probably 
the most numerous — Islamic groups from 
the Middle East (page 52). 

Why is Pakistan attracting so much at- 
tention these days? A substantial part of 
the answer lies over the country's western 
border in Afghanistan, where an army of 
more than 100,000 Soviet troops, using 
some of Moscow's most modern 
weaponry, is helping the Babrak Karmal 
regime, which it installed in December 
1979, to subdue a popular rebellion by 
Muslim guerillas. 

The prolonged Soviet occupation of Af- 
ghanistan has made Pakistan realise who 
its friends are. But in turn, Pakistan's 
allies are anxious that Islamabad should 
recognise who its potential enemies are 
and treat them accordingly — not only for 
the country's sake, but for the sake of the 
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whole strategically important region. 

More specifically, current concern 
centres on Pakistan's role in the continuing 
series of indirect negotiations with Kar- 
mal’s regime in Geneva, being conducted 
by the United Nations secretary-gen- 
eral's special envoy, Diego Cordovez. The 
third round of talks is scheduled to start on 
June 16. It is widely expected that the talks 
will be crucial, with Afghan Foreign 
Minister Shah Mohammad Dost — evi- 
dently acting as something of a front-man 
for invisible Soviet advisers — likely to 
start putting real pressure on his Pakistani 





counterpart, Yaqub Khan, to com- 
promise. 
Pakistan's friends, particularly the 


United States, China, Saudi Arabia and 


Dost; refugee children: hopes for a safe return home. 


Britain, appear worried that the Pakis- 
tanis might begin to cave in to the Soviets. 
An indication of this would be if Is- 
lamabad agreed to persistent attempts by 
the Afghans and their Soviet backers to 
persuade Pakistan to deal directly with the 
Karmal regime — a regime which the 
Pakistanis have steadfastly refused to re- 
cognise while Soviet troops remain in Af- 
ghanistan. 


oth sides in the talks have recently 

been making positive public statements 
suggesting an agreement in Geneva is 
within grasp. That sends nerves tingling in 
Peking, Washington and elsewhere. 
Yaqub has sounded particularly up-beat. 
And Soviet Ambassador to Islamabad Vi- 
taly Smirnov was quoted by a Pakistani 
newspaper on May 19 as saying he was 
hopeful of an early settlement of the Af- 
ghan issue. Cordovez himself has said 
since the end of the second round of 


Geneva talks earlier this year that 95% of 
the ground towards a solution had been 
cleared. “If that's the case, we can only as- 
sume that the remaining 5% comprises all 
the most crucial issues," commented one 
Western diplomat in Islamabad. 

Pakistani officials, well aware of others' 
concern that they may capitulate to the 
Soviets or make unwise compromises, 
have been going out of their way to make 
reassuring noises. This was one of 
Yaqub's briefs during his tour of all five 
UN Security Council permanent members 
and Saudi Arabia, which he began in mid- 
May. 

The situation has drawn even more in- 
ternational scrutiny of Pakistan's military 
strongman, President Zia-ul Haq, and his 
six-year-old martial-law regime. It is not 
just his handling of the Afghanistan issue 
which is being monitored, but the stability 
of his brittle regime, which has survived 
without elections and, therefore, with no 





certainty of endorsement by the people. 

Domestically, Pakistanis are waiting for 
an announcement which Zia has said he 
will make by August 14 — Pakistan's inde- 
pendence day — outlining fresh details of 
his political programme. It is bound to be 
heavily influenced by his intensifying Is- 
lamisation campaign. Among other issues 
which Zia has on his plate is the huge bur- 
den of accommodating the world's largest 
refugee population: the 3 million Afghans 
who have fled their country, most of them 
since the Soviet invasion, and are now in 
Pakistan's North-West Frontier Province 
(NWFP) and Baluchistan. 

Diplomats and even some of Zia's 
sworn political opponents agree that the 
president is no lightweight, either as a 
politician or statesman. He is shrewd and 
tough and, from a narrow-visioned army 
man, has grown into his presidential role 
— even though, as one cynic observed, 
this means he now lies much more com- 
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ЛУ and Comi ‹ hen i ary. 

In his handling of the delenie negotia- 
tions with the Afghans and their Soviet 
sponsors, Zia often sounds as positive 
about an imminent breakthrough as his 
foreign minister. But informed sources 


_ Say such statements are meant for interna- 
- tional consumption. Privately, Zia is as 


realistic about the prospect of shifting the 
Soviets from Afghanistan as anyone. In an 
interview with the REVIEW (page 26), 
Zia's tone, when describing the problems 
involved in the Afghanistan talks, tended 
to reflect more pessimism than optimism. 

At the Geneva talks, the Pakistanis' 
main priority is to agree on conditions 
under which the Soviets feel they can with- 
draw their troops.from Afghanistan, as 
called for by the UN General Assembly in 
three successive votes on the issue since 
the invasion. Pakistan is pushing for the 


| Soviets to agree to a fixed time-frame for 
- this. As the Pakistanis see it, such a deve- 


lopment would allow the Afghan refugees 
to return home safely and for a new gov- 
ernment — one wltich they agree must be 
friendly towards Moscow — to be formed 
in Kabul. 

For the Soviets, the main issue — at 
least ostensibly — is that there should be 
guarantees of non-interference and non- 
intervention in Afghanistan by Pakistan 
and other outside powers. What the 
Soviets have їп mind is the alleged 
sanctuary, training and equipping pro- 
vided by Pakistan to the mujahideen 
guerillas, a hydra-headed Islamic rebel 
movement which has been waging an 
armed campaign against successive Mar- 
xist governments in Kabul since 1978 and 
whose lightly armed guerillas are now pit- 
ted against thé might of the Red Army. 
The Soviets also want arms supplies which 
clandestinely reach the mujahideen 
through Pakistan from Egypt, China, the 
US and elsewhere to stop. 

The Pakistanis are quite prepared to 
pledge non-interference and non-inter- 
vention if that is what the Soviets want. 
But they face the problem of enforcing 
this by trying to seal off their almost un- 
sealable, desolate and wild areas border- 
ing Afghanistan. Both sides are negotiat- 
ing for the nomination of international 
guarantors for such non-interference. The 
Soviets want China and the US to fulfil 
this role, while the Pakistanis want to in- 
clude the other permanent members of 
the UN Security Council and Moscow it- 
self. Islamabad feels this would effectively 
inhibit the Soviets from returning to Af- 
ghanistan again if they withdraw now. 


he central issue. is how sincere the 
Soviets are in their professed desire to 
withdraw from Afghanistan. The longer 
they remain in the country, the worse their 
relations with Western and Muslim coun- 
tries will become. It is also incurring for 
Moscow a loss of lives — 15,000 casualties 
so far, according to: US estimates — and 
an estimated US$2- 2.5 billion in lost 
equipment. 
When Zia met Soviet leader Yuri An- 
dropov at the funeral of his predecessor, 
Leonid Brezhnev, in Moscow last year, he 
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was impres ssed by what he 

ing to reliable. чч far from ену 
the expected threatening stance of warn- 
ing Pakistan of the consequences of its al- 
leged support for Afghan rebels, An- 
dropov adopted a conciliatory approach. 


He said that the Soviets wanted to with- | 


draw, but could not do so until Pakistan 
took certain actions to stop outside inter- 
ference. 

Zia still harps on Andropov's words 
about a desire to withdraw, but whether 
he believes this or not, West European 
leaders who have met Soviet leaders since 
then have been given a far harder Moscow 
line on Afghanistan. Those in the interna- 
tional community who believe the Soviets 
are in Afghanistan permanently point to 
the argument that without a Soviet pre- 
sence, the Karmal government would be 
quickly overthrown and, if the mujahi- 
deen had their way, an Islamic govern- 
ment would take its place. Given the 
Soviet jitters about any Islamic revolution- 
ary influence among Moscow’s own sub- 
stantial minority Muslim community — 
and, more recently, its experience at the 
hands of the Islamic government in Iran, 


Mujahideen: the Islamic cause. 





which expelled Soviet diplomats said to 
have been involved with the now-dissolved 
communist Tudeh Party — it is highly 
unlikely that the Soviets would settle for 
any such scenario in Kabul. 

And there are still thosé who firmly be- 
lieve that, whatever the cost to the Soviets 
in Afghanistan, Moscow is now seeking to 
expand further to the Arabian Sea — 
which would mean establishing a route 
through Pakistan’s somewhat unruly, 
sparsely populated Baluchistan province 
— thereby giving it direct access to the 
crucial oil-producing Gulf region. 

It is clear that for the immediate future 
at least, the Soviets will be able to remain 
in Afghanistan only by coercion, in much 
the same way as they retain their influence 
in some of their East European satellites. 
So if the Pakistanis hold out against any 
accommodation with Moscow 's terms, the 
Soviets may well change their tune. 

At the moment, they are going out of 
their way to be nice to Pakistan, with their 
ambassador offering all kinds of aid and 





border incident between Soviet and 
Pakistani troops. But Moscow could 
adopt. a tougher stance. At this stage, 
Pakistan will be looking more to its friends 
in China and the US to bolster its resolve. 


j ра US in particular has been bending 
over backwards to assure Pakistan that 
it is a powerful, reliable ally. Although the 
US Embassy in Islamabad is keeping a low 
profile, the figures speak for themselves: 
this year Pakistan will be receiving 
US$275 million in military aid — part of a 
five-year US$1.6 billion package — which 
makes Pakistan the world's fourth-largest 
recipient of American military aid after Is- 
rael, Egypt and Turkey. Also this year, 
Pakistan is to receive US$250 million in 
economic aid — part of the other US$1.6 
billion package — which makes it second 
only to Egypt as a recipient of economic 
assistance. 

In 1984 the US is to provide US$300 
million in military and US$275 million in 
economic aid. Meanwhile, the first five of 
40 advanced F16 fighters to be supplied to 
Islamabad have arrived in Pakistan from 
the US. Ironically, while the Pakistani 
military has been delighted to have such 
sophisticated toys in its aging arsenal, 
some Pakistani political circles look upon 
this largesse with disfavour because it is 
propping up the Zia regime. 

This is why the Americans are trying to 
avoid creating too visible a presence. 
Rumours are rife that the US wants to es- 
tablish a naval base, either in Karachi or 
further along the coast at Pusni or 
Gwadar. But it is unlikely that the US 
would risk such an overt military pre- 
sence, at least at this stage. At the same 
time the international community seems 
interested in supporting Pakistan. At an 
aid consortium meeting in Paris in early 
May, organised by the World Bank and at- 
tended by the US, Japan, Britain, France 
and Italy among others, it was agreed to 
increase aid to Pakistan by US$250 mil- 
lion, bringing the total to US$1.4 billion, 
for 1983-84 

China considers itself to be a solid ally 
of Pakistan, selling the Pakistanis rather 
outdated hardware, but giving it full poli- 
tical and moral support. Saudi Arabia also 
is known to be anxious to bolster Pakistan 
as а bulwark against any Soviet expan- 
sionist ambitions in the Gulf, though de- 
tails of Saudi funds pouring into Pakistan 
are difficult to monitor. 

One worry among Pakistan's friends is 
that while the Soviets may be in a position 
to bide their time in negotiations, Is- 
lamabad is saddled with the pressing re- 
fugee burden. The refugees cost roughly 
US$1 million a day to support. Of the 
annual bill of about US$400 million, the 
UN High Commissioner for Refugees and 
the World Food Programme take the 
lion's share, but the Pakistani Goivern- 
ment still has to shoulder about 45% of the 
total, or US$150-200 million. 

In both NWFP and Baluchistan, the Af- 
ghan refugees comprise a ratio of 1:5 with 
local Pakistanis. In some tribal-belt areas 
on the Afghan border they match the local 
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crawlers; First in the world for four-wheel drive trac- 
tors. 


And our thanks go out in anticipation to all those 
of you who decide to favour us with your preference 
in 1983, and thus become users of some of the most 
prestigious products manufactured by the Fiat Group. 
For further information please consult your nearest dealer or 


Fiat Trattori Direzione Commerciale Corso Marconi 20 (Turin, 
Italy) - Tel. 65651 - Telex 221368 FIATTR | 
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AUR for Afghan RRS: BNE 
Said Azhar insists that, until now, the re- 
fugees have posed no problem for their 
Pakistani hosts, apart from the financial 
burden. 

Nevertheless, the Pakistani authorities 
have recently become concerned about a 
spate of bombing attacks and shooting as- 
sassinations among mujahideen elements 
in the refugee population. Most of the in- 
cidents have been in Peshawar, the NWFP 
capital, even though arms are officially 
banned in the province, as elsewhere in 
Pakistan. There also have been reports of 
shoot-outs between Pakistani police and 


= INTERVIEW/ZIA-UL НАС 


Strongman to diplomat 


Rawalpindi: In July 1977, Gen. Zia-ul 
Haq seized power in Pakistan following a 
military coup against the civilian govern- 
ment of prime minister Zulfikar Ali 
Bhutto. Zia had recently been appointed 
army chief of staff by Bhutto, but after as- 
suming power turned against his former 
master. His government prosecuted 
Bhutto for involvement in a murder and 
the ex-prime minister was hanged in April 
1979, amid international outrage and 
widespread domestic indignation not only 
over the execution, but also over Zia's 
failure to keep his promise to hold elec- 
tions. 

In those days, Zia was seen as a military 
strongman determined to cling to power 
through the army's iron hand. During the 
ensuing years, and now with Soviet troops 
on Pakistan's border following Moscow's 
invasion of Afghanistan in December 
1979, Zia's image has mellowed, as the 
focus has shifted to his role as a statesman 
in dealing diplomatically with the Soviets 
and also neighbouring India, with whom 
he says he wants to improve relations. In 
an interview in May with REVIEW chief 
correspondent Rodney Tasker, Zia 
seemed relaxed and confident as he dis- 
cussed his hopes for progress at the indi- 
rect negotiations with Afghanistan con- 
ducted by United Nations special envoy 
Diego Cordovez in Geneva. 


The Afghanistan crisis is probably the 
most topical subject in Pakistan today, 
with the continuing Geneva talks. I see 
that your foreign minister has been rather 
positive in his statements about the pro- 
gress made at the talks. You yourself have 
made similar statements. Are you really 
hopeful that now, with the talks set to re- 
sume on June 16, there is a serious chance 
of a breakthrough? 

It’s a long story. Why did the Soviet 
Union come into Afghanistan in the first 
place? Did they come here to stay? Did 
they come here to go back? Did they come 
here to fill the vacuum? Did they come 
here to have a strategic advantage over 
Iran and Pakistan? Did they come to be 
that much closer to the warm waters [of 
the Arabian Sea]? What was their aim? Or 





- The saving grace for Pakistan in nthe pro- 


longed refugee problem is that the Af- 
ghans are ethnically and linguistically as- 
similated into the local population. But 
political groups among the refugees are 
obviously worried that the Geneva negoti- 
ations are being carried out without their 
participation. They see the situation as a 
confrontation between themselves and 
the Soviets and will not accept any agree- 
ment reached in Geneva which does not 
include them. The prospect of a politicised 
refugee population angry with Pakistan 
for selling them out in the negotiations 


must worry Pakistani officials. 


Zia: mellowed image. 





did they come to safeguard the soft under- 
belly of the Soviet Union — to put a dam 
on the onslaught of what they thought was 
the Islamic revolution, with floods coming 
from the Pakistan side or from the Iran 
side? 

But look at the infrastructure they have 
built up: massive construction, new roads, 
railways, new bridges over the Oxus river, 
highways coming all the way from the 
Soviet Union to Kabul, Kandahar and 
Herat, new storehouses, barracks for the 
troops . . . They have moved another divi- 
sion into Herat. So when you compare all 
this, then you ask what on earth is this 
exercise going on? But there not only my 
pessimism but my personal impressions 
come in also, and so do my foreign minis- 
ter's. 

We hada very good, intimate discussion 
with [Soviet leader Yuri] Andropov just 
the day he took over [after Leonid 
Brezhnev's funeral in Moscow last year]. 
My impression of him was that I think he 
meant what he said. There are indications 
that perhaps Russia does want to with- 
draw [its troops]. And it is this impression 
which is now taking the Варе of concrete 
dialogue and discussions. We had Geneva 
I, Geneva II, now Geneva III is coming on 


- 


June 16, and the modalities that are being 
worked out, the principles that are being 
followed, are exactly in line with the Unit- 
ed Nations resolutions on the subject. 

The very positive approach which the 
Soviet Union has adopted towards these 
talks, the direction, the moral support, the 
back-up which they are giving to the Af- 
ghan representative, all that indicates that 
the Soviet Union means business. Perhaps 
they are keen to withdraw. Perhaps they 
want to have a let-up, if not on Poland or 
Southeast Asia, or Angola or anywhere 
else, at least on Afghanistan if the condi- 
tions are right. And with all that, I feel we 
could perhaps take the risk of believing 
what they say. And they say that they want 
to withdraw . . . why not? We are just try- 
ing: it's doing us no harm. 


The Soviets are insisting, as a condition 
for their withdrawal, that Pakistan stop its 
alleged interference and intervention in 
Afghanistan, along with other countries 
including the United States and China. 
This is similar to the situation in Cam- 
bodia, where the Vietnamese say they will 
not withdraw until the Chinese threat dis- 
appears. This seems to be a way of pro- 
longing the negotiating process, by put- 
ting the ball in your court. 

Yes, but the spirit of the Geneva talks 
[comprises] those four United Nations 
principles [calling for a withdrawal of 
foreign troops, the voluntary return of the 
Afghan refugees, a return to Kabul's non- 
aligned status and a popular government]. 
Now within these four principles, [UN 
special envoy] Diego Cordovez has 
worked out his framework. Тһе 
framework also starts with the withdrawal 
of troops, guarantees of non-intervention, 
non-interference, the return of the re- 
fugees . . . the whole thing starts off so 
long as the Soviet Union withdraws, After 
the withdrawal, what begins, according to 
the current negotiations, is what should be 
the guarantees of non-interference and 
non-intervention. Russia feels Pakistan is 
interfering; we are saying that while your 
intervention is visible, you are just 
speculating about Pakistan’s interference. 
Yes, we are guilty, if that is so, of harbour- 
ing refugees. But it is not right — and we 
have told the Russians — to put the blame 
on Pakistan for the past. 

You should look at the pattern of in- 
surgency in Afghanistan. It is not on the 
Pakistan-Afghanistan border. It is inside. 
So we are now in the middle. And if we 
agree that there is an intervention and 
there is interference, it is just not enough: 
supposing the Russians withdraw, and 
they still say the Pakistanis are interfering, 
it doesn’t take the Soviet Union more than 
two days to come back. That won't be 
right for us, because by that time the re- 
fugees will not have gone back. So we are 
now also looking [for] guarantors to this 
agreement. We are looking to the five per- 
manent members of the UN Security 
Council. [Foreign Minister] Yaqub Khan 
is visiting various places [China, the US, 
Britain, France, the Soviet Union and 
Saudi Arabia] in order to brief them, and 
since we have taken the Afghanistan pro- 
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blem as not a regional problem but a 
global problem, we feel that we must keep 
those who are interested in helping us . . . 
in the picture, and take them along with us 
in this way. 


Was Yaqub, in his trip, not also trying to 
reassure interested countries — particu- 
larly the US and China — that Pakistan 
was not about fo compromise on this 
issue? 

Oh yes, very important, because right 
from the very time the UN resolution was 
formed, they have been speculating — 
some of our friends — that perhaps Pakis- 
tan is buckling under the pressure from 
the Soviet Union. While these negotia- 
tions have been going on, we have been 
having some feelers of apprehension from 
our friends. We have told them there is no 
need to worry; we are sticking to our prin- 
ciples. It is also part of the exercise to brief 
them that we are not going it alone, we 
want to take everybody along with us be- 
cause we want a political solution to be 
formed out of the UN — a resolution in 
conformity with the resolutions of the gov- 

, ernments of the Islamic Conference Or- 
ganisation, and if in the process we can 
have the non-aligned with us also, it will 
be a bonus. 


Apart from the Soviet charge of outside 
interference in Afghanistan, what condi- 
tions do you think Moscow would find ac- 
ceptable to allow a withdrawal? If the re- 
fugees go back, and if there are elections 
or some other to form a new gov- 
ernment in Kabul, it seems doubtful that it 
would result in a Marxist government. 
One assumes the Soviets would find such a 
situation unacceptable, so would you not 
say there appears to be a stalemate here? 

There is a simple formula to it — too 
simple to believe, First, I think [the 
Soviets] would want — and I think they 
can claim — a friendly Afghanistan; they 
can't afford to have a hostile Afghanistan. 
Secondly, if they want a friendly Af- 
ghanistan, then naturally the government 
in power should be tolerable. I don't think 
they would be willing to accept an extreme 
rightist government in Afghanistan. On 
the other hand, they know that any ex- 
tremist leftist government will not be ac- 
ceptable to the people of Afghanistan. So 
they have got to find a compromise, and 
the compromise is simple. 

Basically, it is not up to Pakistan to 
suggest, because we say it is the problem 
of the people of Afghanistan. They have a 
very good system, a system of Loi Jirga — 
the Grand Assembly. And whenever they 
had a problem, or whenever they wanted 
to have a mandate, the government as- 
sembled the Loi Jirga and put the thing ac- 
ross to them. And there was not any diffi- 
culty for the people of Afghanistan to be 
allowed to come into the assembly for 
help, and then find out a consensus and act 
accordingly. I think the whole thing can be 
worked out fairly smoothly, if there is a 
political will on the part of the Soviet 
Union to allow a political process to deve- 
lop in accordance with the traditions of 
Afghanistan. 
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Our elevators deliver you right into the heart 
of Central. And if you are doing business in Hong Kong, 
that’s where you want to be. 


Not checking your watch as the ferry leisurely 
crosses the harbour, or seeing your schedule slip 
away in peak hour traffic. 


We are in the best location for business. 


We know what you are after. Convenience. Location. 
Service. Efficiency. Facilities to operate more 
effectively away from home. Secretarial services. 
Telex. Meeting rooms. Convention centres. 

And some of the finest restaurants and meeting places 
in Hong Kong, for the other side of business. 


The most demanding business travellers 
stay with us. 


JM. HOTEL FURAMA 
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AFGHANISTAN/GENEVA TALKS 


e | ө 
An accord in the offing? 
A combination of factors, including the new Soviet leadership, 
bodes well for a breakthrough in this month's negotiations 


By Lawrence Lifschultz 


Fe more than two years the prospect of 
a negotiated settlement to the Afghan 
crisis has inhabited the shadows of a dip- 
lomatic world in which few held out much 
hope of results. Nevertheless, slowly and 
arduously under the auspices of United 
Nations Secretary-General Javier Perez 
de Cuellar, the conditions which could 
lead to a de-escalation of the conflict, a re- 
patriation of refugees and a gradual with- 
drawal of Soviet forces have been de- 
veloped to a point where the first phase of 
an agreement is possible. Diego Cor- 
dovez, the UN secretary-general’s special 
envoy in charge of the Afghan peace talks, 
has indicated that 95% of a draft agree- 
ment has already been drawn up. 

The main reason for the change in out- 
look is a significant political realignment 
within the Soviet leadership over the past 
year which has combined with the con- 
tinuing prospect of a military stalemate in 
Afghanistan and concern in Pakistan that 
if a settlement is not in the offing, domes- 
tic political problems could escalate. On 
June 16 negotiations are to resume in 
Geneva between Pakistan and Afghanis- 
tan with the UN mediating. This will be 
the third session of indirect talks between 
the foreign ministers of each state. Previ- 
ous sessions were in June 1982 and in 
April this year. 

Senior UN sources say that the Soviets 
have indicated they are prepared to 
negotiate a troop withdrawal from Af- 
ghanistan if Pakistan will cooperate in for- 
mulating the exact terms of a workable 
agreement. Prior to last June's Geneva 
talks, the Soviets approved terms put for- 
ward by Cordovez during the Geneva dis- 
cussions between Afghan Foreign Minis- 
ter Shah Mohan. Dost and Pakistani 
Foreign Minister Yaqub Khan. 

Three conditions were outlined for a 
comprehensive settlement. First, Soviet 
forces would be withdrawn in stages from 
Afghanistan. Secondly, Afghan refugees 
in Pakistan would be gradually repat- 
riated. And thirdly, Pakistan would rest- 
rain Afghan insurgent activity within its 
borders and work for a ceasefire which 
would allow the peaceful withdrawal of 
troops and repatriation of refugees. A 
more comprehensive settlement and an 
extended agreement would depend on ini- 
tial progress on these points. 

There is no question that any political 
solution in Afghanistan would involve a 
coalition regime in Kabul. The Soviets 
have indicated to India and other non- 
aligned states that Moscow would accept a 
coalition government later in the settle- 
ment process. Whether this position is 
merely a tactical move or a sincere ap- 
proach based upon the existing stalemate 


in Afghanistan is unknown. The exact na- 
ture of any future coalition would emerge 
only after a preliminary agreement is 
reached in Geneva and its implementation 
begun. Soviet representatives have appa- 
rently been in contact with Afghanistan’s 
former king, Muhammad Zahir Shah, 
concerning the possibility of establishing a 
transitional government. Zahir Shah has 
been in exile in Rome since 1973 when he 
was deposed, 

A breakthrough is possible at the next 
round of Geneva talks, but there are still 
obstacles to overcome. And even if an 
agreement is announced, it will only be a 
preliminary accord on principles under 
which the signatories will move towards a 


Afghan guerillas: ceasefire efforts. 


much more difficult task of implementing 
a comprehensive settlement. 

A major stumbling block to any agree- 
ment concerns international guarantees. 
Perez de Cuellar, along with Kabul and Is- 
lamabad, insists that permanent members 
of the UN Security Council state their sup- 
port for Cordovez’ draft agreement before 
any accord is announced. The United 
States, China and the Soviet Union are the 
Security Council members most directly 
linked as patrons to the negotiating states. 


T Soviets have given the appearance 
of supporting the UN plan. Upon his 
return to Pakistan following the second 
round of Geneva talks, Yaqub said there 
were firm indications that the Soviets 
would withdraw their forces from Af- 
ghanistan under certain conditions. And 
following Pakistani President Zia-ul 











Cordovez: facing a stumbling block 





Haq's return from the funeral last 
November of the Soviet president, Leonid 
Brezhnev, during which Zia held talks 
with new party chief Yuri Andropov, 
Yaqub said: “I think indications would 
perhaps be an understatement of the affir- 
mations that we have received at the high- 
est level from no less a person than Mr An- 
dropov himself. I think it would be right to 
expect that they would adhere to their af- 
firmations." 

On May 19 Soviet Ambassador to 
Pakistan Vitaly Smirnov said in an inter- 
view with The Muslim, a leading Pakistani 
newspaper, that Afghanistan was willing 
to agree to a Soviet troop withdrawal if in- 
ternational guarantees could be secured 
for a comprehensive settlement. Smirnov 
said: "Kabul has expressed its readiness in 
agreement with the Soviet Union for the 
withdrawal of the total limited Soviet con- 
tingent . . . and even expressed willingness 
to give a timetable in this regard." Smir- 
nov's suggestion of a Soviet-Afghan will- 
ingness to establish a timetable for with- 
drawal was the first public reference to 
what had been an important sticking point 
during the first two Geneva negotiating 
sessions. 

The Soviets, however, are unlikely to 
show unlimited patience if the Geneva 
process does not move forward or if future 
implementation of a settlement becomes 
stalled. Until now the Soviets have been 
restrained in their material assistance to 
the wide array of political groups operat- 
ing in Pakistan against the military gov- 
ernment there. The Soviet's Afghan allies 
in Kabul have, with Moscow's approval, 
permitted the city to become a refuge for 
political exiles from Pakistan. If the op- 
position in Pakistan was better armed and 
supplied by the Soviets, it might pose a 
serious threat to the Zia regime. 

A paradox exists in Pakistan's position 
in the current negotiations. The Soviet in- 
vasion of Afghanistan in December 1979 
was the single most significant factor in 
securing Zia's regime, then relatively new 
and unstable. Zia parlayed the Soviet in- 
vasion and its implications for Pakistan 
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THE LATEST DEVELOPMENTS 


ecent years have seen the emergence 

of Hong Kong as one of the world's 

foremost industrial and banking 
centres. 

Strategically located on the coast of 
China, the small Territory has forged a 
unique place for itself among the first rank 
of trading nations. Hong Kong, however, 
takes nothing for granted and hard won 
success in the past does not always 
guarantee certain success in the future. 

Already, many major companies 
operating in Hong Kong have instituted 
massive investment programmes designed 
to increase the quality and competitiveness 
of their products and services in future 
international markets. 

A closer examination of some 
investment programmes will provide 
additional proof that Hong Kong is looking 
forward to an exciting and confident future. 


O Work estimated to cost HK$91 million begins on 
another Mass Transit Railway station. 

[] The latest Hong Kong Electronics Fair wins HK$65 
million in on the spot orders and a further HK$180 
million is under negotiation. 

O Sea-Land Far East Consortium announce a HK$1 
billion joint venture container yard and multi-storey 
freight station in Hong Kong. When complete, it will be 
the world's largest. 

O American Express announce that all regional 
travellers’ cheque and credit card operations will be 
moved to Hong Kong. 

0 An investment of HK$1.3 billion is planned by 36 
companies in the Taipo and Yuen Long Industrial 
Estates in the New Territories. 


(] The Hong Kong Telephone Company announce a 
HK$5.5 billion capital investment programme over the 


next six years. HK$750 million will be spent in 1983 alone. 


Г1 Thomas De La Rue & Co. is to establish a HK$65 
million factory to print banknotes in Hong Kong. 

[] The Chartered Bank announce a major redevelop ~ 
ment of its Hong Kong head office. 

C The Chartered Bank and Citibank introduce twenty 
year mortgages. The Hongkong & Shanghai Bank, 
Hang Seng Bank and Ka Wah Bank announced their 
introduction of similar services earlier. 

Г] The Hong Kong Electric Co. Ltd. announce an 
additional HK$3.5 billion investment for the second: 
phase of their Lamma Island power plant. 

[Г] Aoki Construction win two new contracts totalling 
HK$285 million in Hong Kong. 

C The Hong Kong Gov't. is to spend HK$4 billion on 
developments in the New Territories. 

Г] Dow Chemical Pacific Ltd. embark on a HK$35 
million expansion of their existing Hong Kong 
polystyrene plant. 

C Star Offshore Services PLC of UK form a 50/50 
joint venture with Chung Wah Shipbuilding and 
Engineering Co. of Hong Kong. 

© A HK$218 million site on Kowloon's "Golden Mile" 
will be developed into an exciting new shopping complex. 


For more information about Hong Kong 
products or promotions contact the 
HKTDC at any of its 28 international 
offices. Our service is free—the business 
opportunities unlimited. 


Hong Kong Trade 
Development Council 


Connaught Centre, 
1 Connaught Place, Hong Kong 


Telephone: 5-2679222 
Cable: CONOTRAD HONGKONG 
Telex: 73595 CONHK HX 





Offices in: Amsterdam » Frankfurt « Hamburg * London « Manchester • Paris • Marseille + Milan • Stockholm e Vienna • Zurich 
Chicago * Dallas • Los Angeles * New York * Miami * Toronto • Mexico City * Panama «Sydney • Tokyo * Osaka • Nairobi, 
Also consultant representatives in: Athens • Barcelona * Dubai + Abidjan. 
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into a successful bid for economic assist- 
ance of a magnitude unimaginable until 
then. The administration of then US presi- 
dent Jimmy Carter had been discouraging 
major financial aid to Islamabad with the 
objective of forcing elections there. Zia’s 
pariah status at that time — even among 
the Gulf states which had publicly op- 
posed the execution of prime minister 
Zulfikar Ali Bhutto — made long-range 
prospects for Pakistan look bleak. 

The Soviet invasion changed the equa- 
tion. Taking upon themselves the image of 
a front-line state, Pakistani leaders de- 
veloped their position as the defenders of 
the Free World, despite the internal am- 
biguities of their own dictatorship. The 
succeeding US administration of Presi- 
dent Ronald Reagan, combined with 
Saudi financial cooperation, drew Pakis- 
tan back from the brink of bankruptcy 
with a multi-billion dollar aid package. 
This economic and military aid was politi- 
cally crucial in stabilising the military re- 
gime’s dominance over the body politic. 


pis faces a dilemma regarding the 
negotiations. The government has had 
to approach the Geneva talks carefully so as 
not to undermine its crucial alliance with 
the US and Saudi Arabia. If the Geneva 
talks do lead to a neutralist Finnish-style 
coalition in Kabul and the withdrawal of 
Soviet forces, Pakistan's status as a front- 
line state would be diminished. The public 
rationale for Pakistan's massive re-arma- 
ment and economic assistance programme 
— to say nothing of martial law itself — 
would ebb. 

Nevertheless, if negotiations are to pro- 
gress without major delays the role of the 
Pakistanis as intermediaries with elements 
of the Afghan insurgency is crucial. The 
insurgents are a deeply divided force polit- 
ically. Their fight against Soviet forces has 
been paralleled on occasion by an equally 
savage civil war between contending fac- 
tions. There appears to be no one Afghan 
leader, with the possible exception of 
Zahir Shah, who might command enough 
support to enter into negotiations. But 
even the king is opposed by a number of 
exile factions based in Peshawar. With 
such a divided polity, the Pakistanis would 
have to serve as intermediaries — at least 
in the early stages — if negotiations were 
to advance towards a settlement. 

If the UN olive branch of a comprehen- 
sive agreement is not seized upon in the 
months ahead by the Afghans, the Pakis- 
tanis and their patrons, and by those ele- 
ments within the Afghan insurgency who 
are capable of conceiving a negotiation 
framework whereby a troop withdrawal 
and a coalition formula could be achieved, 
the Soviet Union might begin providing 
specific material support to Pakistani op- 
position elements. With this awareness, 
Pakistan has taken more initiative in the 
past year on the Geneva negotiations. 
Having eaten of the fatted calf of Western 
aid, the Pakistanis are now reluctant to 
risk their gains by pushing their self- 

characterisation as a front-line state too 
far against the potential power of the 
Soviet Union. 


AFGHANISTAN/THE US VIEW 


A hiccup at the brink 


Revelations of American backing for the guerillas 
come at an awkward time for peace negotiators 


By Ted Morello 

New York: Pakistani Foreign Minister 
Yaqub Khan’s one-man mission to four 
permanent members of the United Na- 
tions Security Council — China, Britain, 
France and the United States — in May 
was aimed at nudging Washington to- 
wards support for the UN peace efforts. 
Yaqub is also scheduled to visit Moscow 
the week before the June 16 Geneva 
talks. 

The mission was launched just a 
fortnight after US President Ronald 
Reagan’s administration leaked for the 
first time the extent and intent of its mili- 
tary aid to anti-government guerillas in 
Afghanistan. The broad outlines of the 
US covert operation had been known for 
months. Thus, it came as no surprise when 
administration sources confirmed that the 
Central Intelligence Agency was directed 
late last year to begin funnelling mortars, 
bazookas, grenade launchers and other 


Yaqub: a personal mission. 





light weapons to the guerillas, who have 
been operating against the Soviet-sup- 
ported regime of Babrak Karmal since 
Soviet troops entered Afghanistan. Nor, 
despite Islamabad's repeated denials, was 
it a revelation that the arms were moved 
across Pakistan to reach the insurgents. 

What rattled those involved in the 
Geneva talks was the timing of 
Washington's disclosure. It was inter- 
preted as a deliberate effort to torpedo the 
UN peace initiative just when UN special 
envoy Diego Cordovez had jockeyed the 
Afghan negotiations to the brink of a 
breakthrough. Even the least alarmist of 
diplomats feared that the US action had 
dealt a mortal blow to the Cordovez mis- 
sion. 

To the ears óf knowledgeable UN ob- 
servers, UN Secretary-General Javier 
Perez de Cuellar's effort to downplay the 
damage done by Washington to his deli- 
cate diplomatic manoeuvres has the hol- 


low ring of desperation. Even now few 
diplomats place any credence in the 
Reagan administration's subsequent out- 
pouring of assurances voiced by every- 
body from the president himself to US 
Secretary of State George Shultz and UN 
Ambassador Jeane Kirkpatrick that the 
US supports an Afghan settlement 
through peaceful negotiations. 

It is known that there is an element 
within the Reagan administration that ad- 
vocates US backing for a negotiated set- 
tlement. But there is also a hard-line fac- 
tion that prefers the status quo in Af- 
ghanistan — as it does in Cambodia —as a 
means of bleeding Moscow's resources 
and embarrassing it internationally as an 
aggressor, directly in the first instance and 
by proxy in the second. The presumption 
is that the bleeders, as they arecalled, pre- 
vailed and persuaded the president to 
send the unmistakable signal that, profes- 
sions of support for the 
Cordovez mission not- 
withstanding, the US is 
not ready for a political 
settlement that would 
free Moscow of its Af- 


ghan albatross. 
However, Yaqub is 

arguing that the 

‘Reagan policy has 


merely provoked the 
Soviets to resort to 
more extreme military 
measures against the 
guerillas, as evidenced 
by the pounding in- 
flicted on insurgents in 
Herat, in western Af- 
ghanistan, and in the 
Shomali region, north 
of Kabul. Islamabad is 
convinced that it would be impossible for 
the guerillas, Pakistan or even the US to 
force the Soviets out of Afghanistan by 
military means. 

In Pakistan's view, that leaves the 
Geneva talks as the most promising way 
out of the 42-month-long impasse. How- 
ever, Yaqub concedes that Washington 
and Moscow remain far apart on a key 
Soviet demand: that the US “and some 
other countries, unnamed so far" guaran- 
tee non-interference in Afghanistan's in- 
ternal affairs, On previous occasions, the 
Soviets have identified China and Pakis- 
tan as two of the “other coun- 
tries." 

Meanwhile, diplomats are keeping an 
eye on events within Afghanistan as indi- 
cators of whether the superpowers are 
willing to give Geneva a chance or if they 
intend to slug it out on the ground — Mos- 
cow with its own troops and Washington 
via the Afghan insurgents. 
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Bound for kitchens anywhere in 111 countries. 
Because we are Europe’s biggest manufacturer of domestic 
appliances ...and its most innovative. 

Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
To bring you technology you can really feel at home with. 
Because Z is for Zanussi. 





ZANUSSI 


people working for people 


Industrie Zanussi spa 
P.O. Box n. 218 - 33170 Pordenone (Italy) 
Tel. (0434) 3941 - Telex 450363 - ( ‘ables; Zanussi spa Pordenone 


The ideal money-making 
machine. The CN-235. 


CASA and NURTANIO present a first 
Class aircraft, the product of first class 
= planning. 
The first regional transport aircraft 
specifically created to meet contemporary 
requirements. An aircraft that perfectly 
balances luxury and economic operation. 
Spacious, comfortable, with more cabin- 
Capacity for more passengers. Thirty-eight or 
forty passengers with ample elbow-room. An 















aircraft with 6 ft. 3 in. of headroom down the 
aisle which your flight attendant will 
appreciate. And 8 ft. 10 in. maximum cabin 
width, to insure superior comfort. All this, plus 
technology combined with commonsense 
solutions that maximize profits. 

Because it is only commonsense to 
power an aircraft with the compact, rugged 
General Electric CT 7-7 turboprop engines 
that have the lowest fuel consumption among 
engines of their class. As it is careful 
commonsense to achieve aerodynamic design 
that provides operating adaptability to routes 
either short or medium. And commonsense 











also to save structural weight by using com- 
posite materials, fiberglass and carbon fiber 

The CN-235 is the ideal money-making 
machine. Because it combines reasonable 
price and ease of maintenance with a large 
rear Cargo-ramp door via which configuration 
can be quickly changed from passenger to 
Cargo or combi layouts. And via which quick 
loading and unloading can be effected of a 
baggage container 

An aircraft totally thought out for today 
A first class aircraft. For its design, technology, 
multi-purpose versatility, easy maintenance 
and low consumption 












Technical characteristics 
* Power plant: 2 С.Е. CT 7-7 turboprops rated 
at 1700 s.h.p 
* M.T.W.: 28,658 Ib. (13.000 kg.) 
* Cabin volume: 1528 cu. ft 
* Max. cruise speed: 245 KTAS 


One hundred and four CN-235's have 
been sold to date 


CASA-NURTANIO 


For further information, contact: Construcciones Aeronáuticas, S. A: Rey Francisco, 4 - Madrid-8 Spain. Telephone: 247 25 00. Telex: 27418 
Or contact: P T. Nurtanio; BPP Teknologi Bld, JI М.Н. Thamrin 8, Jakarta, Indonesia. Telephone: 322 395. Telex: 44331 ATP. JKT 
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keyboard that is separate from lists. Prepare budgets. Handle | 


the keyboard around to the automatically. Even бе in to your | yame 
position that suits you best mainframe computer. 
And the console that the In the last 10 years, CPT 


keyboard sits in front of features has installed 
a simple black-on-white display over 50,000 
screen. It looks just like a sheet ^ systems in 60 
of paper, to be easy on the eyes. countries. 
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Bucziness Travel- 


With The Review 


When it comes to reaching Asia's frequent 
business travellers, the Far Eastern Economic 
Review offers you the most mileage. 


At present most of the world's leading airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary advertising 
médium. Why? The answer is simply because 
the Review reaches the highest audience con- 
centration of heavy frequent independent busi- 
ness travellers of any regional publication in Asia 
today. And does it more cost-efficiently. 


If you'd like to know more about our frequent 
business travellers, write on company letterhead 
and we'll be glad to send you a copy of the latest 
1982/83 6 City Media Phase from the INTRA- 
MAR STUDY independently conducted by In- 
ternational Travel Research Institute. The facts 
speak for themselves. You'll see how well-travel- 
led we are. 


Address your inquiries to:— 
Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 
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Enjoy the privacy of a living room. 
ALITALIA BUSINESS CLASS. 





To other airlines, it's first class. To Alitalia, it's our spacious Business Class - up front in our 
new 747's, Other airlines seat you six across in Business Class. Or even eight On Alitalia, 
we seat you four across. Two wide seats on one side of the plane, and two on the other. 
With a huge aisle in between. So there's plenty of room to stand in, walk in or just 
stretch your legs in. You'll need it after we wine and dine you. It's a flying feast starting 
with cocktails and hors d'oeuvres, continuing through a superb Italian meal. And there's 
equally superb shopping from the Alitalia Boutique, featuring the best of Italian fashion: 
Battistoni, Ferragamo, Gianni Versace, Trussardi, Valentino and more at unbeatable 

+ prices. But you don't have to wait until you're on board to experience our Business Class. 
It starts with a separate check-in where you can select your favorite seats. And an exclusive 


lounge at many airports around the world. So, next time you fly, make sure you fly Alitalia Al li ta | ia 
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e GOVERNOR of Hongkong Sir Ed- 
ward Youde was persuaded (reluctantly, 
it is said) to submit himself to a TV inter- 
view recently on the first anniversary of 
his appointment, and — given the 
myriad inhibiting factors — he put up as 
good a performance as could be ex- 
pected. He was bound to be bland, for 
the redoubtable British Prime Minister 
Margaret Thatcher has ordained not 
only that negotiations with Peking over 
Hongkong’s future should be conducted 
in confidentiality, but has forbidden that 
anybody in the know should mouth any- 
thing but the obvious cliches about main- 
taining stability, prosperity and the in- 
terests of the people of Hongkong — 
which has already been done ad in- 
finitum to singularly little effect. 

The irony is that the official line main- 
tains that "there can be no confidence 
without confidentiality," when the op- 
posite is demonstrably true. Not know- 
ing what, if any, is being made 
means that confi is seeping away at 
the seams — as demonstrated by the 
catastrophic drop of the Hongkong dol- 
lar to more than HK$7 to the US dollar. 
Confidence is not improved by the offi- 
cial line that this is mainly due to the 
strength of the greenback (the strength 
of the yen is not mentioned). 

Youde said what he could. Although 
he refused to say whether the talks were 
still in the preliminary stage (*talking 
about the talks") or concrete negotia- 
tions had started, he did say that they are 
moving — slowly, but *moving in the 
right direction." He spoke of the under- 
lying strength of the Hongkong economy 
— but unfortunately the interview. was 
screened just a few hours after an an- 
nouncement that Hongkong's prime rate 
had been put up by a full two percentage 
points, a measure that smacked of 
panic. As Shroff asked recently 
(REVIEW, May 12), why does Hongkong 
still go on refusing to abolish the with- 
holding tax of 10% on local currency de- 
posits, which would be a far more effec- 
tive, non-panicky measure to put a tour- 
niquet on the haemmorhage than the 
self-inflicted wounds of a high interest 
rate? 
€ ANOTHER question which re- 
mained unasked (probably by arrange- 
ment) was why Hongkong and London 
should remain silent when Peking has 
openly and repeatedly stated its 
negotiating stance, and has again begun 
leaking details about the talks both 
through the Hongkong leftist press and 
through more independent organs. 
Whether this is being done deliberately 
to undermine the British negotiating 
position by a renewed use of classic Unit- 
ed Front tactics, or whether the prag- 
matists in Peking who want a solution 
which will maintain Hongkong's pros- 
perity are doing it intentionally to de- 
monstrate to their more radical col- 
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leagues just what damage can be done by 
the merest threat of looming socialism 
(as has happened in France), remains a 
matter for conjecture. 

e DESPITE Youde’s protestations that 
the Hongkong Government is consulting 
the people, and despite the curious 
make-up of the delegations from Hong- 
kong being regularly summoned for con- 
sultations on the matter (and the even 
more curious make-up of the bunch of 44 
Hongkong “compatriots” appointed to 
the Chinese People's Political Consulta- 
tive Conference [REVIEW, May 19]), 
there is in fact no mechanism by which 
Hongkong people can express their 
views. 

On second thoughts, there is. Hong- 
kong, as Youde said, is a free market and 
the people of Hongkong can show what 
they think about the future by moving 
their money out of Hongkong dollars, 
which they are doing. And, of course, 
there are the local consulates and high 
commissions which are receiving unpre- 
cedentedly high numbers of applications 
to emigrate. On the day before Youde's 
interview, the queue for visas outside the 
United States Consulate-General was 
longer than the queue for extension-of- 
stay permits outside the nearby Hong- 
kong Immigration Department building. 
Are such facts being reported back to 
Peking? Probably not. 

e ONE cannot help feeling some sym- 
pathy for Youde. He is, according to all 
his closest colleagues, an excellent ad- 
ministrator, chairing meetings with deci- 
sion and despatch, and chasing Merino Oa а EC. REE the 


Ф 4.IN Ва Robertson came oF Wakil а at Bangkok, Lyn Robertson com- 
plained to the Bangkok Post that her last 
two copies of the newspaper had disap- 
peared from the postboxes which adorn 
many of the city’s residences, especially 
for the hand delivery of newspapers. 
Swiftly the two copies were replaced to- 
gether with the following charming note: 
Dear Sir: 

We would like to apologize for careless 
delivery which was done by our regular de- 
livery boy. We accept it whoever caused 
this complaint. We'll find out the fact with 
the slightest hesitation. 

It would be of great assistance if you 
could advise us how to deliver your paper 
safely. 

Subsequently, two telephone calls 
later that week established that de- 
liveries had resumed satisfactorily. As 
Robertson remarks, in London (or 
in New York, for that matter), com- 
plaints would have received much 
shorter shrift. 

e THE biter bit: a misprint in the 
REVIEW of May 19 was swiftly spotted by 
E. Schelhas — on page 59 we referred to 
“50,000 pubic servants" in Port 
Moresby. Still, it did not have quite the 
impact of an item spotted by Peter James 


civil service to see that decisions are im- 
plemented. But these talents remain hid- 
den from the public. While his predeces- 
sor, Sir Murray (now Lord) MacLehose, 
rode through a decade-long boom, 
Youde took overwith the worldin the grip 
of along recession. That does not prevent 
people from continually comparing the 
MacLehose presence with Youde's so- 
called “lack of charisma." While it is true 
that Peon лы needs a firmer hand 
at the helm anda good dose of leadership, 
to look forcharismaina governorisrather 
like saying that Hongkong would prefer 
to be run by à former Hollywood actor 
— and it needs a Hopalong like a hole in 
the head. 

MacLehose continues to haunt 
Youde. On the very day of his TV inter- 
view, his predecessor gave a speech in 


London, saying — quite correctly —that | "$ 


even if а package acceptable to the 
Hongkong people were agreed on, there 
would remain the problem of “how to 
find a way to convince them, and to con- 
vince the world of international finance 
and investment, that they can rely on the 
package being intact in the fu- 
ture” — a reference to the changes of 


line and personalities that have wracked | 


China over the past three decades. If I 
were Youde I would resent such scene- 
stealing and upstaging. It is reported that 


MacLehose objected to his predecessor - 


Sir David Trench giving a few lectures on 
Hongkong in the US and Britain after his 
retirement, and requested him tersely to 
desist. | wonder if Youde will do the 
same? 


of Darwin in a guide to passenger ser- 
vices at Singapore’s Changi Airport: 


Public/Passenger intercom 

There are glass panelled booths at one 
end of the Transit Restaurant for passen- 
gers to talk to their friends in the pubic 
area. Public access to the booths is from 
Viewing Gallery. 


€ AN advertisement in the May edition 
of the American Byte magazine, which is 
devoted to the world of computers, re- 
vealed the need of a word processor in 
the advertising department of EMS 
(Educational Microcomputer Systems): 


Mlera-One Software Features 
* CP/M* 2.2DOS 
* Perfect Writer word processor program 
Ы Ferte oe imr Pw an ута 
Ред ра 


ФА READER recently criticised me 
for making fun of a Malaysian name — 
but this company also tickled reader Tan 
Teo Kim of Kuala Lumpur: 
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"h Geneva talks. on Afghanistan; 
djourned on April 22 and will 
mid-June, offer an opportu- 
t Pakistan and Afghanistan to reach 
settlement. This is the first time since 
ecember-1979, when the Soviet forces: 
ervened' іп Afghanistan, that the two : 
have been conciliatory enough. to 
d meaningful negotiations. Moreover, 
Geneva talks, being held with the ac- 
mediation of the United. Nations Sec- 
ry-General’s special representative, 
 Cordovez, have received the bless- 
ings of both the superpowers. ^ 
е importance of this should not be 
nderestimated. While the Afghan re- 
e of President Babrak Karmal: obvi- 
usly cannot act without the approval of 
oscow, Islamabad has not: displayed 
uch. freedom of action either. Pakistani 
esident. Zia-ul Haq's government «has 
entified itself so closely with the United 
‘States on the Afghan issue that it is ип- 
ely that it would seek to modify its posi- 
on without consulting Washington. 


hould not allow this opportunity to be 
asted.. It will be сађед upon 
ore flexibility than it has so fa 
f the к, аге to be successful. 


The talks can be protracted and even end | 


па stalemate if the two parties adhere too 
idly to their stands on the three issues 
mn which the indirect negotiations centre. 
ese are: the withdrawal of foreign: 














iomes, and an end to foreign interference 
‘and intervention in Afghanistan. As it is. 
here are bound to be differences of in- 
pretation and disagreements on the 
e frame. Then the question of consult- 
the refugees, on which agreement has 
ееп reached in principle. at Geneva, 
:could.also prove to be complex. The mod- 
'ality of consultation has yet to be devised, 
and this is not going to be simple because 
he guerillas do not even have a unified 
political leadership or military command 
and are ideologically divided. 

" Given these difficulties, it is important 
‘that the framework of the talks be mod- 
fied to allow a more liberal exchange of 
views. It is time that the two sides talked 
face to face rather than through the awk- 
ward and indirect method adopted so far 


one delegation in the morning and the 
other in the afternoon. This is not only 
time-consuming, , if also prevents, a 
- dialogue in the true sense of the word from 
taking place. 

If Pakistan and Afghanistan were to 
“negotiate directly, of course with the active 


. diplomacy between Kabul and Islamabad 


:Since the government in Kabul has no 


; will not be legally justified in extending 


What is important is. that Pakistan | 


Ops; the return of the refugees to their. |. 


under which the UN representative meets | 





mediation of Cordovez, the scope of the ’ 


talks would be considerably broadened. 
Moreover, the parties could set up working 
groups or committees to: discus 
of issues simultaneously. This л 





so. | the Soviet Union had mai tained friendly 


permit negotiations at the expert or offi- 
cial level which would step up the pace, 
which has so far been agonisingly slow. 
Since April 1981 when the UN representa- 
tive (at that time Javier Perez de Cuellar) 
paid his first visit tothe region, the UNemis- 
sary has conducted four rounds of shuttle 


(later ‘Teheran was also included in. his 
itinerary); and two rounds of indirect talks 
have been held at Geneva: Both sides 
could do with more intensive diplomacy. 
Pakistan can inject-new vigour into the | 
Geneva talks by modifying its rigid stand 
on the framework of the dialogue. Is- 
lamabad has refused to have any contact 
with the Karmal regime on the grounds 
that itisanillegitimate one which has been | 
propped up with Soviet military support. 


mandate from the people; Pakistan feels it 
recognition to the Afghan Government. 


But were it to negotiate with Kabul's re- 
presentatives, Islamabad would not really | 
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be extending recognition to them. History 
is replete with examples of governments 
which have sat at the same table and. 
negotiated with other governments with- 
out extending. recognition tó them. The 
US talked with the leaders of China and 
Vietnam in Warsaw and Paris at a time, 


when Washington did not recognise either | 


nation: hence direct negotiations with the 
Karmal regime at Geneva should not 
weaken Pakistan's legal position in any 
way, while it should. give the much-re- 
quired boost to the dialogue. 


slamabad should also show some flexi- 

bility on the shape the final settlement is 
to take, Pragmatism demands that Soviet 
interests. in Afghanistan be recognised. It 
would be unrealistic to expect the Soviet 
Union to withdraw immediately and total- 
ly from Afghanistan, leaving behind a 
government in Kabul- which is hostile to 
Moscow. Throughout the 19th century the 
struggle in central Asia between tsarist: 
“Russia and the British Empire in India 
.centred on Afghanistan, and the situation. 


sians were assured of the neutrality. -— if 
notthe sympathy —of the rulers in Kabul. 
In the years prior to the 1978 revol 


_| relations with Afghanistan, and this had 
| been quite acceptable to Pakistan and 










there remained quite fluid until the Rus- |^ 








other countries interested inthe region. It 


“was only when Kabul began to tilt danger- 






ously towards Iran under the shah in the 
mid-1970s — indicating the growing influ- 
ence of the US —- that the pro-Soviet 
People's Democratic Party acted in April 
1978 and: seized power to correct the bas 
lance. With the Soviet military interven- 
tion in December 1979, the pendulum has 
swung too much to the other.side: The: 
peace settlement should seék the eventual 
withdrawal of Soviet forces from Af- 
ghanistan but should provide for a govern- 
ment acceptable to the Sovietsas had been 
the case for decades. 


qu are compelling reasons why Pakis- 
tan should now be seeking an under 
standing with Kabul. As long as the in- 
surgency in Afghanistan continues, even if 
itis in a low key, the influxofrefugeesinto 


i this country will be difficult to “check. 


Today there are nearly 3 million Afghan 
refugees in Pakistan, which is the largest 


| concentration of displaced persons any- 


where in the world. The economics of pro- 
viding them with food and shelter is, 
perhaps, the least worrying of all consider- 


„ations. Foreign governments — especially 


those staunchly opposed to the Soviet 
military intervention — have been extend- 
ing substantial economicassistance for the 
displaced persons from across the Durand 
Line. 

What. should, however, be causing 
some concern to- the government in Is- 
lamabad are the political and sociological 
implications of this number of refugees. 
They are even bringing about a change in 
the social, demographic and economic 
structure of some areas; especially in the 
volatile border regions of Baluchistan and 
North West Frontier Province (NWFP). 
Clashes have been reported between the 
refugees and the locals as economic, 
ethnic and sectarian differences have led 
to rivalry. The refugees are now making 
an impact on the country's politics too: the 
Jamaat-i-Islami, which has gained access 
to the refugee camps on the plea of or- 
ganising relief work, has won the support 
of the fundamentalist “groups among 
them. Thus the National Democratic 
Party, whose power base lies primarily in 
the Pathan áreas; finds itself being under- 
mined on. its home ground. These déve- 
lopments could, in the long run, have pro- 
‘found repercussions on. Pakistan's poli- 
tics. 

Equally serious are : the implications the 
refugees have for Pakistan’s security. As 
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nce Islamabad: obtained its US$3.2 
billion military-sales and economic-aid 
bei from the US.in 1981, it has been 
closely identified with American interests 
in the region. Even though the govern- 
ment has repeatedly affirmed that. no 
facilities have been | provided to 
Washington and that. arms which. 1s- 
lamabad is acquiring from the US have 
been purchased on a cash basis, Pakistan's 
sympathies- are known to. be with 
Washington. Moreover, Pakistan's arms 
acquisition has coincided with the Ameri- 
can moye to create an "area of strategic 
consensus".in the Middle East and the 
Gulf. It is also upgrading its military pre- 
sence in the region in the wake of the Ira- 
nian revolution. Islamabad's perception 
of the Soviet policies and its geopolitical 
concerns in southwest Asia have been un- 
comfortably similar to those of the 
policymakers in Washington. 

It is also time Pakistan reappraised its 
analysis of Soviet. goals in Afghanistan. 
More than three years have elapsed since 
the Soviet intervention in Afghanistan 
and none of the worst-case «scenarios 
drawn up then has materialised. Soviet 





troops have not moved into Pakistan ar. 


Iran. in an inexorable drive towards the 
‘warm waters оѓ the Gulf, Neither are the 













. itis essential that negotiations between 


options seriously limit 


stabilise | 
ring up і 
vinces of aluchistan and NWFP. 


expansion southwards is not on the cards 
unless Moscow finds itself under compul- 
sion to do so to protect what it perceives to 
be its interest in Afghanistan. 

Hence it is in Pakistan's own interest 


| not to provoke Moscow. Cultivating very 


close ties with Washington, especially 


r | when its strategic goals in the Gulf are di- 


rected against the Soviet Union; virtually 
amounts.to provocation. This the Pakistan 
Government fully: realises for, when it 
turned.down former US president Jimmy 
Carter's offer of US$200 million worth of 
military aid — describing it as "peanuts? 
— the Zia administration stated that by 
accepting such a small quantity of military 
hardware Pakistan would not be able to 
strengthen its defences but would at the 
same time incur Soviet hostility. By the 


| same logic USS2 billion of sophisticated’ 


American military equipment — even if 
paid for with cash borrowed at commer- 
cial rates — can be expected to antagonise 
Moscow. 
A settlement in Afghanistan is also im- 
portant for Pakistan in the context of 
South Asian politics: Islamabad's. rela- 
tions. with India and Afghanistan have a 
direct bearing on one another. At the start 
of the Afghan crisis (when frequent bor- 
der violations were taking place from the 
Afghan side and a dialogue on the no-war 
pact with India had not been launched in 
earnest) Pakistan feared a war on two 
fronts. " 
The situation has now eased consi- 


derably. But if Pakistan wishes to keep: 


its options open in its relations with India 


lamabad.and New Delhi are not held in 
the shadow of Afghanistan. Conversely, 
because of its differences with Indiaonthe 
Afghan question, -Pakistan has, not been 
able to explore the possibilities of a settle- 
ment in Afghanistan within . the 
framework of the non-aligned movement. 
The importance. of a non-aligned ap- 
proach, to .Afghanistan, even though it 
might be within- the institutional 
framework of the UN, is not to be 
minimised. Thus alone can Pakistan hope 
to retain its diplomatic initiative in the re- 
gion and keep the negotiations on Af- 
ghanistan out of the vortex of superpower 
rivalry, 

If Pakistan does. not want to be over- 
taken by events in the region it must be 
prepared to show some flexibility on Af- 
ghanistan. The Sino-Indian dialogue and 
the Sino-Soviet talks may not bring im- 
mediate changes in political equations in 
the region but, in.the long run, shifts in the 
balance of power in the region are to be 
expected. Pakistan. would be better ad- 
vised not to adopt. sucha rigid standon АЁ 
ghanistan that reign-policy 
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this it can be presumed that Soviet military 
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prime minister comes inder unusually tough scrutiny by — 
yo's press corps, and some say the treatment is unfair 





king Nakasone about i 


-| major Japanese newspape 










о: Prime Minister ^ Yasuhiro 
sone, in the view of many Japanese 


arsh and less fair press coverage over the 
ist'six months than any Japanese prime 
lister in recent political history. Lately 
ere are signs that the coverage is becom- 
























In his major policy speech on Мау 19 at 
the Japan National Press Club, Nakasone 
used the word “peace” seven times during 
the 20-minute address. His only. refer- 
ences to defence were to “the rapid in- 
crease of Soviet military strength" and to 
“the scourge of war" that stemmed from 
lapan’s pre-World War IL isolation -Over- 
all, the speech was a paean to a peaceful 
high- technology society in thé 2181 сеп- 
ГАРУ newspapers "covered the 
speech in much.the same way they have 
covered Nakasone since he became prime 
minister last November. Asahi Shimbun 
said the contents were not new. The page- 
one story added, "He [Nakasone] em- 
phasised. the principle of peace in his 
speech, but the question will be raised 
how-his policy of building up the nation's 
fences can be adjusted with this." 
һоп Keizai Shimbun, Japan's leading 
usiness daily, said in an editorial а day 







Crushed by 
the press 


Reporters. pursue the prime 
minister from dawn to dusk 
but seldom get a scoop 









tions. 





1d foreign observers, has received тоге: 





later that Nakasone's invocation of peace | 









; Tokyo: Japanese reporters. cover their 
.. prime minister in the same manner they 
. travel overseas or go drinking after work 
— in groups. Tlie major news organisa- 
.. tions assign up to 10 reporters each to the 
;Kantei Kisha- Club, the oldest and 
_ largest journalists’ club which covers 
the prime minister. Overall there are 
г about 400 kisha (reporters") clubs, with 
‘some 12,000 members representing 
, more than 160 news-gathering organisa- 














| Aboutt30 reporters arestationed full- 
time at the Kantei Kisha Club, working 
1 out. of three high-ceilinged, “cramped 
rooms in the Diet, or parliament, build- | 
ing. Three men from each major paper, 







came from his realisation “that the. big. 


wall of people's consciousness favours the 
existing constitution." 
Mainichi Shimbun, so far Nakasone's 


most severe press critic, continued its cèn- | 


sure: "Regarding disarmament," its edito- 
rial said, “his word differs from his action: 
it isclear. We cannot trust his lip service in 
disarmament efforts unless he changes his 
policy line of making Japan ‘an unsinkable 
aircraft carrier’.”.. Yomiuri Shimbun, 
which has been mildly critical of Naka- 
sone, stayed оп the fence. "Concerning 
the principle of peace, which is a good 
idea, we agree with it... . but frankly 
speaking, this sounds like lip service com- 
pared with the principles of freedom and 
harmony. We assume. the prime minister 
himself does not have the concrete mea- 
sures to do it." 

The differences in newspaper accounts 
highlight an unusual feature of the 


Nakasone administration. The top elected | 


official in any democratic society gets heat 
from the press, and по: post-war prime 
minister here has escaped unscathed from 
press criticism. Nakasone, however, 
sometimes seems damned if he does and 
damned if he does not by an influential 
segment of Japanese newspapers. 
Negative press coverage of a ruling 
leader could be written off as of esoteric 
interest only to other journalists, disgrun- 
tled politicians or academics. More than in 


known as “watchers,” 
"Minister Yasuhiro Nakasone every day. 

| They follow him everywhere from dawn 
to dusk, asking him questions in cor- 
ridors and cloakrooms, and asking 
people who have met him what was dis- 
cussed, After Nakasone met Tokyo- 
based American foreign correspondents 
before his Washington trip, watchers de- 
scended on the correspondents. Most of 
them asked: only one question: “How 
good was his English?” 

Nakasone ordinarily meets about 40 
people each day, and the watchers pay 
close attention when he huddles with el- 
ders from his Liberal Democratic Party 
(LDP), business leaders and executive- 
rank bureaucrats. After a reporter quiz- 
zes these people, he shares information 
with his newspaper's representatives at- 
the Foreign Ministry or other ministries 
or at LDP headquarters. The prime 
minister holds a formal press conference 
about three times a year, but most Ја» 
panese reporters base their daily stories 


| on these other conversations. Reporters 


from one newspaper may pool their 





cover Prime: 


day's knowledge and let the man who | 


shape р 
notwithstanding, 
suggest that the. 






ence at home of 
apers exceeds that 
| of their American and West European 
counterparts. Negative coverage “bothers 
Nakasone in a way, because it influences 
opinion polls which could affect the out- 
come of general elections," said a former 
aide to the prime minister. 

One reason for newspapers’ pervasive 
power here is their truly national nature, 
with daily circulation blanketing Japan's 
four main islands. Last year Yomiuri’s 
average morning circulation was. 8.8 mil- 
lion, Asahi's 7:5 million, Mainichrs 4.5 
million, Sankei’s.2:1 million and Nihon 
Keizar's 1.9 million. Every day more than 
67 million copies of morning and evening 
editions roll off the presses of some 142 
national and local newspapers, the largest 
circulation in the non-communist world. 
With a literacy rate.of virtually 10076, the 
Japanese are voracious consumers of the 
PEU word. 


nother factor is that apart from NHK, 
the government-sponsored broad- 
casting network, TV news plays a relative- 
ly minor role in Japan. Unlike those in the 
United States, Japan's top leaders have 
seldom gone over the heads of print jour- 
nalists to take their case directly to the 
people: through «ш managed ТУ 
appearances. i 
The press itself views its role both as a 
fourth pillar of government — along with 
big business, the bureaucrats and. politi- 
cians — and as a loyal, if unruly, opposi- 
tion. The first Japanese newspapers were 


founded 110 years ago by opponents of the 
‘Satsuma and Shoshu clans, which were try- 


ing to centralise more government power 


contributed the most important story 


elements do the writing. 


The chief cabinet secretary briefs ‘the. 
press twice a day, and his deputy gives a 
daily. background briefing. Reporters 
also haunt the prime minister's four or 
five private. secretaries, seeking bits of 
information that might distinguish their 
story from. everyone else's. Watchers 
spend the day with the prime minister 
but, by consensus, only two. Japanese 
wire-service reporters follow him at 
night, when he holds meetings in Japan- 


ese restaurants. Reporters are not ab ^ 
омей to follow Nakasone during his 


weekly meditation sessions at a zen tem- 
ple near Ueno Park. > 

Former -prime ‘minister. Kakuei 
Tanaka was a favourite of Kantei Kisha 
Club members, largely because he made 
them welcome at a private alcove in his 
home. It was liberally stocked with li- 


| quor and other blandishments, and even 
| newspapermen's drivers enjoyed visiting 


Tanaka's. Mejiro residence in Tokyo 
because his largesse ane extended to 
them. 

Scoops, are hard to: conie byi in such 


TESS ‘watchers 
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Wakasone; ргеѕѕтеп. government's fourth pillar 


into their own hands. Apart from the 
militarist 1930s and World War II, news- 
papers here have retained their self-image 
as that of a noble watchdog. Currently, 
one foreign analyst said, "Japanese jour- 
nalists say the opposition parties are 
worthless, so the papers have the function 
of exposing, criticising and explaining to 
the people to prevent absolutism from 
dominating politics." 

In its watchdog role, the Japanese press 
generally has been Left-leaning, espe- 
cially Asahi, Yomiuri and Mainichi. 
Nihon Keizai and Tokyo Shimbun are 
more or less centrist, with Sankei falling 
furthest to the Right on an arbitrary politi- 
cal spectrum. That basic political orienta- 
tion explains much of the. treatment ac- 
corded Nakasone since he became prime 
minister. “The press is still suspicious of 


collaborative situation. Sho Nakada, a 
veteran watcher for Mainichi Shimbun, 
said beating other reporters to a story 
“depends on the personal relationship 
between the reporter and the source.” 
He added that Nakasone has cultivated 
few press friendships. “If he likes some- 
one, it takes a long time to find out,” 
Nakada said. 

Press critics accuse the press-club sys- 
tem of fostering excessive chumminess 
between reporters and the person they 
cover. For instance, correspondents who 
followed Tanaka when he was prime 
minister from 1972-74 are said to have 
known about the byzantine financial 
dealings that led to Tanaka's resigna- 
tion. But they did not write any stories 
on the subject until after a Japanese 
weekly ran such articles written by an en- 
terprising young freelancer. 

Similarly, reporters who covered the 
late prime minister Masayoshi Ohira are 
thought to have known that the illness 
which put him in hospital before the gen- 
eral election in 1980 was much more seri- 
ous than their articles indicated. Ohira 
died before the election. —MIKE THARP 
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him because of his ten- 
dency to emphasise the 
military and security 
issues," said Masa- 
hiko Ishizuka, de- 
puty editor of the 

English-language 

Japan Economic Jour- 
nal. 
Sam Jameson, The Los 
Angeles Times' corres- 
pondent in Tokyo for 22 
years, wrote earlier this 
year in the Japan Society 
newsletter that Naka- 
sone's advocacy of a revi- 
sion of Japan's post-war 
constitution has caused 
the Japanese press to 
single him out as “anti- 
democratic.” The press 
also has called him a 
“weathervane” because 
of his history of shifting 
factional alliances and 
changing policies. More recently, Jame- 
son wrote: “The Japanese mass media 
have branded Nakasone as a puppet of 
former prime minister Kakuei Tanaka,” 
who is still standing trial on charges of re- 
ceiving a US$1.8 million bribe in return 
for promoting the sale of Lockheed Air- 
craft Corp. aircraft in Japan. 

However, Nakasone’s own character 
and personality have contributed more 
than any other factor to the largely un- 
favourable press treatment. Unlike his 
predecessors, Nakasone is an outspoken, 
straightforward articulator of issues, espe- 
cially those on which his position is clear 
and long-standing. For nearly four de- 
cades he has supported a much stronger 
Japanese defence capability as well as a re- 
vision of the war-renouncing aspects of 
the present constitution. Previous pre- 
miers have intentionally sounded vague 








on most issues — particularly on those re- 
lated to defence — but Nakasone speaks 
forcefully in public about his views. 

Press criticism of Nakasone began 
shortly after he was picked in Liberal 
Democratic Party (LDP) conclaves to suc- 
ceed Zenko Suzuki. Nakasone, head of 


the fourth-largest LDP faction, came to 


power with only the backing of Tanaka, 
who leads the largest faction. This caused 
most newspapers to paint Nakasone as 
Tanaka’s creature, and some even dubbed 
him “Tanakasone.” When Nakasone ap- 
pointed several Tanaka-faction members 
to cabinet and senior party posts, the press 
lambasted him for catering to the “dirty 
politics” of Tanaka. 


S: strident was the criticism during the 
early days of his administration that 
the political editors of the major dailies 
and of Kyodo newsagency met at a round- 
table discussion in December last year to 
discuss the coverage. Hirohisa Kato, 
Yomiuri's political editor, said that the 
editors conceded that treatment had been 
unduly harsh. “We agreed to wait and see 
what Nakasone would do in the coming 
months," he recalled. Asked if the news- 
papers kept to the agreement, Kato shook 
his head, noting that "the critical tone of 
Asahi and Mainichi continued." 

The prime minister enjoyed a belated 
honeymoon from the press, and his trip to 
Seoul in January to formalise a US$4 bil- 
lion aid package was considered a foreign- 
policy coup by most newspapers. Then 
came Nakasone’s ritual visit to 
Washington. 

And in a meeting with editors of The 
Washington Post, he referred to Japan as 
*a big aircraft carrier," and vowed to de- 
fend several strategic straits around Japan 
and to. bottle up the Soviet navy in sur- 
rounding waters. 

The Japanese press went wild in their 
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attacks on the prime minister for his re- 
marks, which the newspapers believed 
moved Japan farther down the road to- 
wards militarism. Since then, Nakasone 
has assumed a noticeably lower profile on 
defence issues, stressing instead all man- 
ner of non-controversial stances. His re- 
‘cent policy speech at the press club re- 
flected that shift of tone. Most analysts be- 
lieve that it is only the tone, and not the 
‘philosophy, which has changed. 

There was grudging praise in most 
newspapers about Nakasone’s trip in early 
May to Southeast Asia. During that trip 
the Foreign Ministry and Prime Minister's 
Office took pains to keep Nakasone to a 
carefully prepared script which em- 
phasised Japan's peaceful economic co- 
operation efforts in the region. Nakasone 
spoke of defence only to explain that gov- 
ernment policy would remain strictly de- 
fensive in nature and that Japan would not 
threaten its neighbours. 


ne veteran Asahi employee dividesthe 

Japanese press into two groups in their 
coverage of Nakasone: Asahi and Maini- 
chi leaven their reportage with suspicion, 
caution and criticism, while Yomiuri, Nik- 
kei and Sankei report Nakasone's remarks 
in a more or less straightforward way. 
Another Asahi reporter believes that 
some of the correspondents who cover the 
prime minister on a daily or weekly basis 
genuinely do not like him, and feel Japan 
would be safer with a new cabinet in 
office. 

As in most Western press establish- 
ments, there is a formal division in Japan 
between news coverage and editorial com- 
ment. And in Japan as elsewhere the divi- 
sion is sometimes honoured more often in 
the breach than in the observance. 
Yomiuri, for example, is in a particularly 
interesting posture regarding its coverage. 
Tsuneo Watanabe, the newspaper's edito- 
rial board chairman, first began covering 
Nakasone as a young reporter in the late 
1940s in Gumma prefecture. There he saw 
the young former navy officer riding a 
bicycle with the Japanese national flag 
fluttering from the handlebars. That 
began a friendship which has persisted 
through to today. 





s After Nakasone 's election, Yomiuri ran 


a front-page story predicting the make-up 
of the new cabinet. Every guess was cor- 
rect, but. Yomiuri’s scoop was roundly 
criticised by other newspapers as an in- 
sider's promotion, or a trial balloon, 
launched by — Nakasone's friend, 
Watanabe. 

Apparently the premier learned some- 
thing about the press then, because he told 
no newspaper about his surprise state visit 
to Seoul. Yomiuris Kato observed that 
Watanabe has never given a directive on 
what type of news story might be needed 
or on the direction a reporter should take 
in a story. But he adds that “I might be 
telling a lie if I told you there was no influ- 
ence at all." 

Other Japanese newspapers also tend to 
coordinate editorial policy and daily news 
coverage. One long-time Mainichi repor- 
ter said that the man in the field *cannot 
write a completely opposite opinion [from 
the paper's editorial posture], but the re- 
porter can write what he thinks, and the 
editorial-writer does the same." 

As Nakasone has moderated his public 
remarks, so too has the Japanese press — 
with the exceptions of Asahi and Mainichi 
— softened its tone towards him. A public 
opinion poll conducted by Asahi in May 
showed that the ratio of non-supporters of 
the Nakasone administration fell to 40% 
in May from 43% in February, while sup- 
porters rose to 30% from 29%. However, 
the new phase for both newspaper cover- 
age and popular support may be short- 
lived, and if Nakasone should revert to his 
hawkish rhetoric, he can expect more 
press criticism. 

The prime minister himself was sin- 
cerely. bewildered, aides said, by the 
rough treatment he has received from the 
Japanese press. He was unaware of how 
much importance his utterances as pre- 
mier carried, and soon realised he could 
not mount soapboxes to drum up support 
for his cherished political preferences. 
Several Japanese journalists suggested 
that Nakasone will proceed much more 
cautiously in his public statements in the 
future. It seems likely, however, that at 
some point his outspokenness will again 
be demonstrated. 
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Softening on 
hard issues 


Both sides appear more 
flexible with the approach 
of fresh Sino-British talks 


By Mary Lee 


Substantive Sino- 
<y British negotiations 
«> | on the future of 

a9, Hongkong will pro- 


al EN begin after 


the British general 

election and China’s 
sixth National People’s Congress, both 
of which take place this month. A clear in- 
dication of Peking's desire to gét on with 
the bilateral talks was given by a top 
Chinese official, Xi Zhongxun, to a 12- 
member delegation of Hongkong busi- 
nessmen and professionals in Peking re- 
cently. “We had hoped we could talk in 
May,” Xi told the group, headed by indus- 
trialist and Legislative Councillor Allen 
Lee. “We are very anxious,” Reflecting 
Britain's position, Hongkong Governor 
Sir Edward Youde said recently: “The 
talks are moving and are moving in the 
right direction.” 

Peking blames lack of progress in the 
talks so far on Britain's stubborn stand on 
the validity of the three unequal treaties of 
the 19th century, which led to the 
colonisation of Hongkong. As Xi de- 
scribed it, British Prime Minister Mar- 
garet Thatcher “made the wrong move in 
the chess game during her visit to Peking 
last September. She is now changing, 
starting anew, and we are urging her to get 
on with the resolution of the problem." 

The softening on both sides effectively 
takes the Hongkong problem back to its 
starting point — before Thatcher's visit 
caused a backlash of Chinese indignation 
— which was a position of some optimism 
that a solution would be found. 

Thatcher's stubbornness is well known, 
but equally Peking has resolutely refused 
to recognise that once Britain concedes 
sovereignty over the territory to China, 
the only legal basis for its official presence 
in Hongkong will be removed. 

Peking's position, according to earlier 
Chinese. statements, is that China's 
sovereignty over Hongkong is non-negoti- 
able, but it would recover the territory in 
1997 as a transition from British rule to 
self-rule if necessary. 

But what hds caused both sides to soften 
their stands and to emphasise mainte- 
nance of prosperity and stability rather 
than sovereignty? The answer appears to 
be the state of the Hongkong dollar, which 
fell steadily in May, bringing the trade- 
weighted index to a record low of 74.1 and 
closing at HK$7.1:US$1 оп May 28. While 
both Peking and Hongkong leaders still 
insist publicly that 1997 jitters are not the 
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Xi and Lee: moving in the right direction 


main cause of the local dollar's weakness, 
the currency’s historic low not only 
threatens recovery of the manufacturing 
sector but will also fuel inflation — and 
therefore social unrest. 

The general manager of the Bank of 
China’s Hongkong branch, Jiang Wengui, 
was forced to make an unprecedented 
public demand on May 26 that the admin- 
istration stabilise the local currency — 
whose fall, he said, was brought about by a 
small number of speculators. Jiang called 





on the government 
to abolish the 10% 
tax on Hongkong 
dollar deposits, 
and said that 
China's export 
earnings from 
Hongkong had fal- 
len 20-30% as a re- 
sult of the cur- 
rency'sslide. 

Despite Xi's re- 
ferencetoachange 
in the British 
stance, however, it 
is unlikely that 
Thatcher has ac- 
tually conceded 
the substantive 
issue of sovereign- 
ty. But Britain's 
acceptance -that 
sovereignty is non- 
negotiable is im- 
portant as it suggests that, in practice, the 
sovereignty hurdle may now have been 
cleared. Xi, who told the group at the out- 
set that he was speaking on behalf of the 
Chinese Government, declared: “The 
problem of Hongkong's sovereignty is 
not a prerequisite. Sovereignty is non- 
negotiable. What is there to talk about? 
Hongkong is your home but it is also a part 
of China, now and forever." 

However, there is a real dangerthat the 
local turbulence stirred up by the Hong- 


Та алыб РАО 


kong dollar іп recent weeks may well de- 
base the real, if slow, progress which 
clearance of the sovereignty hurdle obvi- 
ously signifies. Already, there is talk in 
some Hongkong circles that Britain is too 
ready to give in to China's demands in 
order to secure valuable deals, such as the 
sale of turbines to Guangdong’s proposed 
nuclear power plant, and the award re- 
cently to a British Petroleum-led consor- 
tium of the first oil-exploration contract in 
the South China Sea. “By resolving this 
issue, not only would China feel honoura- 
ble but [so would] Britain,” Xi stated, 
“and it would also benefit friendly coope- 
ration and economic development.” 


Ithough Britain and China now. ap- 

pear ready to get on with substantive 
negotiations on the working arrangements 
necessary to maintain prosperity and 
stability, agreement will continue to be 
difficult. The solution, as analysts have 
long argued, must safeguard the continua- 
tion of free enterprise, market-deter- 
mined pricing of goods and services, free 
movement of individuals, market access 
for Hongkong goods, freedom of informa- 
tion and of the press, an independent 
Hongkong dollar, freedom to speculate 
and an independent legal system and tax 
structure. Moreover, as former governor 
Lord MacLehose told a London audience 
recently, there is still the problem of main- 
taining Hongkong and international confi- 
dence that “acceptable arrangements, 
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| once made, will not be interfered with.” 


There is still no indication whether Bri- 
tain's desire to continue administering 
Hongkong after sovereignty is conceded 


ı — be this in 1997 or before — is a realistic 


expectation. For its part, Peking has not 
changed its intention to turn Hongkong 
into à special administrative region (SAR) 

“with a large degree of autonomy." Xi 
told the Lee group: "We will not change 
[Hongkong's] capitalist system. If it were 
changed, it would not be an SAR, and Ar- 
ticle 31 of the constitution [which provides 
for the setting up of such regions in China] 
would be empty words." Xi, however, did 
not mention the gangren zhigang (Hong- 
kong self-administration) proposal. As 
publicised by Liao Chengzhi, director of 
the Hongkong-Macau office of the State 
Council, this calls for the removal of the 
British governor and flag — and in effect 
means the end of British administration. 
It is still not clear what will be the neces- 
sary elements in Xi's “honourable solu- 
tion," but Xi indicated that there was 
room for discussion. "The negotiations 
have not begun and nothing concrete can 
be offered," he said. “We are very careful 
on the Hongkong issue and will not do or 
say anything to harm Hongkong." This 
last remark, analysts say, means that Pe- 
king will not announce the SAR plan for 
Hongkong — which is similar to that pro- 
posed to Taiwan in 1981 — at the June Na- 
tional People's Congress. The SAR plan, 
however, remains China's negotiating 
position, analysts said. 


hat of the British stand? Youde, who 

is expected to be à member of the 
British delegation, told an anxious audi- 
ence on the anniversary of his first year in 
office on May 19: "The best thing for 
people to do is not to look at details of 
what might happen. What matters is what 
the Hongkong people are looking for — a 
continuation of the lifestyle they enjoy. . . 
and an assurance of continuity, and that is 
what we are looking for, too." 

On that basis, some analysts say, Bri- 
tain has a great deal of common ground 
with China. Youde said that he would 
"certainly be looking for progress in the 
talks in 1983." 

The fragility of confidence in Hong- 
kong's future must now be obvious to both 
sides. There is no doubt that the local pub- 
licity which Liao's comments on self-ad- 
ministration received only aggravated in- 
vestment jitters. Many analysts now say 
Peking will probably stop inviting Hong- 
kong delegations up to discuss the 1997 
issue once substantive talks begin. A 
statement issued to a visiting group of 
local journalists in Peking recently — 
which outlined in general terms China's 
“long-term policy" towards Hongkong — 
clearly indicated that Peking was observ- 
ing the need for confidence on the con- 
tents of the talks. 

But it remains to be seen whether the 
much-acclaimed “underlying strength" of 
the local economy and the Hongkong dol- 
lar will revive while negotiators bargain in 
Peking on how to maintain Hongkong's 
prosperity and stability. 
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orth and south of the border, news 

from Korea certainly varies sharply 
— all the better South, and all the worse 
in the North. For example, it was in- 
teresting to learn recently that South 
Korea is making it easier for its popula- 
tion to travel abroad as tourists — even if 
most of those allowed to leave will be 
more than 50 years old. Here is growing 
confidence in the future, despite concur- 
rent warnings by a couple of army defec- 
tors from the North. 

A study by the Pacific Area Travel As- 
sociation (Pata) shows that every “vaca- 
tion traveller" from South Korea must 
deposit Won 2 million (US$2,564) in a 
bank for at least one year at a fixed in- 
térest rate. Nearly 30,000 Koreans have 
opened such accounts since last year and 
it is forecast that about 20,000 of the 
over-50s will travel as tourists in 1983, 
with 4,000 choosing Hongkong as a de- 
stination. The number of licensed travel 





Lee: defections and desertions 


agencies in South Korea has risen from 
23 to 47. 

Pata researchers believe that the 
tourist total from South Korea will top 
200,000 in 1986, while the business- 
travel total will rise from last year's 
106,000 to 226,000 in 1986 and employ- 
ment-related travel will total 243,000 in 
1984. The records show that 1.6 million 
Koreans were living abroad in 1981. In- 
vitations from these expatriates can pro- 
mote visits from friends and families re- 
sident in Korea — South but not North, 
of course, though an estimated 10 mil- 
lion Korean families have been divided 
since the end (or postponement) of the 
war in 1953. 

The recent hijacking of the Chinese 
airliner across North Korea into South 
Korea and the subsequent "friendly 
negotiations" between Chinese and 
South Koreans in Seoul clearly, and not 
surprisingly, angered North Korea. Re- 
ports have suggested that Chinese 
Foreign Minister Wu Xuegian's hasty 


НОСНЕ 
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and apologetic visit to Pyongyang тау 
be followed by an invited visit to China 
of senile President Kim 11 Sung's son, 
Kim Jong Il (41). Kim Jr is obviously the 
one to watch as the communist but non- 
Marxist dynasty solidifies in Pyongyang. 
A recent army defector from North 
Korea, Capt. Shin Chung Choi, who left 
behind a wife, a mother and two sons, 
stressed the burdens of life north of the 
border. In an underplayed interview in 
Seoul, he said that. Kim Jong Il had 
seized complete control of military, poli- 
tical, economic and social life. Once 
called “the Army of the Party," the 
People’s Army is now known as “the 
Army of Kim Il Sung and Kim Jong II” 
and a political-military slogan is: “То be 
loyal to Kim Jong II means being loyal to 
Kim Il Sung." 
Shin said that a master-plan for the in- 
vasion of South Korea was drawn up in 
1975 by the superintendent of the Kim 11 
Sung military university, Gen. 
Kim Sun Il. (What a confounded 
nuisance these repetitive Korean 
names are.) It blueprints the con- 
quest of all South Korea in five to 
seven days. In conformity with the 
plan, it is claimed, all tanks have 

22 been re-equipped and all 

7, field guns have become self- 
= propelled. 

“In February this year, Kim Il 
Sung proclaimed а 'quasi-war 
state’ under which all military 
units have been placed on alert," 
said Shin. “In addition to main- 
taining millions of paramilitary 
forces, such as the workers’ and 
farmers’ Red Guards and Youth 
Guards, Kim Jong Il has recently 
organised the families of the mili- 
tary as yet another militia organi- 

sation, giving them emergency mobili- 
sation and shooting training once a 
week." я 

He claimed that increasing desertions 
— though not yet to the South — were 
being reported. Evidently there will be 
another tight security check following 
Shin's defection. He recalled that, after 
air force pilot Lee Ung Pyong’s earlier 
escape to the South, “a sweeping loyalty 
check was conducted of all air force 
pilots and many were expelled from ac- 
tive duty, and even in my civil police unit 
four officers were discharged and six 
others reassigned from the sensitive bor- 
der zone to ordinary infantry posts.” 
However, Shin gave no prediction of 
further defections in his wake — nor did 
he comment on the possible fate of his 
deserted family. 

The North Korean scenario remains 
confused and confusing, though of 
course always threatening. And, on the 
evidence, that threat will become 
stronger when Kim Jr takes over. 
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All our wide-bodied flights provide an enviable 
range of Business Class amenities, including 
specially designed wider seats, more legroom, bigger 
choice of meals and drinks, real chinaware and table linen 
But with our exclusive BIG TOP — the latest and largest 
747 of all — we've gone a few steps further. We've positioned 
Business Class in the upstairs deck, an area almost twice the size 


FOR BUSINESSMEN: 
PRIVATE BAR SERVICE, GALLEY, 
RESTROOMS, MOVIE FACILITIES. 


ON AFLOOR OF YOUR OWN. 


of normal 747s. Here, on a floor of your own, you have 
your own private bar service, restrooms, movie facilities 
and galley. And seating is either window or aisle. 


Of course, if you prefer to pay more for luxurious travel, 


you can relax downstairs in fully reclining Snoozzzers, 
in one of the most spacious First Class cabins in the world. 
There’s also extra room to relax in Economy Class, with 





more generous legroom between specially contoured seats. 
Upstairs or downstairs, our exclusive BIG TOP promises 

a new level of travel comfort. With more gentle hostesses 

to give you the kind of inflight service that even other 

airlines talk about. Fly our exclusive BIG TOP soon. 

Between Southeast Asia, Tokyo and Los Angeles. 

And sit on top of the world. SINGAPORE AIRLINES 


FIRST WE CHANGED OUR NAME FROM SIRIUS TO VICTOR. 


THEN WE MADE VICTOR AN EVEN MORE POWERFUL AND 
AFFORDABLE COMPUTER SYSTEM. 


LEADERSHIP. Sirius became Europe's 
most popular 16-bit microcomputer by offering 
unmatched performance at an unmatched price. 

With our name change to Victor, we ve actually 
increased performance and lowered the price*. 
Worldwide. 

That lower price still includes our powerful 
16-bit desktop microcomputer, an adjustable i 
screen monitor, a detached keyboard tailored 
to both your language and country, two 
operating systems... and more. 128,000 „& 
characters of main memory (expand- 4 
able to almost a million). 1.2 million 
characters of disk storage (expandable 
to 11.2 million). 

Victor is the system that's big enough 
for big business, yet affordable enough for 
small business. 


THE VICTOR NAME. For 66 years, 
the Victor name has been a synonym for the 
highest quality business, office and profes- 
sional machines. When Sirius acquired Victor in 
order to better manage our worldwide growth, 
we retained the Victor name and our philosophy: 
offer the best price to performance ratio in the 
business. 

That's just what you get with Victor micro- 
computer systems. 


UNMATCHED PERFORMANCE. At 
our new prices, you might expect compromises. We 
didn't compromise. Not in the computer. Not in the 
friendly and highly useable business sotfware we 
offer. 

Victor's unique combination of hardware and 
software provides you with a working environment 
that's as enjoyable as it is productive. Even if 
you're not a computer expert. 
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VICTOR, THE 
ADVANCED 16-BIT 
MICROCOMPUTER 






















ASK FOR A DEMONSTRATION. The 
best way to see how powerful, friendly and economi- 
cal a Victor can be is to try it yourself. Hands on. 

Try business programs that not only speak the 
language of business, but yours. 

Ask about programs that fit your specific busi- 
ness: Accounting. Word processing. Electronic 
planning and forecasting. Graphs and charts. 

There are hundreds of programs available. 
Programs that turn your Victor computer into what 
may well be your most economical business produc- 
tivity tool. 


VICTSR 


FOR MORE INFORMATION AND THE NAME OF YOUR NEAREST DISTRIBUTOR OR DEALER, CALL: 
VICTOR TECHNOLOGIES INC. 380 EL PUEBLO ROAD. SCOTTS VALLEY. CA 95 066. (408) 438.66.80. 
VICTOR TECHNOLOGIES EUROPE. NINOOFSESTEENWEG 71. 1750 SCHEPDAAL. BELGIQUE. (2) 569.55.00. 


* The price may vary according to the local market. Typical price is $ 4000 (US) ex VAT. 





SOCIOLOGY 


A place to ca 


Land for Housing the Poor edited by 
Shlomo Angel, Raymond Archer, Sidhi- 
jai Tanphiphat and Emiel Wegelin. 
Select Books, Singapore. No price 
given. 


CORRUGATED iron shanties propped 
precariously on Hongkong  hillsides; 
crumbling, vermin-infested tenements in 
Bombay; pavement residents sprawling 
across Calcutta апаз Colombo; lean-to, 
makeshift shacks in Mexico City . . . From 
Bogota to Bangkok, these all-too-familiar 
spectres make up the threadbare tapestry 
of life in the Third World. 

Last month the United Nations Com- 
mission on Human Settlements met in 
Helsinki. With characteristic pragmatism 
its members sifted through mountains 
of statistics and reports in an attempt 
to gain a clear picture of one of the 
most emotional issues concerning life 
on this planet — land for housing the 


poor. 
The studies in this volume — all 23 of 
them — and the work’s theoretical 


framework were used to prepare the com- 
mission’s draft theme paper. For that 
reason, Land for Housing the Poor is a 
sterile documentation of facts and figures, 
lease and tenure, laws and local land cus- 
toms, rural migration trends and urbanisa- 
tion projects. 

But the unsuppressable picture which 
emerges through this wealth of academic 
analysis is graphically tragic. Consider 
these few facts gathered at random from 
the study papers: 

» Half of Mexico City's 16 million popu- 
lation are living in irregular settlements. 





TRAVEL 


APA goes trans-Pacific 


Mexico. Insight Guides. APA Produc- 
tions, 1983. S$29.75 (US$14.25). 


IN Singapore bookshops, Insight Guides 
are almost the only ones on the book- 
shelves, possibly because they are locally 
produced and the mark-up is so high that 
few people buy imported literature if they 
can avoid it. The Mexican volume just 
published is the farthest afield the series 
has gone, and is certainly attractive; it 
contains a wealth of material on different 
tribes, while the historical account is most 
readable and informative. Illustrations 
meet the high standard one is accus- 
tomed to expect from Hans’ Hoefer's 
series. 

But one doubts whether the writers ever 
climbed *Popo" (Mt Popocatepetl) since 
there is no mention of the inn near the 
peak. And the writers have little interest 
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otherwise to be treasured as perhaps the 








| your own 


ь Some 40,000 people live in migrant set- 
tlements in Papua New Guinea's capital, 
Port Moresby. 

» Approximately half of  Lusaka's 
500,000 population live in squatter settle- 
ments. 

» An estimated 2 million people live in 
squatter accommodation in Metro-Man- 
ila, Philippines. Squatters comprise 40% 
of the capital's population. 

> About 25% of Pakistan's urban popula- 
tion lives in slums. In Karachi some 2 mil- 
lion out of a population of 5 million live in 
katchi adabis (il- 
legal settlements). 
» Іп Hongkong 
there are ап esti- 
mated 750,000 
squatters, and 
squatter settle- 
ments are increas- 
ing. 


> A conservative 


estimate puts 
Bangkok's slum 
population at 


551,420 — 13% of 
the city's inhabit- 
ants. 


What all these 
people — and mil- ES л” 
lions тоге like | = ле 4^ 
them throughout | Hongkong; Calcutta: faces of poverty 
the Third World — 


have in common is that they cannot afford | 
legal access to residential land, however 
elementary and minimal their land needs 
maybe. 

Huge numbers of urban dwellers are in- 
creasingly finding themselves excluded 


in Cuernavaca, though many foreigners 
do choose it for retirement. Happily, they 
did refer, albeit cursorily, to Guanajuato, 
a city which has been described as *the 
Florence of the Americas." Too few 
foreigners know of its existence. 

Since the main text is so delightful, the 
shoddy proof-reading by people knowing 
no Spanish is to be deplored. Accents and 
hyphens are most haphazard, prose often 
jarring and unpolished, words misused. 
Information is uncoordinated: on page 12 
the national road network is over 241,000 
kms, but by page 19 it has shrunk to *al- 
most 200,000 kms." This proclaims an 
editorial scissors-and-paste job done by 
people who do not know their subject; it 
does detract from the value of a book 





best publication on Mexico in recent 
years. — HUSEIN ROFÉ 
















from even basic hous- 
ing. Many will never 
have a place to call 
home. In bitter con- 
trast, vast tracts of ) 
vacant land are being 
held “off the market" — - 
by refractory land : 
barons who wish only 
to increase the com- 
mercial worth of their 
turf. Elsewhere, inept 
city planners produce one bad scheme after 
another in a bid to stem the mounting tidal 
wave of human jetsam swelling their con- 
urbations. 

The writers and editors point out that 
most governments have, to a greater and 
lesser extent, appreciated the gravity of 
their housing crises. Official action ranges 
from violent destruction of slum commu- j 
nities and the tacit support of organised in- 
vasion; from the construction of highly 
subsidised flats to the introduction of en- 
vironmental improvements in squatter en- 
claves. 

But the underlying theme seems to be 
that massive reservoirs of human resources 
are being left untapped, producting a drain 
on their respective communities rather 
than being properly utilised for the com- 
mon good. , 

“If this potential is to be realised in the 
future, attitudes must change, under- 
standing must grow and action must fol- 
low, to ensure that everyone is able to oc- 
cupy a placeinthecity—a place from which 
he or she can participate effectively in the 
economic, social and political life of the 
city as a respected and valuable human 
being," state the editors. 

It would be impossible to present an in- 
tegrated set of recommendations for ac- 
tion which would be relevent, applicable 
and acceptable to all, and so Land for 
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minus the mystery, - 
minus the 


myth: 


“<= Asia 1983 Yearbook - 





























uses over half of mankind. Every day events are 
ening here that not only shape Asia's future but af- 
entire world. Asia 1983 Yearbook.covers these 
, compiles analyses and interprets them. No 


ecutive or scholar or anyone who has dealings with 
sia. Decide for yourself whether any other single 


ia at your fingertips as does the Asia Yearbook. 


Now In Its 24th Edition 

The Asia 1983 Yearbook, celebrating its 24th anniver- 
ry, is bigger and more comprehensive than ever be- 
e. Matching the rapid pace of Asian development, we 


Asia can afford to ignore. 


Special Section, namely ASEAN and Fishing. You 
will find familiar chapters and features as well: a Re- 
опа! Round-up, The Power Game; Population & Food, 
orld. Bank and Asian Development Bank, Asian Fi- 
nce, Asian Investment, Energy, Commodities, Avia- 
n, Shipping, Trade & Aid, West Asia, Islam, South 
acific and Asian Organisations. 

The main body of the book contains chapters on 32 
countries. Each:is divided into 3 sections: political and 
ial, foreign relations, economy and infrastructure 
ging from Afghanistan through China, to Korea and 
pan, down through the Philippines to Australia and 
w Zealand, and then back to Pakistan via India, in- 
onesia, Singapore and Malaysia.: 


in the past, the Yearbook has an abundance of 








ng a full military ош of every country. 


1 country is discussed with up-to-date reviews on its 
ics and Social Affairs, Foreign Relations, Economy 


ind Infrastructure. Bu Yearbook gives you localised, © 


| ssman can afford to ignore them. Nor сап any - 


um puts the economic, social and political realities 


nave gone into greater detail, with deeper insight, topro- | 
a book that no Berean МЕ has апу dealings with. 


ts, tables and graphics to illustrate the material, in- ` 


also been supplied with a set of vital ‘statistics cümla 
against a master questionnaire provided by. Yearbook 
experts. р 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the REVIEW'S cor- 
respondents provide on-the-spot reports from. every 
major Asian capital. From Islamabad to Tokyo, Peking 
to Canberra. And. virtually every area of interest 
throughout Asia. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 24 years) to keep the Asia Yearbook pertinent. 
To give you Asia, minus the mystery. Minus the myth. To 
give you Asia as only the Far ыт Economie пелен 


|. can. 


: ` Soft Cover: HK$110/US$16.95/£9.95/5/M$38.50 
he Asia 1983 Yeaibook ke two new chaptets їп — 


Hard Cover: HK$130/US$19.95/£11.75/S/M$45.50 
For airmail delivery, please add: - HKS39/US$6/£3.50/S/M$13. 50 








SS m 
R0609Y3.: 
To: Publication Division, .. ; 
Far Eastern Economic Review, ^ 
G.P.O. Box 160, 
Hongkong 


Please rush me copy/copies of the Asia 1983 Yearbook as 
indicated. ! enclose a cheque/postal order for i 
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Asia 1983 Yearbook (Soft Cover) 
Price: HK5110/US$16.95/£9.95/S/] 


No. of copies 


` Asia 1983 Yearbook (Hard Сом 
Price: нктр, эзе 


No. of copies à 
"For airmail delivery: please: а 


Housing the Poor gives a wide and varied 
array of possibilities for helping the Third 
World's homeless hordes. 

The editors favourably lobbied their 
views at a meeting of the UN Centre of 
Human Settlements and the Expert 
Group on Land which was convened in 
Nairobi in November last year to discuss 
we draft theme paper for the Helsinki de- 

ate. 

They now hope their combined work 
will be similary well received within the un- 
fortunate townships their book highlights, 
in particular, and throughout the ghetto- 
proliferating poor world in general. 

— MICHAEL CHARNOCK 








61 heard remarkable stories both regard- 
ing this (Mao's) marriage and Chiang 
Ch'ing herself. Po Ku spoke of her ‘col- 
ourful past,’ by which he meant what is 
today called the ‘dolce vita,’ of her shady 
connection to higher KMT [Kuomintang] 
circles, and her ambiguous relationship to 
the party. She was indeed unlike other 
party members who came from 
Nationalist China. She did not go to the 
party school and generally passed as 
apolitical. There was a story which later 





gained currency that K'ang Sheng had ad- | 
mitted her to the party in 1932 or 1933, but | of Queensland Press. A$24.95 (US$22). 


- that she had remained politically passive 


(or active in the underground according to 
an even later version). In Yenan as well, 
she failed to participate in political mat- 
ters, at least during my time there. She 
also withdrew from the theatre. Her ar- 
rogant manner of riding a horse attended 
by four bodyguards jarred with the simpli- 
city of Yenan life and won her little sym- 
pathy among its residents.’ — from A 
Comintern Agent in China, 1932-1939, by 
Otto Braun, translated by Jeanne Moore, 
introduction by Dick Wilson, University 





HISTORY 


All for the love of India 


India Britannica by Geoffrey Moorhouse. 
Harvill Press, London. £12.95 (US$23). 


ONE of the British magazines described | 


this book as a labour of love, and it is cer- 
tainly that. Moorhouse says in his intro- 
duction that he fell in love with the idea of 


India through reading comic books about | 


Kiplingesque heroes of the Raj during his 
schooldays in northern England (though 
his interest also got a boost with the charis- 
matic Mahatma Gandhi's tour of the 
milltowns during his visit to England for 
the round-table conference). 

Fortunately, however, love in this case 
is not blind. So, as well as the glories of the 
Raj, we аге given an insight into its disas- 
ters. And the independence movement is 
also shown, warts and all. i 


Moorhouse is, of course, remembered | 


for his brilliant work Calcutta. easily the 
best of the now-flourishing school of city 
"biographies," and he applies the same 
keen historical and social insight to the 
whole of the Subcontinent as he did then 
to its greatest city. Like the workmanlike 
storyteller that he is, Moorhouse starts at 
the beginning — the first Englishman in 
India, Jesuit priest Thomas Stephens, ar- 
rived with the Portuguese in 1579 — and 
goes on to the end, or even beyond, with a 
closing chapter on the lingering British in- 
fluence since independence. 

And in 288 well-illustrated pages (in- 
cluding index and chronology) he packs as 
much information, both vital and trivial, 


as can be found in many a weightier tome. | 
He is particularly good on the continuing 


dispute between the "Indianists" and the 
"colonialists" both within the old East 
India Company and in the Raj administra- 
tion that followed it. 

The Indianists, regarded as being too 
soft on the Indians (for instance, refusing 
to take part in the terrible acts of ven- 
geance which followed the Indian 
Mutiny), were in fact determined to allow 
India to follow its own course to eventual 


self-government on the pattern of, say, | 


Australia or Canada. The colonialists, on 
the other hand, were determined that Bri- 
tain would extract the maximum from 
India, and that the Indians should be kept 
in their place. Tragically, agood number 
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of these went under the label of Christ- 
ians, despite their notably un-Christian at- 
titudes. 

They were also notably short-sighted. 
How could they have failed to see the writ- 
ing on the wall when, as early as 1920, 
India was the world's eighth-largest indus- 
trial nation (ruining the Lancashire cotton 
industry in the process) and by 1939 the 
balance of trade between Britain and 
India was actually in India's favour? 

Following this line, Moorhouse also 


tackles the knotty question which lies at | 


the heart of much of the present debate 
over the film Gandhi. Could the British 
have handled independence better? And 
could the Indian leadership. then and 
now, have overcome the country's inter- 
nal problems more successfully? 

The answer to both is, of course, yes. 
There can be no question that the rush to 
get rid of India, inspired by Clement 
Attlee (who oddly enough went to 
Haileybury, the school set up to train boys 
for service in the East India Company) 
and compounded by Lord Mountbatten, 
was altogether too precipitous 











Ant Moorhouse points out two fatal | 


mistakes which the Gandhi-inspired Con- 
gress made. First, they refused to cooper- 
ate with the Muslim League in state goy- 
ernments set up under the Government of 
India Act 1935 (which virtually made 
India a self-governing state). This alien- 
ated the Muslim League, which had for- 
merly been prepared to work hand-in- 
hand with Congress. 

Secondly, by launching the wartime 
“Quit India” movement. Gandhi ensured 
that he and other Congress leaders spent 
much of World War II in detention, thus 
giving the Muslim League (whose leaders 
stayed free) a breathing space to build up 
its power and influence to the point at 
which it could demand the establishment 
of Pakistan, with all the tragedy that it en- 
tailed. M.Macl 
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d: Pakistan's sixth five-year 
which will be launched on July 1, is 
ng refined even at this late stage, 
eady it appears to have attracted 
private-investment. interest. from 
nited States, Britain and the Middle 
carried through, such investment 
be the first since the early 1960s. 
Billed by the government as “pro-pri- 
е sector," the new five-year plan (for 
е period July 1, 1983, to June 30, 1988) 
ill. represent a turnaround from the ad- 
ocism and socialist policies of the 1970s 
hich limited the growth of private enter- 
ánd brought the planning process to 
alt. Under the plan, annual growth in 
domestic product is put at about 
Ye, compared. to. the average rise. of 
:275. a year in the past five years. Н is ex- 
to: lead to th establishment of 











































e plan will entail total investment of 
‚495 billion (US$38 billion), or double 
at for the current five-year plan. More 
half this figure is expected to come 
m the private sector, in line with the 
ninent's desire to get more private 
ation in the national economy. 
he government of President Zia-ul Hag 
хош a more open economy, and has 
nveiled a set of tax breaksand incentives 
r both foreign and local private inves- 
IS i 





eign investors’ interest may be kin- 
ed by prospects of setting up industries 
produce various products such as tex- 
les; fertiliser, cement; tractors, electro- 
, computers, cars and facilities to” 
ther process output from the govern-- 


ient's steel mill into tin Рав апа d large 














ing up | 
arket, and can act as the nearest 
ase to the huge and booming Mid- . 
"East and Gulf markets. It has suffi- 
ent manpower and a large untapped ag- 
al base. This consideration, ae a 






lamabad. Since 
economic assistance to Pakistan two years : 


'new playgrout 


ond airport that will serve Karachi, Pakis- 
tan’s largest city and business centre. And 
from some Middle East countries, specific 


| proposals were collected during a recent 


visit by Mohammed Yusuf Zia, president 
of the Federation of Pakistan Chambers of 
Commerce and Industry (FPCCI). 

During (ће visit of. the American 
businessmen, sponsored by the US Over- 


seas Private Investors Corp. (Opie), exe- | 


cutives had detailed discussions on invest- 
ment proposals in. their. meetings. with 
prospective юв пеше They also had 





Help: for a 
front-line state - 


he main reason for the attention which 


Pakistan is currently drawing from | 
Western countries and from fellow Mus- - 


lim nations, on a: government-to-govern- 
ment basis, is the situation in Afghanistan. 
Pakistan is seen as the only reliable, 
ссе country standing in the way of any 

design by the Soviet Union — currently 
n with more than 
its influence 





directly to the crucial oil-producing Gulf | 


area. 
Apart from encouraging American 


‘businessmen to invest in Pakistan, the 
United States Government has dramati- | 


cally increased its aid programme to Is- 
the restoration. of 


ago — the previous administration, of pre- 
sident Jimmy Carter, had cut if off be- 
cause of the Pakistan nuclear programme, 
which was thought to be for non-peaceful 


“purposes — the country has now become 
| the world's second-largest recipient of US 


economic aid after Egypt. Pakistan is also 
number four in the list of countries receiv- 


ing US military aid, after Egypt, Israel and 
Turkey. . 


> RODNEY TASKER 


‘F candid discussions with: Pakistani officials; 
the visit was capped by a meeting with Zia 

















2 oreign investo | 5 
terest so far seem willing to bringi 
Кетер A recent delegatio 


jects. “From ‘Britain, a үк construction 
company has expressed hopes of being 
awarded the main contract to build a sec- 





-| hasgreatly over-regulated the economy in 


;: who tried to allay prospective investors’ 


fears about Pakistani bureaucracy which 





the past. Zia promised speedy action on 


ment proposals — permission will . 


be granted within four weeks, provided 


ing the national interest (such as defence 
rms production and low-priority 


' sumer goods). Normally, it takes years to 
| get approval for foreign investment. — 








proposals do not involve items affect- : 


The American Боевое expressed 
apprehension on two further problems: 
recurring shortages of energy (natural gas 
and eléctricity) and lack of sufficient infra- 
structure (roads and bridges) linking areas 
where investors want to establish indus- 
tries. А “very determined” effort and “a 
lot of financial resources” are needed to 
solve these problems, they pointed out. 






nt. of Washington- 
Ebersole Gaines, said: 
“Pakistan now offers very favourable in- 
vestment opportunities." That.is. why, he 
disclosed, US President Ronald Reagan 
had asked American businessmen to come 
to Pakistan and invest, Another member 





‘of the delegation remarked at the end of 
| the . visit: 


“If the new Pakistani: policy 
really gets moving, it will also attract inves- 
tors from other countries, particularly the 
Europeans, with the likely packages of 


European technology and Middle East 
‘surplus funds.” 


The American group announced their 
interest in establishing 22 projects. The 
proposals include: а phosphate. fertiliser 
plant by Agrico Chemical Co. of. Tulsa, 
Oklahoma; manufacture of reach-in and. 
walk-in coolers, freezers and refrigerated 
buildings by Kolpak International Inc. of 
Atlanta, Georgia; a telephone-exchange 
factory, by ITT of New York; manufac- 


ature of gypsum .wall-board by Efkay/ 


Cintra Inc. of Cincinnati, Ohio; disposa- 
ble diagnostic kits for blood testing by 
Maxon Inc. of Westwood, Massachusetts; 
new five-star hotels by Gulf Investments 
of Washington DC, and solar-energy com- 
ponents, equipment and systems. The 
greatest interest expressed was in live- 
stock breeding, poultry processing and 
marketing, edible oils, agricultural ser- 
vices and agribusiness. 

The US enthusiasm was considerable 
but Gaines cautioned: "It is premature to 
say what the total amount of the proposed 
22 projects will involve, and the number of 
years these will take to implement." 

While the Americans were discussing 
plans in Pakistan, the Confederation of 
British Industry gathered nearly 300 top 
British industrialists and businessmen in 
London at a conference on investment 
and trade opportunities in Pakistan. Fi- 
nance Minister Ghulam Ishaq Khan and 
Industries Minister Elahi. Bux -Soomro 
‘were therë to. field questions from 
‘businessmen, who included members of 
the London-based UK-Pakistan Cham- 
bers of Commerce and Industry. 

. Ghulam invited British business leaders 


| “to come forward and share the risks and 
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rewards of investing in Pakistan.” He said 
London has, “thanks to the unrivalled ex- 
perience and skills of the city, managed to 
retain its position as a powerful centre of 
international finance and commerce.” At 
present, half the foreign private invest- 
ment in Pakistan is from Britain, while 
a third of the foreign companies doing 
business here are of British origin. 


Possible investments are also expected 
from the Middle East. The FPCCI presi- 


dent has just returned from Saudi 
Arabia, the United Arab Emirates and 
Kuwait. “Meeting the businessmen in 
these countries, I found an overwhelming 
response from a large number of Arab in- 
vestors,” he reported. Some projects that 
Pakistan has offered to Arab investors in- 
clude the production of polyvinyl 
chloride, viscose rayon, electronics, tin 
plate, farm implements and equipment, 
and coal-tar fractionisation units. 


The atmosphere at the start of the sixth 
plan seems to be right for the private sec- 
tor in general and industry in particular: 
One important question though is how 
far, and how genuinely, the Pakistan Gov- 
ernment wants to respond to investors' 
pleas for a proper environment to ensure à 
sizable inflow of foreign private capital. 
As Opic’s Gaines put it: "The horse is 
here, and now it's for the Government of 


Pakistan to make it drink water." 


Ghulam; Pakistani industrial plant: generous incentives bring a rush of interest. 


The water seems fine 


Liberal incentives, plus freedom to repatriate 
unlimited profit, await foreign investors in Pakistan 


Islamabad: Aside from freedom to re- 
patriate unlimited current profit, foreign 
investors may enjoy a host of incentives 
that Pakistan now grants to new and 
existing industries. Incentives available 
show Islamabad's preference for high- 
technology, capital-intensive and export- 
oriented industries. 

Foreign investors may also seek assur- 
ance from the government policy enun- 
ciated in 1977 that no foreign private in- 
dustry will be nationalised. Nonetheless, 
if for reasons of any emergency an indus- 
try is nationalised, “just and fair" com- 
pensation is promised. 

For industries located outside the in- 
dustrial cities of Karachi, Lahore, 
Gujranwala, Sialkot, Rawalpindi, 
Faisalabad, Multan, Rahim Yar Khan 
and Hyderabad, a rebate of 50-100% of 
import duty paid on machinery and plant 
is granted. The less developed the area 
where the industry is sited, the bigger the 
rebate. 

Concessional duties for importation of 
raw materials are available for such in- 
dustries as car production, capital-goods 
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manufacturing and those that produce 
for the export markets. Deferred pay- 
ment of duties on imported machinery is 
also allowed. There is no import duty on 
machinery for manufacturing industries 
such as fertiliser, made-up garments and 
hosiery, and processing of poultry, dairy 
and meat products. 

A five-year tax exemption is granted 
to industries that are established outside 
the major industrial centres. For new in- 
dustrial ventures set up elsewhere be- 
tween 1975-85, 10% of any profit is 
exempt from tax. Also companies listed 
on the stock exchange are allowed to set 
off current losses of a wholly owned sub- 
sidiary company against current year's 
income. This is permissible for three 
years. 


A rebate of up to 55% is allowed to 
commercial and industrial exporters 
in tax attributable toincome from export- 
ed goods. Machinery and components for 
industrial use are exempt from sales tax. 
The rate of initial depreciation on plant 
and machinery is 40% for new units 


which started production after 1981. 
There are concessional provisions for 
computing profits of the mineral indus- 
try, including exploration and produc- 
tion of petroleum. 

The policy on repatriation of invest- 
ment is that foreign investors can remit 
unlimited current profit to the invest- 
ment's country of origin. All foreign cap- 
ital in government-approved industry 
can be repatriated to the extent of origi- 
nal investment to the country of origin, 
besides profits derived from investment 
and ploughed back into approved indus- 
try. Appreciation of capital investment 
is repatriable. Pakistan provides relief 
from double taxation to investors under 
agreements signed with Britain, the 
United States, West Germany, Japan, 
Sweden, Switzerland, Denmark, Sri 
Lanka, France, Austria, India, the Re- 
public of Ireland and Poland. 

Pakistan has investment treaties for 
promotion and protection of investment 
with the US, West Germany, Canada, 
Libya, Kuwait, Sweden and Romania. 
There is a multilateral investment pro- 
tection treaty between Pakistan on the 
one hand, and 40 Muslim member-coun- 
tries of the Jeddah-based Organisation 
of Islamic Conference, on the other. 
Similar bilateral treaties are currently 
being negotiated with Britain, France, 
Switzerland and Japan. Ў 

— MOHAMMED AFTAB 
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| Manila: Has the Philippines got its 
. economic policy all wrong? Critics of the 
- government have been saying so for a long 
_ time, some from the Left, some from the 
_ Right, some from a nationalist standpoint 
and many from a muddled mixture of 
three. But recent demands for a re- 
1К have come closer to home, as far as 
the economic managers are concerned. 
_ They have come from cabinet ministers 
other senior members of the Kilusang 
agong Lipunan (KBL) — the party 
ated by President Ferdinand Marcos to 
е plural appearance to personal rule. 
_ Asa result of these criticisms, Marcos has 
initiated what is supposed to be a full 
review of economic policy throughout the 
»untry as well as within the KBL caucus. 
. Although personal viewpoints vary sig- 
- nificantly, one side of the KBL debate is 
dominated by Marcos' powerful wife 
Imelda (who is minister of human settle- 
ments); the old politicians with some 
nationalist leanings such as Labour and 
ployment Minister Blas Ople; Marcos- 
pported oligarchs such as sugar mogul 
berto Benedicto, and a plethora of po- 
litical aspirants from the provinces. On 
the other side are the so-called technoc- 
ats, the economic managers headed by 
ime Minister and long-time (almost 13 
) Finance Minister Cesar Virata. 
While most observers view the debate 
within the KBL as no more than political 
theatre, the current poor economic per- 
` formance makes it a good time to ask what 
licy alternatives the Philippines has. 
— The KBL critics of the technocrats vari- 
ously claim that the government is too 
. much under the influence of the Interna- 
- tional Monetary Fund and to a lesser de- 
e the World Bank; that it has adopted a 
_ far too cautious policy towards develop- 
. ment projects and credit, thus starving 
- both public and private sectors of funds; 
that it favours big projects whose benefits 
. trickle down rather than spending at grass- 
. roots level to alleviate poverty more di- 
тесу, and that it is antipathetic towards 
entrepreneurs and the private sector gen- 
erally, frustrating basic business sense 
_ with “government knows best" bureauc- 
C racy. 
It is relatively easy for the technocrats’ 
defenders to dismiss much of this as self- 
serving rhetoric. Ordinary Filipinos laugh 
when they hear the KBL politicos pro- 
‘claim that “the New Society is the rebell- 
ion of the poor" who must replace the 
World Bank-influenced “generals of the 
rich" (the technocrats) with the likes of 
the champion of the destitute, though 
"smiling." slum-dwellers, Mrs Marcos. 
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Р hilippine development soul-searching is mere political theatre, critics say 


Demands for grassroots spending can 
be clearly traced to Mrs Marcos’ determi- 
nation to divert — against the technocrats’ 
advice — a growing proportion of scarce 
government resources through her minis- 
try's Kilusang Kabuhayan at Kaunlaran 
(KKK) programme (REVIEW, Oct. 29, 
'82), a major portion of which is widely re- 
garded as a pork barrel for gaining the 
goodwill of local barangay (village) lead- 
ers, 

Benedicto, whose criticisms of the 
technocrats have been especially virulent, 
owes his pre-eminent position in the sugar 
industry to his friendship with the presi- 
dent, and his enterprises have prospered 
from infusions of cheap credit from the 


Wages protest in Manila: disposable income is falling. 





distressed, government-owned (and 
World Bank-supported) Development 
Bank of the Philippines (DBP). 

Whatever the rhetoric, many believe 
that Marcos is not rcally interested in an 
economic-policy debate but wants merely 
to give members of the KBL and govern- 
ment the opportunity to vent their frustra- 
tion against the technocrats who have 
stood in their way. In advance of the 1984 
parliamentary election this also enables 
party leaders to be seen to be standing up 
for whatever parochial interests they rep- 
resent and, more importantly, to find 
scapegoats for current economic difficul- 
ties. 


here is little doubt that the technocrats 
have something to answer for. The 
economy has performed poorly in recent 
years. Growth over the past five years has 
averaged only 4.8% , sank to 2.6% in 1982 
and may be much the same this year. For 
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Time for a real debate 


I By Philip Bowring and Guy Sacerdoti 


almost all groups except the upper class, 
disposable income has been falling at the 
same time as the peso's purchasing power 
has declined. Unemployment, as well as 
under-employment, has been rising in the 
face of some 700,000 new job aspirants 
each year. 

Meanwhile, foreign debt has been rising 
steeply. Тһе current-account deficit 
reached an alarming 8% of gross national 
product last year and total debt now 
stands at about US$18 billion. Technoc- 
rats who have been presiding over the 
worst-performing economy in Southeast 
Asia, can reasonably expect, when things 
go wrong, to have to answer some hard 
questions and to be cast as scapegoats by 
the politicians who 
put them into office. 

The normally 
taciturn Virata has 
been stung into vigor- 
ous defences of some 
policies — notably 
the relationship be- 
tween the Philippines 
and the IMF. How- 
ever, given the source 
of their authority, the 
technocrats are un- 
able to fall back pub- 
licly on their most 
plausible defence: 
that it is not.so much 
the policies that have 
been wrong, but 
rather the distortions 
and poor implemen- 
tation resulting from 
personal greed and 
political manoeuvring — the old society 
evils now supposedly abolished under the 
new republic which continue to flourish at 
high levels. 

The technocrats' role publicly has thus 
been a legitimising one for Marcos since 
martial law was imposed, but in reality has 
been a sort of economic damage-control 
so that the political positioning (with its 
economic overtones) could continue un- 
abated. The strains between politicians 
and technocrats are unlikely to ease much 
ahead of the 1984 election — they could 
worsen — as the politicos try to shift 
blame for economic failures on to the 
technocrats, who in turn will be under in- 
creasing pressure to ease their tight fiscal 
policies to fund glamorous projects 
against their better judgment. 

Recent rumours of Virata's impending 
replacement in the "rotating" prime 
minister's job have been squelched for the 
time being as more observers realise that, 
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in atypical Philippine anomaly, for the sake 
of the country’s international image, he is 
one official who can only besfired once the 
economy shows signs of picking up. In ef- 
fect, this would be only after he has suc- 
ceeded in getting things moving again. 

But the strains are not simply crude 
clashes of interest. There is a widespread 
belief that things have indeed gone wrong. 
The common denominator has been 
nationalism: resentment against the con- 
ditions imposed by the IMF. resentment 
against massive foreign borrowings; re- 
sentment that World Bank-approved, ex- 
port-oriented policies have not only failed 
but allegedly have made the Philippines 
excessively dependent on international 
markets, thus ignoring domestic-oriented 
and import-substitution industries; re- 
sentment that Philippine markets have, al- 
legedly, been opened up to foreign goods 
to the detriment of competing local manu- 
facturers; resentment that encouragement 
of foreign capital has opened up the 
Philippines to exploitation by multi- 
nationals and subjected local capitalists to 
unfair competition, and resentment that 
financial and industrial restructuring will 
squeeze out or bankrupt local entrep- 
reneurs to the advantage of larger corpo- 
rations with their foreign equity and finan- 
cial clout. For an observer of the Philip- 
pines, it would be quite surprising to hear 
these alleged ills reflected in the KBL de- 
bate. For almost all of them find their way 
into the critiques and platforms of Marcos’ 
most vociferous opposition. 


" des United States-based Philippine Left 
has castigated the technocrats as tools 
of a joint US-World Bank plan to subju- 
gate the Philippine economy to strict US 
capitalist interests, with the support of an 
authoritarian Marcos regime the best 
means of subduing nationalist yearnings 
and carrying through the World Bank's 
evil plans. The best example of this line is 
the criticism voiced in Development De- 
bacle: The World Bank in the Philippines, 
a book written in the US last year, based 
on numerous World Bank documents. 
Beyond the rhetoric — even World Bank 
officials felt complimented that others 
thought so unwiedly a bureaucracy could 
effect what the authors saw as a takeover 
of sovereignty — the book does call into 
question many of the issues being brought 
up in Marcos’ KBL. 

Its problem, and that of numerous other 
critics of the technocrats, is the rather 
simplistic conspiracy theory which neg- 
lects to differentiate between attempts to 
control overspending on extravagant pro- 
jects and relatively honest attempts to 
forge policies within allowable political 
parameters. Critics often try to have it 
both ways when damning the role of the 
World Bank and the IMF. On one hand 
they accuse these institutions of imposing 
conditions which are humiliating to na- 
tional pride. On the other they suggest 
that the institutions have been irresponsi- 
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ble in propping up the Marcos regime by 
providing easy access to loans, and of 
funding projects favoured by the regime 
without proper regard to their economic 
or social merit. : 
Closer to home, almost all the voiced 
resentment is found in the platform of the 
United Nationalist Democratic Organisa- 
tion (Unido), the main (and impeccably 
bourgeois) legal opposition group. Its po- 
licy includes termination of conditional 
foreign borrowing, alteration of produc- 
tion and consumption patterns to reduce 
external dependence, restriction of 
foreign investment so as not to supplant 
Filipino capital nor impair local control 
over the economy, banning of non-essen- 
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tial imports and reversal of trade- and 
tariff-liberalisation policies. Not written, 
but on the lips of many in opposition are 
allegations that Marcos has encouraged 
“Chinese” entrepreneurs at the expense 
of indigenous Filipinos. 

But Unido’s platform is not just gut 
nationalism. It also includes prescriptions 
favoured by the IMF, such as austerity for 
both public and private sectors, divest- 
ment by the government of its rapidly in- 
creasing number of corporations and 
banks and of government-related agencies 
monopolising areas of trade such as sugar, 


coconuts, bananas and some primary im- 
ports. They agree with the devaluation of 
the peso, though as a one-time measure 
rather than gradually, thereafter aiming 
for price and exchange-rate stability 


through restrictive monetary and credit 


policies. 


S: the main drift — and political ap- 
peal — of the Unido package is nation- 
alist. This trend can be explained partly in 
terms of the natural preference for finding 
foreign influence rather than domestic in- 
competence to blame for local ills and 
partly as an inevitable swing of the pen- 
dulum. Economic nationalism has waxed 
and waned since 1945 and is waxing again. 
But there is also a newer and more specific 
element — the state of the world. If world 
trade continues to stagnate, if barriers to 
manufactured exports continue to rise and 
if the real costs of capital in world markets 
(very low during the 1960s and 1970s) re- 
main exorbitant, then an inward-looking 


strategy тау not only be desirable, butin- 


evitable. 

While it has been a consistent nation- 
alist tenet and a cornerstone of the newer- 
Left economic plan, Virata himself and 
even the World Bank have shown signs of 
buying part of the argument. Virata told a 
seminar at the recent Asian Development 
Bank meeting in Manila, with a subtle 
threat inherent, that if adherence to ex- 
port-oriented commodity and industrial 
policies — urged. by developed nations 
and the World Bank — would only be met 
by increased protectionism and quotas, 
then development policies would have to 
start looking inward more. 

The World Bank itself is talking to 
Manila about a third structural-adjust- 
ment loan, shifting emphasis from the past 


two — which stressed trade and tariff 


liberalisation and investment incentives 
— by looking at agriculture: pricing, far- 
mers' credit and land efficiency. 

But if inward-looking policies are part 
of the prescription for the future, the lack 
of them now hardly explains the failures of 
the past, at least if comparison is made 
with neighbouring countries which have 
shown higher GNP growth combined with 
(and most likely directly linked to) an in- 
crease in trade dependence. Many Philip- 
pine critics appear ill-informed about their 
neighbours, attributing, for example, the 
rapid industrial growth of Taiwan and 
South Korea to protection of local indus- 
tries, forgetting that these nations are in- 
ternationally competitive in a broad range 
of industries, whereas the Philippines is 
not. 

Self-delusion is also rampant in the be- 
lief that the Philippines' market is relative- 
ly wide open to imports — which are thus 
blamed for the balance-of-payments de- 
ficit. In fact, local industry in the Philip- 
pines is probably more protected than in 
any country of East and Southeast Asia 
with the exception of Indonesia, which 
also has the largest domestic market po- 








tential to tap. Indeed, 
it could reasonably be 
argued that the pay- 
ments problems stem 
not so much from 
pursuing іпарргор- 
riate export-oriented 
policies as from the 
failure of the govern- 
` ment's political re- 
solve to carry them 
through, and of the 
business community 


to grasp oppor- 
tunities in overseas 
markets. 


Merchandise trade 
as a proportion of 


GNP has barely 
changed despite the 
impact of energy 


costs. In this respect, 
the Philippines is in 
stark contrast to the other middle-sized, 
middle-income nations of the region. 

The most conspicuous success of the 
past decade has been in food-import sub- 
stitution achieved through a relatively 
high rate of growth in agriculture. The 
successes have been in rice and corn pro- 
duction, whereas the failures have been in 
not significantly raising productivity (as 
Malaysia has achieved) of the traditional 
export crops such as sugar and coconuts. 
Political forces impelled Marcos to pump 
money and effort into grain production. 
Other political forces have prevented 
similar efforts in coconuts and sugar, two 
export industries which have been heavily 
taxed and where the export trade has been 
put in the hands of so-called presidential 
cronies. 

Equally important has been the failure 
to diversify export crops as Thailand has 
done to reduce the impact of price volatil- 
ity. Volume growth in exports overall, de- 
spite the rhetoric of export-oriented 
growth, has generally been poor. 

Also contrary to most nationalist per- 
ceptions, the most conspicuous thrust of 
public-sector investment since the second 
oil shock has been towards import sub- 
stitution — of the most debilitating im- 
port, energy. The World Bank has pushed 
and funded it. And while it may be argued 
that too much emphasis’ has been placed 
оп it, or that it is wrongly directed (as in 
the case of the Bataan nuclear facility), or 
that more effort should be put into reduc- 
ing or diversifying demand for energy, 
there can be no doubt that as with invest- 
ment in foodgrain production the goal of 
greater self-reliance is being achieved. 

From an extremely limited local energy- 
resource base just a few years ago, domes- 
tically produced energy grew to 26.5% of 
the 91.4 million barrels of oil equivalent 
consumed durig 1981, and in 1982 
jumped to 30.4%, with coal, hydroelectric 
and geothermal production accounting for 
most of the increase. 

The only major sector in which there 
has been a clear export orientation has 
been manufacturing. And here almost the 
only successes — qualified ones at that — 
have been in the much-maligned export- 





processing zones (EPZs) where foreign in- 
vestors have set up assembly operations. 
It can be argued that the net benefit of 
these industries is much smaller than 
crude export statistics indicate, owing to 
low value-added. For example in semi- 
conductors, which the government touts 
as its largest export overall (US$1.01 bil- 
lion in 1982), value-added is estimated at 
only about 36%. Development Debacle 
cites a 1979 World Bank report which 
points to the 56% of garment export 
values countered by the import of raw ma- 
terials. 

There is also the virtual absence of any 
linkage of domestic industry. The tech- 
nocrats and the World Bank may be 
faulted for pressing the benefits of EPZs 
when opportunities for the kind of export 
growth that the newly industrialised coun- 
tries (NICs) achieved earlier were being 
constrained by slow growth and rising pro- 
tectionism in the rich nations. But even 
given the estimated US$150 million in 
domestic resources that went into EPZs 
for infrastructure and services, it is hard to 
argue that the policy did any major dam- 
age. And the failure to develop local lin- 
kage merely drew attention to, rather than 
created, the weaknesses of the import- 
substitution industries of an earlier de- 
cade. 


hose fault is it that because of the high 

cost or poor quality of local textiles, 
56% of the materials for garments made in 
EPZs are imported? The nationalists talk 
about liberal import regimes hurting local 
industry. But liberalisation is still very re- 
cent and still very modest. A more valid 
criticism of the government would be that 
for 10 years it failed to do anything to prod 
manufacturers out of their protected- 
home-market mentality. As a result, the 
Philippines missed out on the light-indus- 
try export boom enjoyed by its neigh- 
bours. 

Manufacturing has been the growth lag- 
gard rather than the leader it ought to be. 
But this performance has not quieted de- 
mands that more resources be channelled 
towards it. The fault as some see it is that 
the nation has not yet followed South 





Korea and Taiwan in broadening its indus- 
trial base by building steel and other basic 
industries. *If they can do it, why can't 
we?" is the question of promoters of self- 
sufficiency. The World Bank, which is 
now sceptical of Philippine heavy industry 
projects, was once also worried about 
South Korea's. 

But this is a simplistic argument. For 
every South Korea there have been half a 
dozen developing nations which have 
squandered scarce resources on prestige 
steel mills. While the domestic demand 
base is theoretically there, the Philippines 
does not have the proven track record in 
simpler industries, which will have a great 
deal to say about efficiency and compara- 
tive advantage. But the nationalists' ap- 
peal for self-sufficiency — of owning your 
own mill — is a powerful one. 

Government advocates of basic indus- 
tries, such as Industry Minister Roberto 
Ongpin, argue that the projects can and 
will be internationally competitive. The 
nationalists find such arguments unneces- 
sary. There is, however, a genuine di- 
lemma. The NICs built their basic indus- 
tries directly or indirectly on export de- 
mand. What can latecomers do when ex- 
port opportunities in the Organisation for 
Economic Cooperation and Development 
countries are static and middle-income na- 
tions are either being supplied by the NICs 
or going it alone? 

At some point, if the economic base is 
to be broadened and dependence on a 
shaky international trade system reduced, 
a new bout of import substitution may be- 
come necessary. Ongpin's arguments for 
the steel project reflect this. As he says, 
once the government had estimates of suf- 
ficient domestic demand and found it 
could utilise copper-mine tailings (with 
their high iron content) as raw material, 
there was no need to push Philippine steel 
as an export-oriented industry. He says 
the comparative advantage is there and 
will require no more protectionism than is 
already in place. 

The theoretical middle road between 
exports and substitution is the creation of 
a larger regional market as envisaged by 
Asean industry and complementation 
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This workroom for international senior executives 
would be incomplete 
without a huge adjoining storeroom. 
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A fast, clear solution. 
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For a closer look at the world of Alfa-Laval, please write to: 


Public Affairs Group Staff, Alfa-Laval AB, PO Box 500, S-147 00 Tumba, Sweden 


“ 


ine is light held together by liquid.” 
At least that’s what Galileo said, expressing the ideal 
of all wine-makers to produce brilliant, clear wine. 

In the past, wine sediments were removed by long storage in 
barrels, with frequent decanting. Today’s wine-makers use more 
efficient methods such as centrifugal and filtering techniques. 

Yet one clarity problem has remained unsolved until now: 
the presence of small tartaric crystals in the bottle. Today’s wine 
production techniques do not allow enough time for these 
crystals to form before bottling — with the risk of later 
precipitation in the bottle. 

Until now, the only way to overcome this problem was to 
store the wine in huge tanks at low temperatures — a costly process, extremely wasteful 
of energy, which held up the sales of large quantities of wine for several weeks. 

It is a problem with which wine-makers no longer have to contend, 
thanks to Crystalflow, a wine treatment technique pioneered by 

Alfa-Laval. 

Wine is transferred through heat exchangers and cooled in stages 
to just below its freezing point. This changes a small proportion of the 
wine’s water content into ice, concentrating the crystal components into 
the remaining, more alcoholic, liquid. These new conditions force 
crystallisation to take place within 90 minutes, after which the ice is 
again melted. The tartaric crystals can then be removed using centrifugal 
force and stable, crystal free wine is produced. 
Crystalflow is unique, requires no additives and, thanks to its 
built-in heat recovery, saves energy. It satisfies even EEC, the world’s 
most stringent, wine making regulations. Today, the process is used in 
three continents: Europe, North America and Africa. 
Crystalflow is just one 
The Growing World of Alfa-Laval example of our innovative 
Aslani BAOren, | approach to business. We don't 
USS1,100 million (a 13% increase over 1981) | expect the world to come to us. 
represents 10 consecutive years of growth. Instead we go out to the world with 


87% of this turnover was derived from sales 


outside Sweden. Over the past five years, new and often daring applications 








dividend growth rate has averaged 11.1%. 
Today Alfa-Laval's products and processes are for our well-proven product lines. 


solving problems in 125 countries and in over That way we can open up new 
170 industries – trom energy production, е 
environmental control and food processing to markets that other companies only 


resource recovery, agriculture and chemical dream about An d we do 


engineering. 
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VALIN POLLEN, LONDON 


Creating new markets from great ideas. 


Now in service in The Hague, Holland, Stork 
has constructed a power station using Rolls-Royce 
gas turbines that will save millions of guilders a 
year. The secret is in recycling valuable exhaust heat 
rather than allowing it to escape up a chimney. 

Instead the heat is used via boilers to provide 





steam to a turbine and this produces even 
more electrical power. In addition the steam is 
used to produce hot water for district heating. 
In a word, co-generation. 

This unique combined heat and power 
installation has an efficiency rating in excess of 





80 per cent. Proven engineering for electrical utilities, derived fuels. That's how Rolls-Royce 
petrochemical and other industries. Advanced Stays ahead of the world. 
technology, giving high thermal efficiencies in simple 

cycle, combined cycle, co-generation and using coal- ER d LONDON SWIE 6AT. 


STAYING AHEAD IN THE RACE TO TOMORROW. 





Raising finance 
from the 
international 
capital markets’... 


When you need substantial funds from 
the international markets you want the 
certainty that the money will be raised and 
the terms will be right. 

At Lloyds Bank we are both a merchant 
and commercial bank. Integrating proven skills 
with financial strength, we match your needs 
with the conditions of the market place. And 
we know we must serve your future interests 
as well as satisfy your current requirement. 

We help you decide on the appropriate 
instruments, whether syndicated eurocurrency 
loans or other facilities, eurobonds or other 
international securities. 

You obtain immediate access to the inter- 
national capital markets through our experts 









..Our integration 
sitcertain 


based in the banking centres of the world. With 
our established record you can be confident of 
professional and efficient service. 

Mandate us to lead manage your 
financing. You appoint a bank able to commit 
substantial funds and to place effectively in 
the markets. A bank with the experience to 
innovate responsibly, and the reputation 
which ensures success. 

Wherever you deal with us, you secure 
the fast and sure response that gives 
you the edge. 
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schemes. Virata has Lees эл this for 
some time; and іп ine $ such as au- 
tomotive parts, where limited domestic 
demand prohibits economies of scale, 
regional complementation is almost man- 
datory for the industry's survival. 

But in Asean’s case, it is again In- 
donesia, with its huge domestic market 
and the desire to develop its own industry, 
which is resisting. The Philippines is also 
visibly frustrated to see Malaysia using its 
financial strength to push ahead with 
heavy-industry projects (such as the 


Malaysian car) which seem based more on : 


national pride than comparative advan- 
tage. For the Philippines, shortage of capi- 
tal means that nationalist-inspired pro- 
jects must take a back seat to projects 
which have low ratios of capital to output, 
are labour-intensive, and preferably rural- 
oriented. ` 

Manila's invest-in-industry lobby has 
substantial appeal among the middle-class 
nationalists of the metropolis and those 
close to organised urban labour. How- 
ever, it is.not a priority of the Left, which 
emphasises rural problems, unemploy- 
ment and the skewed domestic-demand 
structure. Nor is it likely to make much 
progress while foreign-debt problems re- 
main as acute as they are. Unless the 
Philippines is to go into backyard furnaces 
as in China's Great Leap Forward, greater 
industry self-sufficiency implies more 
rather than less borrowing, unless invest- 
ment in agriculture and infrastructure are 
to come to a halt, to make room for the 
capital-intensive industry projects. 

As it is, a decline in the level of invest- 
ment, particularly in the public sector, is 
almost inevitable over the next two or 
three years unless there is a dramatic im- 
provement in the terms of trade. Other- 
wise there is no ready way to cut the cur- 
rent-account deficit — and cut it must be, 
for existing levels are simply unsustain- 
able. And just from a fiscal point of view, 
capital spending must be held down to re- 
lease sufficient funds to keep existing ser- 
vices running and infrastructure in repair. 
Thus in agriculture, there is to be less em- 
phasis on capital-intensive irrigation 
schemes and more on raising yields 
through improved seeds, marketing and 
credit facilities. Hence Virata’s, and the 
World Bank's, thrust into agriculture. 

The shortage of capital is now clear 
enough. But critics might reasonably ask 
why the economic performance has been 
so mediocre despite the high rate of in- 
vestment made possible by massive bor- 
rowings over the past decade. Despite the 
oil crises and the dreadful terms of trade, 
the savings rate, which increased sharply 
in the early days of martial law, has been 
sustained at a level comparable with that 
of other middle-income nations. With the 
borrowings, the investment rate has been 
above average. But returns have been 
abysmal. Unemployment has increased 
and for all but a few wage-earners, real in- 
comes have fallen. 

There have been winners too, particu- 
larly the better-organised, centrally lo- 
cated rice and corn farmers and those who 
now have access to irrigation and markets: 
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Heavy spending on rural 
has been the most significant achievement 
of the new society and owes much to 
technocrat policies, multilateral funding 
and the better of Marcos’ political in- 
stincts. It is not only visible on the ground 
but has generated very respectable output 
growth. 

At the same time, much of the income 
deterioration can be directly linked to a 
decline in the terms of trade outside the 
government's control. On that score the 
Philippines has had the worst experience 
in the region, with energy and imported- 
manufactures prices going up while sugar 
and coconut prices plummeted. Even 
now, with prices for these commodities 
apparently rising steadily, the Philippines 
has been hit by a devastating drought, 
which has not only reduced available 
water for irrigation and power generation 
but has stunted much of the year's sugar 
crop, left corn husks half their normal size 
and produced smaller and fewer nuts on 
coconut palms. 


ut these problems do not explain en- 

tirely where all the borrowings went, 
or why income distribution, always badly 
skewed, has apparently got worse, or why 
the manufacturing sector has done so 
poorly. One problem has been the diver- 
sion of very substantial funds to glamor- 
ous prestige projects in Manila, with over- 
investment in hotels, a film palace and 
largely middle-class housing projects os- 
tensibly targeted for the poor. State com- 
panies with continuing haemorrhages 
such as Philippine Airlines — an industry 
for the elite, if ever there was one — with 
losses totalling more than US$150 million 
in the past three years, have also been a 
drain. 

Much of this has been tied to what many 
view as the single most debilitating factor 
outside the control of the largely apolitical 
technocrats — the over-rapid expansion 
of the so-called crony business empires, 
founded on political influence and easy ac- 
cess to funds from government-owned 
banks. Cronyism has not only produced 
bad investment decisions and industrial 
inefficiency, but has sapped the morale of 
businessmen outside the favoured inner 
circle. 

There seems little doubt that a combi- 
nation of centralisation of political power 
with the increased role of the technocracy 
since 1972 has led to dirigiste attitudes. 
The remarkable growth of state enter- 
prises at the expense of the private sector 
has, however, come about for political 
reasons rather than because of technocrat 
economic policies. First, via direct take- 
overs of certain types of commerce — 
ranging from coconut milling to airlines — 
to put them into "safe" political hands. 
Secondly, by the fact that 
collapsed enterprises, many 
of them of crony origin, 
have fallen into the public 
sector because they had 
been funded — usually to 
excess — by government 
banks. Many of the same 
people who once prospered 


Philippines 


Thailand 
South Korea 
Malaysia 
Taiwan 


infrastructure 


(Merchandise trade in USS billion and as 


— 


from public-sector funding are now accus- 
ing the government of oppressing the pri- 
vate sector by taking control of bust com- 
panies. 

The criticism that can be laid against the 
government is that it — and particularly 
the DBP — for years took such a lax at- 
titude to these companies: Foreign banks' 
willingness to lend to DBP for on-lending, 
and to lend to public-sector operations 
simply on the basis of government guaran- 
tees and without much regard for project 
viability, meant that resources tended to 
be distributed by reference to political in- 
fluence. 

Technocrats may have deplored the re- 
sults, but their preference for large cen- 
tralised institutions probably exacerbated 
the problem. It was only when the situa- 
tion got really bad two years ago, with the 
spate of financial and business collapses in 
the wake of the Dewey Dee affair and the 
dire external pay- 
ments position, 
that the technoc- 
rats gained the 
muscle to discip- 
line cronyism. But 
by then it was too 
late to prevent a 
massive waste of 
resources. 

A more deliber- 
ate attempt atstate 
capitalism is being 

pushed by Ongpin, 
who is using the 
National Develop- 
ment Co. (NDC) 
— which he chairs 
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ment of new industries in equity partner- 
ship with the private sector. NDC has al- 
ready become involved in major planta- 
tion operations (NDC Guthrie), mining 
(Semirara Coal), the new Pasar copper 
smelter, financing, via the National Deve- 
lopment Fund, and construction via the 
takeover of Construction and Develop- 
ment Corp. of the ا ب‎ (CDCP). 
The example that is being followed is that 
set by Taiwan and Singapore. The argu- 
ments are that the government should not 
be shy of involvement in pioneer indus- 
tries or projects for which the private sec- 
tor has insufficient resources of its own, 
or is otherwise hesitant. 

There is no doubt that Ongpin is deter- 
mined and in earnest that NDC projects 
should be viable and competitive. But 
whatever the theoretical merits, there is 
much scepticism both within the private 
sector and among other technocrats that 
the NDC will not become as mired in 
politicking and protection as other state 
enterprises. Already, NDC's role in seed- 
ing new enterprises is being over- 
shadowed by its role as a rescuer of bank- 
rupt crony enterprises such as CDCP (of 
which NDC owns 20%, with Ongpin as 
chairman) and 12 companies formerly 
owned by Herminio Disini of the Herdis 
group. Ongpin laments this, saying the 
government really had no choice. But the 
need for doctoring may undermine NDC's 
original pioneering purpose. 

The technocrats, the natural foes of 
cronyism, have found themselves at 
loggerheads with the business community 
for allegedly being distant, bureaucratic, 
arrogant and lacking practical experience. 
This accusation is too widespread to be 
ignored. At the very least, it is arguable 
that there is just not sufficient quality per- 
sonnel in the major ministries to make and 
implement effective detailed policies to 
direct the path of industry and commerce. 

The veneer of top-quality technocrats is 
very thin. Morale in the private sector is 
low, with companies often preferring to 
expand overseas rather than at home. Dif- 
ficult economic conditions are the main 
reason, but distrust of both bureaucratic 
meddling and political influence-peddling 
are contributory factors. 

In turn, the technocrats suggest that the 
private sector — at least the larger, Ma- 
nila-based portion of it—is conservative, 
unwilling to take risks and always prone to 
ask the government for help one way or 
another; for cheap money or for keeping 
out competition. Whatever the balance of 
faults the facts are that the small- to 
medium-scale industrial and commercial 
sector — so dynamic in comparable coun- 
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tries of the region — 
has not grown as it 
should. And just as the 
government has squan- 
dered money on pre- 
stige buildings, so larger 
private-sector. com- 
panies have. over-in- 
vested in impressive of- 
fices in Makati and en- 
joyed a relaxed sun- 
belt lifestyle. 

Apart from the 
technocrats' failures to 
prevent the misalloca- 
tion of very large quan- 
tities of funds to pre- 
stige and crony pro- 
jects, they also stand 
accused of having 
largely failed to imple- 
ment basic policy ob- 
jectives which would 
have led to more balanced growth and bet- 
ter allocation of capital. It is now almost a 
decade since the preparation of a key re- 
port entitled Sharing in Development in 
the Philippines — better known as the 
Ranis Report — prepared by an Interna- 
tional Labour Organisation team, most 
of whose recommendations were accepted 
in theory by the government. Key features 
were positive real interest rates which 
would encourage savings, acceptance of 
the fact that capital was scarce and should 
be expensive and encouraging use of abun- 
dant labour. Other recommendations in- 
cluded a lower exchange rate, lower tariffs 
and an end to tax incentives favouring use 
of capital rather than labour. 


Attu the merits of most of the Ranis 
recommendations were accepted by 
the technocrats and many became official 
policy, it is only in the past three years that 
some of them — notably interest-rate and 
tariff reform — have begun to be im- 
plemented, and then thanks largely to an 
IMF stick and World Bank carrots (in the 
form of structural-adjustment loans). 

Instead of encouraging industry, the 
low real interest-rate policy pursued in 
practice for many years seems to have 
exacerbated maldistribution of income, 
helping those with easy access to cheap 
funds at the expense of the rest. It also 
added to import demand. Relatively lax 
policies on the supply of credit helped the 
government as well as the private sector to 
finance itself relatively painlessly. 

Good intentions to increase the effec- 
tive level of taxation and move the tax bur- 
den away from production to income and 
consumption made little progress. Under- 
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pricing of services which consumed large 
chunks of scarce capital — ranging from 
electricity to airlines— also contributed to 
maldistribution of income. And food-pric- 
ing policies, though correctly geared to 
spurring farm production, had a negative 
impact on real wages. Employment gener- 
ation, perhaps the single most important 
long-term policy objective, has suffered 
from the investment and credit policies of 
the past. But for all the faults of the Marcos 
regime, its prescriptions are less oriented 
towards the demands of the urban middle 
class than those of Unido. 

Some economists, comparing the Philip- 
pines not only with South Korea but with 
Thailand, see the dual economy and in- 
come maldistribution as the root of the 
weakness of industry. On one hand, fail- 
ure to increase mass spending power — 
and lack of international competitive in- 
centive — have kept the costs of wage 
goods high and demand low. Meanwhile, 
the orientation of industry has historically 
been towards the urban middle-class con- 
sumer with his self-image of a southern 
California lifestyle. These industries are 
high-cost, elitist, have a very high import 
content and little linkage potential. 

The comparison with industry in Thai- 
land, which is narrower, much less pro- 
tected, much more geared to wage goods 
and internationally competitive in several 
areas, is instructive. Thailand's export 
successes have grown out of a domestic 
base rather than being the product of tax- 
free enclaves. Some economists also 
suggest that poor income distribution and 
the structure of industry are the cause of 
the apparent inelasticity of demand for 
imports reflected in the intractability of 
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INVESTMENT MANAGEMENT: 
COULD YOUR 
PORTFOLIO BE IN BETTER SHAPE? 


The right investment. 

The right time to buy and sell. 
The right mix of assets. 
These are the things that 
keep a portfolio in the right 
shape. 

It's a formidable task for any 
investor, but the key Swiss 
bank can help you get it right. 
As a good many corporate 
treasurers, pension fund 
officers and other institutional 
investors, along with our 
private clients, already know. 


THE KEY SWISS BANK 


General M 


Swiss Bank Corporation: 
Branches and representatives 
on all 5 continents. 

A long multilingual history 
that's made us sensitive to 
underlying currents in inter- 
national affairs and 

to the effect that the shift of 
a few basis points can have 
on a portfolio 

For instance: Your portfolio. 


Call us. We hold 


pelos ei ai. Swiss Bank Corporation 


Schweizerischer Bankverein 
Societe de Banque Suisse 


in CH-4002 Basle, Aeschenvorstadt 1, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 


network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Monte Carlo, Paris. North America: Atlanta, 
Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco. Toronto, Vancouver. Latin America: Bogotá, Buenos Aires, Caracas, Lima, 
Mexico, Panama, Rio de Janeiro, S&o Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: Johannesburg. Asia: Hong 
Kong, Singapore, Tokyo. Austrailia: Melbourne. Sydney. 
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contrasts with Thailand, where a small de- 


_ valuation, tight credit and falling export 


prices in 1981 caused a dramatic decrease 
in imports and the return of equilibrium to 


- the balance of payments. 


Another factor in the lack of import 
elasticity could be the dominant role of the 
public sector, or public-sector funded (via 
the state banking system and foreign 
loans) enterprises in capital-equipment 
purchases. Availability, rather than cost 
of funds and return on capital, seems to 


- have been the determining factor in bor- 
‘rowing for equipment purchases. And 
- until recently, foreign funds. were fairly 


readily available. 

Other than revolution, there is however 
little way of changing consumption 
patterns in the short term. The problem is 


. probably as much social as economic in 


origin. Certainly there is need for greater 
“austerity” as demanded by Unido. But 
austerity is easily recommended by those 
out of power. And the import bans which 
it proposed would have only marginal ef- 
fect on luxury consumption. A more effec- 
tive austerity would ban imports of inter- 
mediate goods for the luxury industries, 
but that would also put dozens of factories 
out of business. Such industries should 


. arguably never have been created, but 
mistakes of the past — mostly a pre- 


Marcos past — are not so easily undone. 


he failure of the technocrats to achieve 

their goals in these directions in their 
11 years since martial law leaves plenty of 
room for criticism, But the bourgeois op- 
position proposals appear mainly a retreat 
into nationalism rather than a dynamic new 
road. Meanwhile, there is no evidence of 
policies which would achieve the social re- 
orientation necessary to emulate the likes 
of Taiwan, or would abolish pork-barell- 
ing and favouritism, neither of which were 
invented by Marcos but have been used in 
a different way. 

At the government level, a struggle will 
go on between those attempting what are 
clearly rational economic policies and the 
exigencies of Marcos’ political system. Al- 
though under fire, the technocrats seem 
assured (thanks as much to the grim exter- 
nal position than to their own clout) that 
the government will press ahead with re- 
structuring policies on industry, the finan- 
cial sector and agriculture. This will 
amount to a defeat for the nationalist and 
the industrialise-at-any-cost lobbies. The 
enn remains however of whether the 

etermination to implement good inten- 
tions will dissolve as the economy re- 
covers: as the balance of payments im- 
proves, reducing the rigour of IMF super- 
vision; as rising sugar and coconut oil 
prices take the pressure off the need for 
more rapid change in those areas, and 
generate new funds which can be used for 
political purposes; and as easier availabi- 
lity of government or borrowed funds 
makes it easier for those at the political 
centre to reward friendship. 

In policy terms, the problem of the 
Philippine economy is one of the past and 
the future rather than the present. ш 
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of short-term debt 


By Richard Nations 


New York: Agreement with the Interna- 
tional Monetary Fund has bought the 
Philippines a temporary rapprochement 
with foreign creditors who have begun to 
restore the medium-term loans withheld 
in the wake of the Mexican debt crisis last 
year. Promptly after the IMF agreed in 
February to а 504 million 
special drawing rights 
(SDRs) credit for the 
Philippines, New. York 
banks put together a 
major commercial loan 
to proclaim Manila's re- 
turn to grace, The 
US$300 million “club” 
loan involved all the 
major American banks 
with a strategic stake in 
preventing the Philip- 
pines from being cast as 
“Asia's only Latin Ame- 
rican debtor." 

But Mexico still casts 
its shadow across the 
Philippines in the shape 
of short-term debt. Re- 
cent figures released by 
the Central Bank of the 
Philippines on a confi- 
dential basis reveal that 
the actual short-term 
credit — US$8 billion — 
which the Philippines 
must roll over this year is 
double the amount re- 
corded publicly. Under 


MONETARY LIABILITIES OF 
PHILIPPINES BANKING SYSTEM 


(USS billion) | End'8t | End'82 | 
Central Bank 

Net reserves 

Gross reserves 

Foreign exchange 

Gold 

SDR 


Central Bank 
Short-term liabilities 
Foreign bank deposits 
Foreign bank loans 
Commercial bank 

net reserves 
FCD liabilities 
Foreign currency loans 
Peso loans under swap 
Regular reserves 


Source: confidential Central Bank of the Philip- 
pines document. 


these circumstances, an unexpected politi- 
cal crisis could undermine the confidence 
the IMF agreement has restored in the 
Philippines, particularly if expectations of 
global recovery which have raised prices 
of certain leading exports falter. 

The IMF medicine, however, is severe, 
requiring the Philippines to face a gross 
national product increase in 1983 of 
around 2% — slightly less than population 
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growth. This is the second successive year 
of negative per capita growth. Still, Unit- 
ed States banks are not over-concerned by 
the apparent power struggles between the 
“technocrats” and “cronies.” The percep- 
tion here is that Philippine President Fer- 
dinand Marcos is still very much in charge 

































Central Bank: undermining confidence. ™™ ors 


and personally committed to an austerity 
regime after his US trip last year con- 
vinced him that only an agreement with 
the IMF could prevent the Philippines 
from being sucked into the vortex of the 
Latin American debt crisis. 

The same message was pressed on 
Prime Minister Cesar Virata by the coun- 
try's commercial creditors when they told 
him last November that, in effect, new 
loans would depend upon an IMF pro- 
gramme. By the end of December Virata 
accepted the IMF's terms including tax in- 
creases, cuts in government spending, de- 
ferral of major capital projects and tight 
restraints on foreign borrowings and poli- 
tical slush funds. * 

Details of the programme are contained 
in a letter dated December 31, 1982 to the 
IMF's managing director Jacques de 
Larosiére from Virata and central bank 
governor Jaime Laya. The confidential 
letter has been circulated in Washington 
by Walden Bello of the anti-Marcos 
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Financial Results 

Gross Revenu 311.352 
Operating Sarplus 114 157 


Surplus before Tax 96 
Approprialed ro General Reserve = 


Commitments ot year end 
westerns at yearend 


By funding mocan, 
and viable agricultural, 
industrial and other projects 
CDC continues to help over- 
seas countries to develop 
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US$502 million at the end of 1982. This 
emphasises the need for the Philippines to 


improve its debt profile as well as continue 
to borrow on capital markets. 

The central bank is credited with taking 
the right steps to bolster confidence. 
Bankers here insist that full disclosure of 
the short-term position makes it that much 
less unstable. “It is far better to see just 
how bad it is in the clear light of day than 
to have nightmares in the dark," said one. 
Moreover, the Philippines has stored up 
considerable goodwill as an excellent 
manager of medium-term debt, and the 
very fact of coming clean on the short- 
term position encourages faith that this 
too will now be addressed resolutely. 

However, opinion here is divided on the 
Philippines’ prospects beyond the end of 
the year. The majority seem to trust that 
the World Bank structural adjustment 
loan and IMF programme are working 
sufficiently at the margins in order for the 
Philippines to regain the necessary com- 
petitiveness internationally. —Virata's 
technocrats — and now even Marcos — 


ET ESPN 
are widely applauded I 
nothing else. у 

Despite a nearly desperate foreign-ex- 
change balance, Manila continues to press 
ahead with tariff reductions and import 
liberalisation. “We recognise that con- 
tinuation of a low rate of real growth in 
1983 will be a consequence of the overrid- 
ing emphasis given to policies conducive 
to external adjustment," Virata wrote to 
de Larosiére. “Thisis the cost . . . [of] pre- 
paring the base for a renewed acceleration 
of growth in future years." This attitude 
has earned Manila the sympathies of even 
its toughest creditors. 

But pessimists believe that the Philip- 
pines is suffering from a long-term decline 
in organisational morale and efficiency 
which the IMF programme merely 
evades. One official responsible for set- 
ting the Philippines’ lending limits for a 
major US bank maintains that the club 
loan in March was merely a “confidence 
trick with blue smoke and mirrors,” since 
the banks simply rolled over loans rather 
than increased exposure. [Г] 


Aneed to exercise 
the cash crop option 


Manila: Agricultural growth in the Philip- 
pines has been one of the few achieve- 
ments worth trumpeting during the past 
decade. Now Manila’s technocrats and the 
World Bank are beginning serious study 
of the sector with a view to making it the 
mainstay of what will become the third 
World Bank structural adjustment loan 
late this year or early in 1984. 

The move is extremely timely. Manu- 
facturing's failure to boost its export re- 
venues, both because of internal inef- 
ficiencies and external recession and pro- 
tectionism, accentuates the need to pro- 
mote larger exports of cash crops such as 
rubber and palm oil. And given the vo- 
latility of commodity prices it is more 
crucial than ever to try to diversify 
crop planting, with mechanisms for 
crop substitution to allow for adjust- 
ment to the vagaries of international 
prices. Thirdly, traditional reliance 
on sugar and coconuts — not only the 
mainstay of the agricultural sector but 
also of export revenues — makes it 
necessary to reassess the monopolies 
which control the industry, and whe- 
ther the vested interests which run 
them are holding the sector back. 

Agreement by the World Bank to 
undertake these studies is a tacit ad- 
mission of the many shortcomings of 
past World Bank and government pro- 
grammes. Despite large production 
increases in rice, for example, new ir- 
rigation infrastructure built over the 
past decade, along with increased use 
of fertiliser, seeds and other costly 
supports has undercut much of the as- 
sumed increase in farmers’ income 
arising from greater production. A 
glance at the repayment performance 


KC Low f ; 
Sugar cane: sting of inefficiencies. 


of the old Masagana 99 high-yield rice 
programme gives an idea of the extent of 
the problem. As at the end of 1981, 
116,000 agricultural loans from the Deve- 


lopment Bank of the Philippines were in 


arrears, 65% of the total, and about 37% 
of the P2.97 billion (US$297 million) 
outstanding at the time. Income dis- 
parities are only accentuated by this situa- 
tion. 

The coconut industry remains of 
paramount importance — it affects the 
lives of an estimated one-third of the 
Philippine population in one form or 
another (growing, harvesting, milling, ex- 
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Macc 

ga ream-processing oper- 
Mom. While the price of coconut oil has 
been rising recently, the long-term out- 
look is not rosy. Soyabeans and palm oil 
provide easy substitutes, while the cyclical 
price swings of the commodity hurt the en- 
tire economy. When prices are low, a dis- 
proportionate number of rural families 
find disposable income drastically cut — 
not a good omen for manufacturers who 
rely on domestic markets. 





ntercropping is the primary prescrip- 

tion for the moment, so farmers have al- 
ternative sources of income. Another is 
boosting the coco-chemical industry so 
that wider domestic applications can be de- 
veloped, as well as chemical exports. The 
government is already pursuing à coco- 
chemical plant for which contracts were 
signed in January last year. It is now under 
construction. 

Sugar is also critical, though even less 
promising. A traditional plantation export 
crop, it has been stung by inefficiencies 
which have pushed production costs 
above those of the country's neighbours 
and competitors. European sugar-beet 
subsidies are hurting export markets, as 
are United States' quotas — the US being 
the Philippines’ traditional market for 
sugar exports. Production increases in 
both Indonesia and China, two other im- 
porters of Philippines’ sugar, have cut de- 
mand while Thailand is:now competing 
for the same markets. The saving grace of 
the industry for the past few years — long- 
term futures contracts signed in 1979 — 
run out next year and replacements have 
yet to be found. 

One possibility to improve agribusiness 
would be high-yielding corn, which ex- 
perts say requires the same type of soil 
found in Panay and Negros, the Philip- 
pines' two largest sugar islands. The plant 
comes from a similar genus, and any social 
disruption caused by new growing and 
harvesting techniques is said to be mini- 
mal. Also, the domestic market for high- 
protein corn for animal (mostly poul- 
try) feed is growing though much of 
the protein requirements are cur- 
rently imported. Work is expected to 
be done on assessing the prospects of 
shifting corn and sugar production to 
take advantage of local markets and 
international prices. 

But the main portion of the study 
will centre on food production, both 
traditional апа non-traditional. 
Banana exports are one major re- 
venue-earning possibility. So are 
mangoes and other fruits. Negotia- 
tions over import quotas in Japan 
were high on the agenda during Ja- 
panese Prime Minister Yasuhiro 
Nakasone's recent visit to Manila. 
The quota on banana imports was dis- 
cussed in particular though no agree- 
ment was reached. 

Pricing and subsidies for both ag- 
ricultural inputs and products will be 
studied in the light of criticisms that 
they have traditionally favoured con- 
sumers, primarily urban, rather than 
the farmer. The inadequacies of rural 
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` has been putting international 










essive track rec 
Asia & Africa proves 
. that great technology 
orks great anywi i 


MCN 2. Sub-station Installations , 

hly versatile GEC GEC has been designing and 

: being widely supplying Sub-station Equiprnent for 

zania, Malaysia various applications in Asia and 

i i Africa. Among the most recent ones 

-isa 10 MVA 132 kV Outdoor and ап {ous 
11 kV Indoor Sub-station for Mabati, ills 
Kenya. 

“СЕС manufactures Distribution and 

~ Power Transformers, OCB, ACB 
Vacuum Contactors, Vacuum Circuit 
Breakers, etc., which are gaining 
increasing popularity in the 
developing countries. 









, etc. The range als 
includes general purpose 
and agricultural pump sets. 

















4. Pollution Control 

GEC offers tailor-made servi 
from design to. manufactur 
and commissioning of total а 
pollution contro! systerns 
which include equipment. 
such as cyclone separators, 
pulse jet filters, bag house 
filters; tower filters, compact 
separators, electro filters, wet 
dust collectors, venturi wet: 
dust collectors and venturi ~~ 
scrubbers. 


) The General Electric Company of India Limited 
^; 6 Chittaranjan Avenue, Calcutta 700 072, India 


S. © B : Telex : 021-7460. Telephone : 27-2880 - 


` Kf it's engineered by GEC, it's engineered to last 


TRADE MARK BC PERMITTED USER THE GENERAL ELECTRIC COMPANY OF INDIA LIMITED 7 


ВЕС India, the Indian member 
of the international GEC group 


GEC expertise to work in Asia 
and Africa. . . 














‚ which sits under the aegis 


ıistry of Human Settlem 


NFA, is influenced as much by power 
ics and i image-making as it is by dis- 


onal- Irrigation Administration, the 
ippine Coconut Authority and Philip- 
ne Sugar Commission all control, often 
ross-purposes, policies affecting both 
export revenues and farmer incomes. 

Although devastating for many farmers 
id large regions of the central and south- 





Seoul: The South Korean Government 
has tightened up. more vigorously on 
peculative. investment in land and prop- 
erty following disclosures іп May that 24 
business groups had circumvented regula- 
tions and repurchased land that they had 
been required to sell to the Korea Land 
Development Corp. in order to reduce 
their levels of indebtedness. They are to 
be:subject to intensive tax investigation, 











to repay bank loans. 
Scrutiny of businesses’ land purchases 
follows on from the announcement іп 


cially for rental use, by utilising unclaimed 




















ents for tax 
| regulations оп. 


tem of land registration. Doubts have 
been expressed over the effectiveness of 
such measures, but the more immediate 
results seem to have been a shift of 
speculative funds to the bond and stock 
markets and, more recently, to activities 
on the apparently improving kerb and un- 
official foreign-exchange markets. 

As observers here have recently indi- 
cated, the problem of speculation is likely 
remain while informational uncertainty 





capital market anda sound investment ch- 
: mate. A credibility gap exists over reports 
issued by companies and.auditors and 





Blind 


kerb-market унге and th 


Orient Securities (REVIEW, May 5). . 


The authorities are: attempting to ар : 


sorb excess liquidity and reduce mone 
supply growth. Indeed, curren 
sation activities are the main factor behind 
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1 ment predictions estimating the 
gr rian Reform Ministry which, lik 













uting land titles. In addition, the Na- 





with the land to be sold again in due course 





April of a set of measures also designed to” 
curb property speculation. These included: 
moves to increase housing supplies, espe-. 


;property.sales- 





nders the. development of an efficient- 


€ven, to some extent, over government. 






the merger of Sambo Securities. with | year, 
f licensed acreage for building construction 


rose more than 50% for the first-quarter |. 


been ravaged, with most recent 


crop to be déwn some 20% in уйше. 
Rice exports have in the meantime been 


cancelled in order to boost stocks in ће. 
event that emergency-release efforts.are’ 


needed. Total rice production is expected 
to be down by 100,000 tonnes this year. 
This means that, despite rising prices in- 
ternationally for their agricultural pro- 
ducts, the Philippines may be unable to 
take advantage of them. 

While agriculture's current problems 


ECONOMIC MONITOR Sai 
Export growth still slow 


the Bank of Korea continuing to record a 
deficit in its operations for the first four 
months (equivalent to some 08886 mil- 
lion) after having suffered. its. first-ever 
loss in 1982. However, total money supply 
(M2) at the end of March was up by 23.7% 
from the year-earlier figure, compared 
with the government target of a 16%-an- 
nual rise by end-1983, which could be re- 
vised even lower. 

Despite the comparatively high money- 
supply growth of recent months, official 
statistics show success in holding down in- 


lation. The consumer price index (which 


as usual, inclüdes an item for rents but not 
prices for home purchases) showed an in- 
crease of 4.796 for March from the March 
1982 level, and the more recent April fig- 


- ure for wholesale prices represents its 


third successive monthly fall. 


Re economic activity remains Куйи 


almost wholly as.a.result of domes- : 
Preliminary first-quarter 


tic” factors. 
gross national product: figures (in 1975 
constant prices) reveal a large 9.3% 
growth on the first quarter of 1982. Social 
overhead capital, reflecting strong соп» 
struction: activity and fuelled by govern- 
ment investment, showed a 12.9% ad- 
vance and the mining and manufacturing 
sector growth of 10.3%. On the demand 
side, consumers' expenditure stoad 6.8% 

higher and fixed investment increased 
18%, largely as a result of housing con- 
struction.. But even given. genuine de- 


mand, there could still be some question . 


over the health of some of the booming 
construction activity. - 

The buoyancy of the domestic economy 
is confirmed by other indicators. March 
industrial production was 14% up on the 
operation - ratios were higher, 


and business indices: point E. a cont tinuing 


: naris momentum. i 
. „However, the traditional growth engine 
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. that. proposed would at lea: 
| coordination to be more c 


under normal project io; 
. the programme loan, the bank hopes it will 





of project lonê have со 
tthe usual problems of lox 
fund. dispersal and 













are performing dismally; acce | 





ricter than 
y instituting 


the loan's conditionalit 






improve the performance of its other ag- 
ficultural M project loans as well. 
~~ GUY SACERDOTI 





of this leading exporting nation has, until 
recently, been noticeably sluggish, though 
the problem is one shared by competitors. 
Exports and arrivals of letters-of-credit. 
have begun to show signs of a pick-up, but 
merchandise exports in the period to mid- 
May, provisionally put at US$7.4 billion, 
were only up 1.7% (in nominal US dollar 
terms) on the comparable period of 1982, 
compared with a target growth rate for the 
year of nearly 12%. 

The lack of real export growth, reduced 
receipts from. overseas-construction ac- 
tivities and a jump in imports amid the 
buoyant domestic ‘activity resulted іп a 

























. first-quarter -current-account deficit of 


some-US$900 million, almost half that 
projected for the whole year. Preliminary 
figures for April, however, point to some . 


.Ieversal in this pattern, with the current 
“account for the month turning to surplus. 


Despite the difficulties in international fi- 
nancial markets, South Korea was able to 
cover much of the first-quarter deficit by 
attracting capital inflows and borrowings, 
though foreign-exchange holdings fell by 
nearly US$1 billion-to US$6: billion ac- 
cording to official figures, и 
There has also been а shghificadt upturn 
in the amount of capital South Korea itself 
is investing overseas. For the first quarter 
this amounted to US$76.5 million, already. 
above the 1982 total of US$74.9 million, 
bringing the cumulative amount since 
1968 to US$325 million. Much of this in- 
vestment was made in mining projects 
overseas to secure resources for local in- 
dustries and for projects in other develop- 
ing countries, but recently some direct'in- 
vestments. have: been madeé:to secure ac- 
cess to markets in developed countries: 
Some questions could be asked as to 
whether this is an appropriate time for the 
world's. fourth-larg btor nation — 
and a significant recipient of concessional 
as governments and in- 






















sidered а more productive - 

tlet for business funds, even if bor- - 

, than speculative land purchases, 
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ial agencies — to be ex- < 
this manner. But this.” 









The number of our system solutions in 
plant construction parallels the multitude 


of possibilities in chess. 


And all solutions from AEG are top 
solutions for top efficiency. 


Demands in plant construction can no longer be met by 
standard solutions. Extensive services are required — 
from project planning to the implementation of a plant 
ready for production, including personnel training and 
regular servicing. Each system solution has to be speci- 
fically checked against individual objectives of the 
customer. In other words: only integrated and indivi- 
dually worked-out system solutions have a chance in 
the future. Decisive prerequisite is an essential detail: 
Electronic and Electrical Technology. 
In addition to offering a multitude of possibilities of 

ч system solutions, AEG- 
TELEFUNKEN is one of the 
few companies in the 
world to offer all in one: 
| e.g. energy supply, drive 
systems, instrumentation and 
control systems and auto- 
matization and hard- 
and software systems. Thus, 
AEG-TELEFUNKEN combines 
reliable equipment 





Control station for an 
integrated electrical system 


technology with distinctive know-how in plant 
construction. 

Our scientists and engineers are familiar with all prob- 
lems of process technology. In searching for solutions, 
they closely work together with partners from highly 
specific fields of applications. Only thus, truly individual 
problem solutions are achieved. 

Development and realization of complete integrated 
system solutions in plant construction provide the pre- 
requisites for the efficiency and the innovative power of 
AEG-TELEFUNKEN, also in specific areas of plant 
engineering, e.g. automatization systems for rational 
production processes, material-flow systems, equip- 
ment for foundry and steel works, rolling mills and min- 
ing operations, supply installations and infrastructure 
systems of large buildings, electrical equipment for 
ships and off-shore systems, space technology, solar 
technology and systems for military technology. 

We gladly inform you in detail on the many potentialities 
and the decisive advantages of a cooperation with 
AEG-TELEFUNKEN. 

Please, just write to us. 


AEG-TELEFUNKEN 


Industrial, Marine and Special Systems Group 
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am interested in receiving further information on system solutions in 
Ф electronic and electrical technology from AEG-TELEFUNKEN 











Name: _ 
Ф Сотрапу 
Ф Department: 
Address 





^ 


To AEG-TELEFUNKEN 
Attn. Mr. Zuther, A41V1, Lyoner Strasse 56, D-6000 Frankfurt 71 
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We chart Asia’s 
growth for the people 
who control it. 


The phenomenal growth of Far Eastern 
economies is one of the most startling 
developments of the late twentieth century. 

Discussed and analysed with intense 
interest all over the world, it is still only barely 
understood in the West. 

Those who comprehend it best are those 
in leadership positions throughout the Asian 
region itself. 

But even these powerful individuals 


need to be fully informed 
about fast-breaking Talk to them through 


“the Review.” 


developments taking place 
all around them. 

How does a Chinese banker in Hong 
Kong get the measure of finance in South 
Korea? 

How does a Malaysian politician assess 
the activities of his counterpart in Thailand? 

Like thousands of others, they depend on 
the Review. 

The Far Eastern Economic Review is the 
most important channel of information for 
Asia, about Asia. It is required reading for the 
elite in every nation of the Far East, because it 
is literally the only source of information they 
can rely on week after week. 

As a result, the Review reaches the 
highest levels of business, financial and 
government life. And it hardly touches anyone 


below this exalted level. We believe you can’t 
compare the Review to any other publication 
in Asia. 

It is truly unique. 

When considering the Review, you 
have no real alternative but to assess its 
effectiveness as an advertising medium in the 
context of its unique editorial environment. 

The Review forms a vital bond of shared 
knowledge in a region that is geographically 
and socially fragmented. 
So naturally, it is 
indispensable for anyone 
needing a consistent, reliable 
source of in-depth information on Asia. 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded 
advertisers marketing quality products and 
services. They know that in the Review their 
messages are well received throughout the 
region by the most influential group of 
leaders in business, finance and government. 

The people who control Asia’s growth. 


FAR EASTERN ECONOMIC 


l'EVIEW 


For Advertisers who take Asia seriously. 





9696 of Review subscribers are in business, the professions or government. 
6196 of those in business are presidents, chairmen or board directors. 
8296 of those in government are in senior posts. 

6896 of Review subscribers have household incomes over US$30,000 
(Source: Project Parade 81 conducted by INRA.) Data from Asian Profiles III available on request. 


For further information, please contact 
The Far Eastern Economic Review, 181-185 Gloucester Road, 7th Floor, Centre Point, P.O. Box 160, Hong Kong. Tel: 5-734301; Telex: 62497 


[4 


OMAD Missionmaster 

has taken a legend and put 
wings to it.The result is a military 
STOL aircraft of extraordinary 
versatility. 

The Missionmaster can be 
used to transport up to twelve 
fully-kitted men and is eminently 
suitable for para-dropping. 

Or it can be quickly 
converted to a stores transport. 

While its unsurpassed visibility 
makes it a natural for battlefield 
surveillance or patrol missions. 

And Missionmaster's STOL 


Sky Jeep? 


capabilities are perfectly suited 
to short or unprepared airfields. 
And as the jeep would accept 
alternative powerplants, similarly, 
Missionmaster's G.M. Allison 
engines are compatible with those 
of Bell and Hughes or M.B.B. 
helicopters. 
Missionmaster comes with full 


y e: 


For further information on 
Nomad Missionmaster, write to: 
Nomad Marketing Group, 

226 Lorimer Street, 

Port Melbourne. Vic. 3207 
AUSTRALIA. Telex: DEPRODY 
AA 30252. 


technical and spare-parts back- m. 


up through the wide resources of 

the Australian Government and 

its aircraft factories. 
Missionmaster. We took 

a legend and put wings to it. 
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MISSIONMASTER 





impressive 
Service 

` tocome out of 

| weden since 

jorn Borg. 


The Sparbankernas Bank of Sweden competitiveness. All at your service 
is now operating internationally under through our comprehensive range 






a new name- SWEDBANK. of international commercial 
And an impressive service is simply banking services. 
one of the qualities we intend And all highly relevant to 
to demonstrate in common with your business. 
our famous compatriot. For full details, contact us 
Some of the others: speed, at the address below. 


professionalism, flexibility It could be the best call of 
and an unusual standard of the year. 


SWEDBANK 


DOMESTIC NAME: SPARBANKERNAS BANK 


Sweden has an excellent name for International Banking. 


Head Office: 5-105 34 Stockholm, Sweden. Telephone: 08-762 1000. Telex: 12826 SWEDBNK S. 
Representative Office: The Old Deanery, Dean's Court, London EC4V SAA, Telephone: 01-236 4060. 
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i start i. trans- 
Bank of China in 
,to a province 
inured to hearing 








ports. But Jiang also at- 
rest rates — specifically 
3 th raising of rates by two percentage 
o at the тышка» of the 


e hongkong соон 
ation by abolishing the 
10% interest tax on local currency depo- 
sits. 

If Jiang really believes all these non 
sequiturs, then it is somewhat surprising 
that he holds the post that he does. If on 
the other hand — which is rather more 
likely — he is making statements in 













order to score political points, he is | 


underlining the basic fear that Hong- 
kong has about the future. This is that 
politics-and-power-obsessed cadres will 
never be able to leave Hongkong alone. 

Jiang's remarks were the most notable 
political act by the Bank of China in 
Hongkong since 1967 when its head- 


quarters became a fortified bastion of: 


the Cultural Revolution, Publicly, the 
bank has normally kept a low profile, not 
even making its views known on specific 
matters of banking policy in the terri- 
tory. Over the past two years it has taken 
a more active role in the Hongkong As- 
sociation of Banks’ deliberations. But 
the latest political plunge was a new de- 
parture. —. 
No one would expect the Bank of 
_ China to admit publicly that the political 
uncertainty was the cause of capital out- 
| flow and currency weakness. But that is 
|. no reason for bank cadres to go ош of 
' their way to peddle nonsense. Jiang's 
pretensions are particularly outrageous 
given that it is known that in recent 
months the Bank of China has been 
: favouring higher local interest rates to 
. Stabilise the CHIEN: To attack high 














rates (for public consumption) is thus 
dishonest. : 

The. accusation that the fall in the cur- 
rency was due to a small number. of 
speculators. also sounded rather bizarre 
coming from the bank, which 15 by far 
the largest net seller of Hongkong dol- 
lars. Hongkong exists to earn other con- 
vertible currencies for China, so in gen- 
eral terms the Bank of China is normally 
a seller of local currency. But it con- 
tinued selling through the steep decline. 

If it really believed the local currency 
was undervalued due to speculation, its 
logical course would have been to hold 
onto its Hongkong dollars until the 
speculation subsided, rather than feed- 
ing the decline. Meanwhile, to demand 
Hongkong Government intervention to 
stem the slide was doubly ironic. If posi- 
tive non-interventionism means any- 
thing, it is presumably that the Hong- 


kong dollar is entitled to be as volatile as | 


other currencies. 


Unfortunately, the Hongkong au- 


thorities through their own stupidity | 


spoiled their own argument for not com- 
mitting exchange reserves to defence of 
the currency by blaming “speculators,” 


against whom Secretary for Monetary | 


Affairs Douglas Blye made veiled 
threats. What cry-babies are these sup- 
posed guardians of the free market! 


Jiang also blamed the Hongkong Gov- | 


ernment for inflation, which is fair 
enough except that the Bank of China 
group two or three years ago was plead- 
ing for cheap money and fuelling the 
property and credit boom as furiously as 
any newcomer bank (Shroff, REVIEW, 
Oct. 30, '81). 

The Bank of China's urging that the 
interest tax on Hongkong dollar deposits 
be abolished followed a similar plea by 
the Hongkong and Shanghai Bank. In 
theory, it might seem silly to discrimi- 
nate against local-currency deposits — 
foreign-currency ones are not taxed. 
However, such a tax — which at present 
represents à one percentage-point in- 
terest disadvantage — can hardly be said 
to be critical. Although foreign currency 
deposits have been officially tax-free 
only for the past year, they have effec- 
tively been so for years, The flight from 
Hongkong dollars is caused by political 
uncertainty, not by a small interest diffe- 
rential. 

Abolition of tax on deposits would 
also be. another sop to the already pam- 
pered banking system. Interest tax could 
not be abolished. altogether without 
blowing a gaping hole in the tax system. 
Abolition could be applied only to depo- 
sits with banks and deposit-taking com- 
panies. Thus they would gain an advan- 
tage over other intermediaries or forms 
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‘will sell as much land as possible. pro 








































above savings < 
above the three 
Fortunately, | 





has wider Ampl 
sary. With the tra ict 
to improve rapidly, the Че! 
tor in the Hongkong dollar 
political confidenc 











anyone expectin | 
property values in Hongkong shou 
read the reportof the Special Committe 
on Land Supply. It indicates that supph 
of land will exceed requirements und 
almost all categories for several years 

Given the land component in. Hon 
kong property prices, this augurs well f 
buyers, However, it is not clear how 
the government will sustain its land-sales 
programme in the face of these statisti 
The report suggests that the governmen 









































vided that the price fetched does not f; 
below replacement cost. But what 
that? No figure is given. E 

More worrying, however, is t 
growth of the public sector. The comm 
tee sees a need to sustain the govern- 
ment's 30,000 flats-a-year building pr 
gramme. But it envisages private sector 
construction falling back to an a 
25,000 flats à year over the next 10 year: 
only marginally up on the average of the 
past 10 years. This is a disgrace. The 
middle class is expanding rapidly, sot 
potential for increasing private secto 
supply and reducing the relative rolê 0! 
the public sector should be enormous 

Although cyclical and political fact 
are temporarily hurting the private se 
tor, the long-term factor is land cost. 
setting such a low target for private-s 
tor flatbuilding, and suggesting there i 
an oversupply. of land, the committee i 
effectively favouring higher land prices. 
This may help existing owners but dam 
ages home-ownership aspirations and 
wealth distribution. It is a sad reflection 
of the advance of the corporate state 
run by and for an alliance of bureaucratic 
and large corporation interests, even be 
fore 1997, 
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Quek Leng Chan; Kwek Hong Png; Kwek Leng Beng: manifold family links. 


A Singapore disconnection 


Malaysia’s Hong Leong group pushes into Hongkong — 
but distances itself from the republic 


By Anthony Rowley 

Singapore: A curious sentence appeared 
in the prospectus for the recent offer by 
Hong Leong Overseas (HK) to acquire a 
Hongkong-listed shell company called 
Marsworth. The document noted that the 
Hong Leong Malaysia Group, which is the 
indirect owner of Hong Leong Overseas 
(HK), “is autonomous and operates inde- 
pendently of the Hong Leong companies 
in Singapore.” 

This was odd, to say the least. Not only 
had an earlier press release issued by 
Hongkong merchant bank Jardine Flem- 
ing covering the same deal said that 
“Hong Leong is part of the group of com- 
panies controlled by the Kwek [or Quek] 
family from Malaysia and Singapore” but 
the manifold connections between the 
Singapore and Malaysian groupings are 
obvious to anyone examining company 
documents. 

For a start, Quek Leng Chan, who 
heads up the Malaysian arm of the Hong 
Leong group, is a nephew of Kwek Hong 
Png, who heads up the Hong Leong oper- 
ations in Singapore. More concretely, 
Kwek Hong Png is chairman of, and a 
shareholder in, Malaysian-incorporated 
Hong Leong Industries while his son, 
Kwek Leng Beng, who is also a prime fig- 
ure in the Singapore operations, is a direc- 
tor and shareholder of Hong Leong Credit 
— the other principal Hong Leong com- 
pany in Malaysia. Quek Leng Chan for his 
part is a director and shareholder of Singa- 
pore-incorporated Hong Leong Finance, 
one of the Kweks' principal listed com- 
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panies in Singapore, as well as being on 
the board of their principal private hold- 
ing company here, Hong Leong Invest- 
ment Holdings. 

There is an obvious link too between 
the Kweks' Singapore operations and the 
move by the Hong Leong group into 
Hongkong — in the person of Kwek Leng 
Beng who, as Hongkong company-regis- 
try records show, is on the board of Hong 
Leong Overseas (HK), the company ac- 
quiring Marsworth. Kwek Leng San is 
another family member linking the Singa- 
pore and Hongkong operations. 

Just why the Kwek group should be 
maintaining this charade of autonomy and 
independence between the Malaysian 
arm, which is now pushing aggressively 
into Hongkong, and the Singapore arm is 
not entirely clear. Nor did the refusal by 
Kwek Hong Png and his son Kwek Leng 
Beng in Singapore, or of Quek Leng Chan 
in Kuala Lumpur, to talk to the REVIEW 
help clarify matters. 


ut it could well be that the Kweks' 

Hong Leong operations in Singapore, 
which REVIEW inquiries revealed are 
coming under ever-increasing ' scrutiny 
from the authorities there, do not wish to 
be associated publicly with any attempt to 
diversify into the more free-wheeling 
environment of Hongkong, understanda- 
ble though such a move would be. And, as 
the Malaysian Hong Leong companies ap- 
pear to enjoy better relations with the gov- 
ernment of Prime Minister Datuk Seri 





Mahathir Mohamad than do the Singa- 
pore Hong Leong operations with Prime 
Minister Lee Kuan Yew's government, it 
may be that the Kweks have chosen to em- 
phasise the Malaysian connection in seek- 
ing to woo international investors via 
Hongkong. 

There has been no shortage of evidence 
recently that the Kweks in Singapore and 
their numerous Hong Leong companies 
are not exactly enjoying a smooth passage 
with the authorities in their bid to raise 
their financial status and to push more of 
their private interests into the public 
arena. 

The first major public indication of such 
problems came at the end of April when it 
was disclosed that the Monetary Author- 
ity of Singapore (MAS), now under the 
personal supervision of Deputy Prime 
Minister Goh Keng Swee, had dashed 
Hong Leong Finance's hopes of becoming 
a licensed bank, Hong Leong Finance, the 
Kweks' principal quoted company in Sin- 
gapore and the biggest finance company in 
the republic since it acquired another (still 
separately quoted) finance company, Sin- 
gapore Finance in 1979, had waited six 
years for a banking licence — and re- 
portedly was hopeful of getting it. 

Local bankers noted that it took other 
local institutions a much shorter time to 
get a licence — one of the more recent 
examples being Tat Lee Bank, which ob- 
tained one in two years. The MAS, as is 
customary, did not formally announce its 
refusal of a licence for Hong Leong but the 
decision was reported in the local Business 
Times. The paper speculated (on good au- 
thority it seems) that while Hong Leong 
Finance probably satisfied MAS criteria 
on the financial capability and manage- 
ment of the applicant, its “general stand- 
ing and reputation" might have been call- 
ed into question. Hong Leong Finance, 
Business Times noted, had over the years 
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built up a reputation for being an “aggres- 
sive” finance company. That is a word 
many local brokers and bankers use of the 
Kweks’ operations in general in Singapore 
and it would be surprising if they had not 
made some enemies as a result. 


He Leong Finance did not endear it- 


self to Wee Cho Yaw’s United Over- | 


seas Bank (UOB) when, some four years 
ago, it stepped in and thwarted UOB's bid 
for Singapore Finance, which had origi- 
nally approached UOB. The stakes were 
rapidly bid up between the two contes- 
tants (though not before the assistant re- 
gistrar of companies had stepped in at one 
Stage to object to Hong Leong’s tactics) 
and though UOB ultimately conceded de- 
feat and sold its stake to Hong Leong fora 
substantial profit, the aggressiveness of 
the battle surprised many Singaporeans. 
So did the price Hong Leong was prepared 
to pay, essentially to acquire Singapore Fi- 
nance’s branching network and custom- 
ers. The Hong Leong group had a sub- 
sequent brush too with UOB over stakes 
in Haw Par. 

Hong Leong Finance may have caused 
resentment too, for whatever reasons, 
in higher places than UOB's boardroom. 
One source told the REVIEW that while 
Goh might personally have been pre- 
pared to. grant Hong Leong Finance a 
full banking licence, Lee himself had 
been against it. This is impossible to prove 
but equally it is generally assumed now in 
the financial community that Hong Leong 
Finance will not try again for a banking 
licence while the current leadership is in 
power. 

It is at this point that recent develop- 
ments involving Hong Leong — albeit 
nominally through the Malaysian side of 
the family — become especially interest- 
ing. Hong Leong Overseas — a wholly 
owned subsidiary of the Kweks’ principal, 
private holding company in Malaysia, 
Hong Leong Co. (Malaysia) — along with 
a number of institutional investors in 
Europe took over the Dao Heng Bank in 
Hongkong from Grindlays Bank. That 
was in March 1982. Dao Heng is now 
being absorbed by Marsworth, after which 
the shell will be re-named Hong Leong 
Co. The acquisition of a bank in Hong- 
kong (at a high price — part of which will 
be recovered when a 25% stake in highly 
priced Marsworth is offered to the public) 
is a feather in the cap of the Malaysian 
Hong Leong group, which likewise has no 
full banking licence. 

Equally, a stake in a Hongkong bank 
could be appealing to the Hong Leong 
group in Singapore now that it has been 
denied a licence in the republic. One 
source at a prominent local-Chinese bank 
in Singapore suggested that Dao Heng 
might eventually seek to open a branch in 
Singapore, thus giving Hong Leong an in- 
direct banking presence there. Such a 
move would assuage some of the keen dis- 
appointment the Singapore Kweks no 


FAR EASTERN ECONOMIC REVIEW e JUNE 8, 1983 





doubt felt on being refused a licence be- 
cause (unlike Hongkong's category of sec- 
ondary banks called deposit-taking com- 
panies) Singapore finance companies such 
as the Kweks own are limited in what they 
can do. They cannot, for instance, open 
letters of credit, they cannot take offshore 
(Asian currency unit) deposits and they 
cannot deal in foreign exchange on behalf 
of clients. 

Whether the MAS would grant Dao 
Heng a branch licence in Singapore is a 
moot point, however, unless it accepted 
the notion that the Hongkong-based bank 
is in fact controlled by an "independent 


and autonomous" 
Malaysia. 

Such conclusions may be borne ‘out by 
other recent events affecting Heng Leong 
in Singapore. There was, for instance, the 
sudden "withdrawal" in May Бу. Hong 
Leong Corp. of its application for à listing 
on the Stock Exchange of Singapore. 
Hong Leong Corp. was incorporated in 


Kwek grouping in 


July 1982 as a repository for some.of the ~ 


"undertakings and assets" of Hong Leong 
Investment Holdings Pte Ltd. Hong 
Leong Corp. bought some S$84.6 million 
(US$40.48 million) net of assets — mainly 
shares in quoted and unquoted. Kwek 
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companies (including some incorporated 
in Malaysia) — from the private holding 
company. 

* Hong Leong Corp. was scheduled (in 
the Kweks’ plans) to join the group’s other 
listed companies in Singapore — Hong 
Leong Finance, Singapore Finance, City 
Developments and King’s Hotel. Accord- 
ing to a report in the Business Times on 
May 17, the re-grouping of Hong Leong's 
trading and manufacturing companies 
‘under Hong Leong Corp. was “logical” 
following the reorganisation of Hong 
Leong Finance and City Developments as 
the finance and property divisions of the 
group. 

Hong Leong in Singapore refused to 
discuss its listing plans for Hong Leong 
Corp. with the REVIEW, as did its local 
merchant-bank adviser, Morgan Grenfell 
(Asia). Inquiries at the Singapore com- 
panies’ registry revealed that some 68% of 
the net initial transfer of assets to Hong 
Leong Corp. consisted of “debts” of Hong 
Leong Investment Holdings (Shroff. 
REVIEW, May 26). 

How this somewhat questionable item 
of net worth might have been treated in 
Hong Leong Corp.'s proposed public list- 
ing suddenly became academic when on 
May 18 Hong Leong disclosed that it had 
instructed Morgan Grenfell to “retract” 
(as the local press put it) its listing applica- 
tion, allegedly after several weeks’ consid- 
eration by the authorities. Again accord- 
ing to press reports, the reason for this 
mysterious change of plan was “technical” 

. — and nothing which could not be ironed 
out by next year. The REVIEW under- 
stands, however, that the stock exchange 
rejected Hong Leong Corp.'s application 
after just five days' consideration. The 
semi-official Securities Industry Council, 
on which the MAS is represented, may 
have had some part in this. 

As with the denying of a banking li- 
cence, this must have been a blow to the 
Kweks. By injecting assets into a clutch of 
publicly listed companies as they have 
done under a major reorganisation in Sin- 
gapore in recent years, they have, as one 
local banker put it, been able to “get a bet- 
ter price performance" for the shares than 
if they had injected all the assets into one 
public holding company. Typically, the 
Kweks have retained around 70% of their 
quoted subsidiaries, which means 
stockmarket performance is more suscep- 
tible to influences in a narrow market. 

The Kweks in Singapore are not with- 
out their admirers of the success they have 
had in expanding and diversifying their 
business empire since septuagenarian 
Kwek Hong Png arrived in Singapore 
from China's Fujian province some 50 
years ago. According to an interview 
Kwek Hong Png gave to the local Lianhe 
Wanbao (United Evening News) earlier 
this year, he together with his brothers, 
son апа nephews (many of them profes- 
sionally qualified) now administers some 
60 companies having a total of 3,600 em- 
ployees. The boards of all the Hong Leong 
companies are liberally sprinkled with 
Kweks (or Queks). 

But in Singapore, at least, they have 
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Hong Leong HQ: setbacks at the hands of authority. 


also gained a reputation for “sailing close 
to the wind” and they are widely reported 
to have had a major brush with the Singa- 
pore tax authorities some 10 years ago. 
Some sources in the local investment com- 
munity suggest, too, that the prices at 
which assets have been injected into pub- 
licly listed companies from the private side 
have sometimes been “on the high side.” 
One example cited is the public issue in 
1981 of shares in Singapore Finance at 
$$4.50 each — more than twice the net 
asset value. Half of the net assets of the re- 
constructed Marsworth — a company with 
which the Singapore Kweks have solid 
links — consist of goodwill (REVIEW, June 
2). : 
Whether the setbacks the Kweks have 
suffered at the hands of authority in Singa- 
pore in recent times are isolated problems 
or manifestations of some deeper disag- 
reement involving the group and the gov- 
ernment is hard to judge. Not only did the 
Kweks and their advisers decline to talk to 
the REVIEW, but Goh also declined an in- 
terview in which one of the questions sub- 
mitted concerned the refusal of a banking 
licence to Hong Leong Finance. 


qas have been other problems involv- 
ing the family. Quek Leng Chye and 
Gan Kai Choon, who hold management 
posts or directorships in the Hong Leong 
group, were among five men convicted 
under the Companies Act in Singapore 
earlier this year for causing documents to be 
sent out to the public offering for sale shares 
in CCC (Holdings) that did not comply with 
the act. CCC is the City Country Club and 
documents sent out relating to the pur- 
chase of shares by prospective members 
were "deemed to be prospectuses." A pro- 
per prospectus was later prepared for the 
club by merchant bank Wardley. They all 


leaded quilty and four of them, includi 
Duck Leng Chye and Gan (Who claimed 


they were associated with CCC purely in 
their private capacity) were fined. Quek 
and Сап subsequently resigned 
z from the boards of three listed 
Hong Leong companies in Singa- 
pore. An offence such as the five 
were convicted of means they can- 
not be on the board of or promote 
or manage any company. The five 
said they might appeal to the minis- 
ter of law on this point. 

King's Hotel, one of the Kweks' 
listed companies, was also the sub- 
ject of an inquiry by the Stock Ex- 
change of Singapore around two 
years ago over a sharp run-up in the 
price of its shares. This kind of per- 
formance is not an isolated pheno- 
menon among Hong Leong com- 
panies. Hong Leong Industries en- 
joyeda great bull runafew yearsago, 
though apparently on genuine inves- 
tor interest. Meanwhile, the Singa- 
pore Government is understood to be 
reappraising Hong Leong Finance's 
participation in the Economic 
Development ^ Board-sponsored 
small industries finance scheme. 
None of the parties involved would 
comment on this, however. 

Perhaps as much as anything, the sheer 
intensity of wheeling and dealing among 
various Hong Leong companies in Singa- 
pore — an almost continuous stream of as- 
sets transfers, share issues and so on — 
plus the aggressive bidding for deposits 
through devices such as Hong Leong Fi- 
nance's recently-introduced “savers plus" 
accounts (where interest is computed on a 
daily basis) have raised eyebrows in Singa- 
pore. 

The Hong Leong group as a whole 
would almost certainly find Hongkong a 
freer place to do business — and it would 
give them a wider international spread, 
just as the acquisition of a London finance 
company, Manson Finance Trust, did a 
couple of years ago. 

Another potential problem confronting 
the Kwek/Quek group is that, whatever its 
Hongkong prospectus says to the con- 
trary, it does span Singapore and Malaysia 
and it is sometimes hard to be on the right 
side of both governments simultaneously. 
According to financial sources, Quek 
Leng Chan, who heads up the Malaysian 
operations is currently on good terms with 
Mahathir's administration. One example 
cited in support of this is the fact that 
Hume Industries (Malaysia), which is now 
controlled by the Kweks, will be a partner 
with Malaysia's government-owned 
Heavy Industries Corp. in a prime new in- 
dustrial and residential development at 
Shah Alam near Kuala Lumpur. The 
Kweks' other two principal listed com- 
panies in Malaysia are Hong Leong Indus- 
tries and Hong Leong Credit. 

There is no shortage of physical symbols 
of the Kweks' success in Singapore. There 
is the 45-storey Hong Leong Building in 
Raffles Quay, which is valued — over-val- 
ued, say some — at around S$1 billion and 
is held in the private companies. This is 
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Trickiest problems are the best. 


Times are changing. To hold your own in the teeth of compe- 
tition, you need to find new ways of solving tricky business 
problems. 

The way things are going, you are bound to come up against 
tough challenges in the years ahead; you need to be flexible - 
and imaginative - to ensure that things go your way. 

As one of Germany's leading full-service banks, we are doing 
just that. 

Throughout the 1982 trading year, we consistently pursued a 
policy of “quality, not quantity" As a result, during the past 
year, our business development was good, and the period was 
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clearly signposted by our efforts to consolidate our position. 
Because we regard sound policies as the foundation of our : 
operations, we have strengthened our base for the future. aa 











Г 1982 Business year* 


| Total assets 56.42 billion DM 
Customers' Deposits 24.87 billion DM А 

| Loans to customers 33.51 billion DM Ё 

| Own resources 1.79 billion DM E 


* Consolidated balance sheet figures of the BÍG:Group 





And we will continue to be our customers' flexible, reliable ; 
partner in handling those tricky business problems. wp 8 
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| qus ng Finance. 
| owth of the Singapore com- 
has been impressive too. Hong 
'jnance's pre-tax profits, for in- 
ncluding a 75% share in Singa- 
ance) quadrupled from some- 
der. 5510 million to nearly S$40 
jn between 1977 and 1981 (though 
0 impressive as those of Hong Leong 
n Malaysia, which grew some 15- 
ring this period to M$16. million 
$6.96 million]). Group profits-at City 
opments now exceed S$40 million 
tax, while King's Hotel made some 
million in 1982. This gives the Singa- 
re-listed companies total profits ap- 
ching S$100 million compared. to 
e M$54 million for Hong Leong In- 
stries (M$38 million in 1982) plus Hong 
ong Credit. Hume . Industries 
Aalaysia), held by Kwek. private in- 
rests, contributed a further M$32.7 mil- 
nin 1982. 
- The Kweks in Singapore have also es- 
ablished the S$20 million Hong Leong 
"undation, which receives a proportion 
of the group's annual profits and donates 
m to charities, But judging from recent 
events it will require rather more than 
sheer business success or prestige-winning 
ures of this kind to ensure them a: 
nooth passage with the authorities. — Ш 





































| Ву Hikaru Kerns 
Tokyo: The dark side. of financing 1 in 
Japan is the business of sarakin, or 
moneylenders. whose. activities the gov- 
ernment is finally seeking. to control 
through powers to revoke registration, 
powers- of investigation and interest- 
rate limits. These moves, though, are un- 
likely to hinder. sarakin activities seri- 
ously. 

Sarakin firms charge as much as 1% in- 
terest a day on loans under hidden agree- 
ments and until recently a maximum of 
109% annually was legally permitted: To 
collect late payments sarakin have been 
known to harass debtors at all hours of the 
day and. night, embarrass them before 
neighbours and colleagues at work and 
then sell or discount the loans- to 

gangsters. This year alone, 409 people 
are known to have committed suicide in 
Japan as result of pressure from sarakin. 

Several incidents connected with sara- 
kin have received. national attention. А 
Self-Defence Forces member turned to 
robbery and murder to raise the money for 
his creditors, while a sarakin took over a 
“high-class restaurant in Tokyo's Ginza dis- 
trict after collecting interest of 3724 mil- 
| lion (US$3.05 million) оп а little more 
than one-year-old loan of *1.4 billion. 
About 7,000 people fled their homes and 
disappeared to avoid sarakin in 1982, the 
National Police Agency reported. 

Unfortunately the sarakin offer a com- 
petitive service, at least in. the initial 
stages. Banks are forbidden by law to 
charge more than 20% interest — a rate 
which until recently had been considered 
too low by them for the expense incurred 
in processing loans and collecting pay- 
ments from individual customers. Banks 
also want to avoid the legal problems of 
handling defaults. Additionally, there is a 
traditional stigma attached to consumer 
loans, making both potential borrowers 
and the banks reluctant to deal with each 
other. 

Unlike banks, sarakin do not ask the 
customer why he wants a loan, often do 
not require à guarantor or collateral, and 
can produce the cash in as little as 20 
minutes as long as the borrower has a 
health insurance card or a driver's licence 
indicating. a fixed abode. Being ques- 
tioned about the purpose of their borrow- 
ing frequently deters customers from ap- 
plying to a bank, a Japanese banker said. 






















































"Super Stocks". 


Certain new companiescomingto the market- 
place may emerge as the most rewarding 
f: Stocks of the 1980's, offering rich yields, large 
© capital gains and future dividends. 
Here's exactly how to take 
advantage of these prospects. 
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busy districts and. display advertisements 










‘especially women. 
.. , Toopen asarakin shop is fairly easy, re- 
quiring only a. simple application to ће 
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Efforts to curb j Japan’ s huge loan-shark industry 
Бу legislation may be too little, too late 


‘kin firms have been forming at the rate of 

















Sarakin have opened numerous shops in 
which appeal to impulse customers —— 
- bank based in San Francisco reported. 


| local prefectural authority and start-up. 






















10-16,000 a year since 1977, when a par- 
liamentary bill to control them (which has 
taken six years to be passed) intro- 
duced. The four largest sarakin firms now 
have a balance of loans amounting. to. 
roughly ¥1.6 trillion. Some are hoping 
be listed on Japanese stock exchanges an 
to expand internationally. The top fo 
firms — Takefuji, Promise, Acom. and 
Lake — report estimated operating profits. 
in 1982-83 totalling about € 105 billion... 

Harsh criticism directed at sarakin has. 
spilled over to the institutions funding: 
them. Until about 1981, foreign banks 
provided tlie bulk of the sarakin's outside 
funds because of government restraints on 
Japanese banks. One report in 14-1982 
noted that of the 71 foreign banks in 
Japan, about 50 supplied loans to. sarakin 
and that such business accounted for 
















` about 5% of the total yen-financing of 


foreign banks. 

Sarakin obtain funds from banks by 
means of contract instruments of typically 
three ог six months. The maximum in- 
terest rate they pay is 15% a year and large 
sarakin firms enjoy close to normal corpo- 
raté rates. Many such loan contracts are 
rolled over indefinitely. Japanese banks 
often lend to sarakin in disguised forms 
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The secret 
conduit 


California-based bankers 
report a noticeable influx of 
Hongkong-Chinese money 


By Seth Rosenfeld 


San Francisco: Since British Prime 
Minister Margaret Thatcher's visit to Pe- 
king last September, some United States 
West Coast banks report seeing a "signifi- 
cant" increase ín the transfer of funds 
from Hongkong. The trend seems to in- 
volve mostly personal investment money. 
and appears to be distinct from the now 
slowing stream of major Hongkong in 
vestments which have flooded the Califor- ` 
nia market over the past decade. 

Reports are conflicting and money 
flows. are unquantified. One. major US 
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1895.decrease over the past year in. dep 
sits from Hongkong. But another institu 
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blc. depositors, 


the organised: 





into the unofficia market i in South 


Korea. 


he attraction of such a lu 

ness was what led Japanese banks to 
funnel funds to sarakin through related 
companies, and the sarakin also obtained 
loans from insurance companies. Recent 
adverse publicity has forced some finan- 
cial institutions to re-evaluate their re- 
lationship with sarakin, but it is thought 
unlikely that any of them have completely 
suspended loans to this industry. Some 














tion reports as much as a 50% increase in 
deposits and transfers over the past eight 
months alone. 

“The rise in the flow of funds to the 
West Coast has been quite noticeable,” 
commented a Federal Reserve official 
when asked about shifts in Hongkong per- 
sonal investment money to California. 
“The trend has been rising quite rapidly, 
especially [since] the question of Hong- 
kong’s future arose last year.” 

Established in 1973, Shanghai Com- 
mercial Bank is San Francisco’s second 
oldest Hongkong agent bank and has a re- 
latively broad depositor base. Over the 
past eight months, according to a Shan- 
ghai representative, the agency has seen a 
40-50% increase in deposits from Hong- 
kong. Volume-wise, he estimates, 90% of 
these have been from individuals, with the 
remainder from corporations. 





he Shanghai representative said that 

Hongkong's future as a free port is a 
“major factor" behind the surge, along 
with competitive interest rates offered by 
US banks and the increasing strength of 
the dollar. "Its just that merchants want to 
do business, and that under a certain kind 
of control they won't be as free to do what 
they want. It won't be as free a port,” he 





















banks aré now apparently terminating 
business with sarakin of low repute but 
continuing to lend to "good" ones. 

In April, the bill to control sarakin was 
finally passed. but its provisions hardly 
satisfied the critics. The new law lowered 
the maximum annual interest rate to 73% 


from 109%, and after three years the per- | 


mitted ceiling is to go down to 54.75%. 
There are ambiguous provisions about 
proper collecting procedures, and a goal 
of 40% annual interest is set as an eventual 
maximum, without specifving a date for 
implementation. One banker noted that, 
because of competition, large sarakin 
firms have recently been lending at about 
60% but the new law will make it appear 
that 73% is the going rate. И is contended 
that many borrowers are unsophisticated 
or inexperienced, and that the law only 


said, alluding to China's possible takeover 
of Hongkong in 1997. 

Other agencies and banks in San Fran- 
cisco observed shifts in individual-sized 
deposits and transfers from Hongkong. 
while noting that larger investments in the 
West Coast, ranging from US$10 million 
up, have fallen off. “Its no longer the busi- 
ness money flowing back and forth, its 
people's personal savings, their secret 
money," said a representative of Hong 
Kong Metropolitan Bank who reported a 
"significant" shift of such funds here. 
"Whatever small savings, liquid cash [they 
have] they would rather put in a West 
Coast bank." The shift, he said, is as much 
the result of a loss of faith in Hongkong's 
sagging economy, of which the island's un- 
certain political future is a "significant fac- 
tor." 

A Bank of California representative 
also observed that despite a "dramatic 
slowdown" in major Hongkong invest- 
ments in the Bay Area due to liquidity 
problems, amounts ranging from several 
hundred thousand to several million dol- 
lars continue to flow. "They are shifting to 
the US," he said, "particularly Califor- 
nia." 

Meanwhile, other West Coast banksare 
moving to capitalise on the lucrati 
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) owers are said 

крш a credit risk comparable to t 
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total loans, pus dion at of this is fe 
housing loans. The procedures for obta 

ing a line of credit are still cumbersom 
but at least the banks have recognised thi 
problem — as well as the potential profi 
— and are now beginning to adapt accord 
ingly. 


Hongkong market. A Wells Fargo offici 
said that since the bànk began active 
pursuing personál investments 18 mont 
ago, there has been a dramatic incre 


Within the past year, he said, they have i 
much as doubled. Chase Bank Intern 
tional's newly opened San Francisco offi 
is also targeting individual Hongkong ii 
vestors. "We're talking about individu: 
as a distinct market," one banker 
"The people there are somewhat « 
cerned about what is happening.in 199 
Reports from Bank of America (Bo 
were somewhat conflicting. Several r 
sentatives maintained that they.obse 
nothing “unusual” about the flow of fun 
from Hongkong to California. But ot 
BoA banker reported a "general" i 
crease in the flow of deposits and transf 
from Asia, and another noted that trar 
fers from Hongkong had increas 
roughly 22% over this time last year. 
Financial observers have also noted 
rapid increase in the number of Нопрко * 
proprietary interests in West Coast banks 
and agencies. Since 1980, no less than s 
Hongkong agencies have opened in | 
Francisco, and Hongkong operato: 
invested in several California. ban 

























. Not so trustworthy 


3 = = TEES === 
COMPANIES 


A pillar of Australia’s financial establishment caves in, 
bringing the possibility of legislative changes 


By Brian Robins 

Sydney: The collapse of Australia’s old- 
est trustee company, Trustees Executors 
and Agency Co. (TEA), now in provisional 
liquidation, is likely to lead to far-reaching 
changes in legislation governing such 
firms. Private trustee companies were 
formed in the 19th century to compete 
with the public trustee offices and TEA is 
the first one to collapse. 

Apart from acting as trustee for the pri- 
vate estates of deceased persons, such 
companies also act as corporate trustees 
for unit trusts among other functions. In 
recent years they have diversified into tak- 
ing public deposits and investing them in 
assets such as property. Unlike banks and 
other deposit-taking institutions they are 
not restricted on the amount of such depo- 
sits they may take in relation to their capi- 
tal base. 

However, the collapse of TEA, with 
debts of approximately А$150 million 
(US$132.7 million) is likely to lead to pru- 
dential requirements being imposed on 
such groups, so as to bring their opera- 
tions further into line with those of other 
financial corporations. 


FAR EASTERN lll ECONOMIC 


The Far Eastern Economic Review is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index Is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 
tool, the Review index will save hours of 


needless searching for. information. 


ORDER YOURS TODAY! Only 
HK$130 (US$20) for 4 quarterly issues. 
Jüst complete the coupon below and 
send with your payment. 


The Circulation Department, 

Far Eastern Economic Review, 

GPO Box 160. Hongkong. 

Please send my order for the Far Eastern 
Economic Review QUARTERLY INDEX / en- 
t/ose HK$130 (or its equivalent in local currency) 
i payment 

Name 

Addre$s 





The first indication of the problems fac- 
ing TEA surfaced in March, when the com- 
pany disclosed that it had lost A$416,000 
in the six months to December 31, 1982. 
Further property write-offs of A$540,000 
and other losses resulted in a : 
final loss of А$1.1 million 
being registered for the half. 
The group's last balance- 
sheet, for the year to June 30, 
1982, showed a dramatic 
growth in both deposits at call 
and short-term deposits over 
the past five years, highlight- 
ing the way the management 
had sought to broaden the fi- 
nancial operations of the 
company. 

A key factor in the colla 
is an involvement in à AS40 
million property develop- 
ment at Circular Quay, Syd- 
ney, where TEA was involved 
with some private investors in 
developing a prime site for re- 
sidential ^ accommodation. 
Recently, Tan Sri Lim Goh 
Tong. the principal behind 
the Genting group of 
Malaysia, is believed to have 
visited the site of the Sydney 
development, though whe- 
ther any definite offer has 
been made to the receivers of 
the failed company is not 
known. 

Following the collapse of 
TEA, a number of other trustee companies 
have made offers to the receivers to ac- 
quire its trustee business, though liquida- 
tion proceedings could prevent this. 

As well as trustee companies, a number 
of other groups such as a life assurance 
company (National Mutual Life) and a 
bank (believed to be the ANZ banking 
group) have expressed interest in buying 
the trustee activities of TEA, since this is a 
rare opportunity for groups outside the 
trustee business to buy in. The expected 
price of the sale is unknown, with most in- 
tending bidders concentrating not so 
much on the price to be offered but more 
on giving undertakings to meet all com- 
mitments stemming from the trustee busi- 
ness. 

Since TEA collapsed, it has already lost 
some of its corporate trustee business, 
which may leave only the traditional es- 
tate trustees to be sold. TEA had tradi- 
tional estates management  totalling 
around A$500 million and corporate trus- 
teeship of a further A$1.8 billion. The 
beneficiaries of the A$37 million estate of 
the late Sir Keith Murdoch (father of 
media magnate Rupert Murdoch) have 


| taken legal steps 
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o have TEA removed as 
trustee of the estate, and further moves 
along this line are expected. 

The board of TEA was a blue-chip one, 
with the chairman, Sir Alex Ogilvie, a di- 
rector of BHP, Repco and Hill Samuel 
Australia, among others. Other directors 
are on the boards of Westpac Banking 
Corp., Bulkships and Email. The respon- 
sibilities of such directors are likely to 
come under questioning, given the fact 
that the company collapsed, and that TEA 
was allowed to fall into the old trap of bor- 
rowing short to lend long. 

Owing to a quirk of legislation, the trus- 
tee Companies could operate as deposit- 


Lim: was an offer made? 


taking groups without having to lodge a 
prospectus with the relevant authorities. 

At the time of its collapse, TEA had a 
paid-up capital of only A$2.1 million and 
net worth of A$16.2 million on which it 
was supporting borrowings of A$140 mil- 
lion — A$133.4 million of them short 
term. 

The collapse of TEA was all the more 
surprising given that it followed assur- 
ances from the Victoria state government 
— the trustee industry is governed by indi- 
vidual states — on the financial security of 
the company. The company's chief execu- 
tive too had said in April that its risk expo- 
sure had not been heightened through its 
property investments. A primary task of 
the liquidators now will be to dispose of 
that property. 

Federal Attorney-General Gareth 
Evans recently circulated draft legislation 
which would enable trustee companies to 
operate unit trusts among members of the 
industry, thus spreading risk exposure. 
But this comes too late for TEA. Recently 
introduced companies legislation could 
meanwhile allow legal action against the 
firms’ directors. 
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Mitsubishi shipyard: sales are sinking. 


Mitsubishi inches up 


Mitsubishi Heavy Industries, Japan's 
largest heavy-machinery manufacturer, 
has reported a net profit of ¥ 12.9 billion 
(US$55 million) for the year ended 
March 31, representing an increase of 
2.4% over the previous period's record, 
despite a 2.5% decline in unconsolidated 
sales to Y 1.64 trillion. Operating income 
grew by 51% owing to the inclusion of 
profitable vessel sales in the total for the 
period (orders for such vessels had been 
received earlier). However, losses due 
to the fall in the yen's exchange rate, cou- 
pled with interest payments of ¥7.7 bil- 


lion, pulled the company's net profit down. 

Sales of chemical plant rose 79.8%, 
mainly due to a 130% expansion in ex- 
ports such as a methanol plant to Saudi 
Arabia. The aircraft business was also 
high but sales of ships, power plant and 
heavy machinery were down. The value 
of orders received during the period 
shrank by about #70 billion. The com- 
pany predicts total sales of ¥1.8 trillion 
for the current term on expectations of 
new orders for chemical plant, power 
plant and machinery. Dividend was un- 
changed at #4, —KAZUMIMIYAZAWA 





A shrinking Shell 


Petroleum group Shell Australia posted 
a 5% profit fall to A$27.6 million 
(US$24 million) in the year to Dec. 31, 
1982, from the previous A$29.7 million. 
The reduced profit reflected a fall in de- 
mand for oil products and heavy invest- 
ment in the resources sector, leading to a 
sharp rise in interest charges. The profit 
was earned on a 14% rise in group re- 
venue to A$2.9 billion, from A$2.58 bil- 
lion previously. The tax provision rose to 
A$52.4 million (previously A$39.7 mil- 
lion) while the depreciation provision 
was boosted to A$92 million (A$79.2 
million). Interest charges jumped to 
A$141 million (A$69.3 million) and of 
this, A$32.3 million was capitalised. 
During the year, Shell's sales volume 
rose by 2% compared with an increase in 
total petroleum-products demand of 
1.796. — BRIAN ROBINS 


Manila's debts hurt 


Philippine Airlines registered an operat- 
ing income of P106.5 million (US$1.1 
million) for 1982, but loan-interest pay- 
ments of P517.7 million pushed the na- 
tional flag carrier into the red by P234 
million. The. performance, however, is 
regarded as an improvement: in 1981 net 
loss was P595 million. Both chairman 
Eduardo Romualdez and president 
Ramon Cruz are cautiously optimistic 
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about earnings prospects for 1983. 
Despite the slow-moving tourist traf- 
fic, Midland Plaza Hotel registered a 
gross revenue of P9 million in 1982, 
which was 20% more than that in 1981. 
Yet it incurred a net loss of P4 million as 
the gross was wiped out by interest pay- 
ments of P4 million and higher operat- 
ing costs, The same thing happened to 
Manila Mandarin. Gross revenue rose 
by 12% to P 112.4 million, but with P41 
million going to debt charges and as 
operating costs increased, it lost P16 

million net in the year under review. 
— LEO GONZAGA 


Bank's profits down 


The National Commercial Banking 
Corp. of Australia has reported a 6.8% 
profit fall to A$75.8 million (US$66 mil- 
lion) for the six months to March 31. The 
previous profit was ASSI.3 million. 
Earnings of the group's banking division 
slipped by 2.1% to A$62.3 million, and 
its finance company affiliates also posted 
lower income — the profit of Custom 
Credit Corp. fell 11% to A$11.3 million, 
while that of Commercial and General 
Credits fell 80% to only A$860,000 (pre- 
viously A$4.3 million). The one bright 
spot was its insurance division. which 
posted higher profits. 

Group revenue for the half rose 22% 
to A$1.37 billion, up from A$1.12 bil- 
lion, while interest charges rose 34% to 


A%$842,8 million, well up from. the 
former level of A$629 million. A. steady 
interim payout of 11 A cents a sh. are has 
been declared. — A CORRESPONDENT 


North BH leaps high 


Reflecting solid profit contributions 
frorn newly acquired Associated Pulp 
and Paper Mills (APPM), Australian 
mining company North Broken Hill 
Holdings earned a net profit of A$1:3. !2 
million (5811.4 million) in the nine 
months to March 31, representing a 7:5% 
growth from the A$7.5 million earned in 
the earlier corresponding period. Tihe 
bulk of the profit earned came froim 
APPM. At the pre-tax level, APPM coni- 
tributed A$9.4 million, while North 
BH's mining operations earned A$4 mil. 
lion pre-tax. 

Reflecting the cost of acquisition of 
APPM. North BH's interest bill rose to 
A$11.6 million (previously А$2.7 mil- 
lion). Investment income for the period 
fell to A$5.5 million, down from A$10.9 
million previously. — BRIAN ROBINS 


ACI ceiling falls 


Australian building materials group ACI 
International continued to be buffeted 
by the recession, posting a 67% profit 
fall to A$20.9 million (US$18.2 million) 
for the year to March 31, from A$63.8 
million earned in the previous year. Group 
revenue rose 10% to ASI.8 billion, from 
A$1.64 billion. A big factor in the poor 
profit was ar increase in interest charges 
to A$71.4 million, compared with the 
previous year's A$37.9 million. Pre-tax 
profits fell 6195 to A$57.5 million from 
A$148 milliora, while the tax provision 
was A$24 million, down from A$64.8 
million previously. Extraordinary pro- 
fitsof A$12.5 million were brought to ac- 
count. A steady 15 A cents a share in- 
terim dividend has been declared, which 
will be partly fun ded by dipping into re- 
serves. — A CORRESPONDENT 


ANZ hits century mark 


Higher offshore earnings helped Austra- 
lian and New Zealand Banking Group 


boost its net profit for the six months to - 


March 31 to A$100.3 million (US$87.2 
million), a 12.5% rise from the previous 


profit of A$89.1 million. The higher pro- : 


fit was earned on group revenue which 
rose to A$1.52 billion, from A$1.28 bil-. 
lion. Pre-tax profit rose 17% to A$187.6 
million (from A$160 million) while the 
tax bill increased 23% to A$83.5 million 
(previously A$68 million). y 

Interest paid during the half rose 2295 
to A$1.6 billion, from A$1.3 billion pre- 
viously. The depreciation provision rose 
to A$17.2 million, from: A$12.5 million 
previously. Earnings per share for the 
half rose to 47.5 A cents, from 42.7 
cents, and a steady interim dividend of 
14 cents a share has been declared. 


— BRIAN ROBINS | . 
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chnology blue chips. along with speculative 
euticals met with buying support. Brokers 
dividual investors kept close tabs on the move- 
f Wall Street and the yen, two major influenc- 
f actors in the previous period. The boost in share 
ces was thinly supported, and many investors 
se to sit on the sideline few selected stocks 
were bought on 

4-Dow "Jones 

erage closed at 8,622.35 up 93.71 points on the 
eriod in sluggish to moderate | yer, 


[ AUSTRALIA: The Australian AH Ordinaries Index 
sup 15.1 асое at its closing 614.8 , but trading in 
the period's last two days was decidedly easier, after 
аве index peaked at 619.9 points on May 26. The fluc- 
uations on Wail Street kept local prices under pres- 
ureas the week wore on, though the market's ability 
above the 600-point level was construed as 
ndamental strength. Demand has been restricted 
Xblue«chip stocks such as BHP and CSR, where 
here was strong offshore buying. Pressure was taken 
ff BHP's share price by. the arinouncement of a 
A$95 million (US$83 million) share placement, but 
ncern over the financing of its "Utah acquisition has 





























































rong buying interest con- 
:d towards the end by 
1 | e't Challenge’s Tasman 
nt mill and rumours that the government 
vithdraw or reduce the interest rate on its 
wi Savings Stock, which ‘has attracted. massive 
ms. A fall in interest rates. is expected to follow. 
Market sentiment was also- boosted by hopes for ac- 
lerated economie activity following announcement 
good external trade figures backed by forecasts of 
stantial improvements in di external deficit. 


HONGKONG: Sentiment ‘remained depressed, 


hough prices managed to recover a little from the 
immediate: sell-off follcewing. the unexpected an- 
jouncément of a two-percentage-point increase in 
‘prime lending rate on Мау 20:which:still did not pre- 
; vent. the ‘Hongkong dolar from. remaining. weak. 
. Brokers. say that as lonj! as this weakness continues, 
there is unlikely to be any significant rally in prices. 
; Inste + most predict «a continued slide in dull trad- 
ing. The ‘Hang Seng Index closed at 903.18, up 0.47 of 
point on the period: after buius fallen as low as 
877.68 оп May 24. 


SINGAPORE: After the selling spree on May 23, 


market recovered] as the Kuala Lumpur: Stock Ex- 
= ange ' déniéd reports that it was planning to curb ex- 
cessive ‘speculation on the Malaysian market. 
Eraser’s, Industrial Index closed on May 30 at 
5,466.83 points, a gain of 179.76 and reversing the 
previous period's downward trend. The average 
"turnover in the four days of trading -— May 27 маза 
public holiday — arrounted to 15.67 million shares as. 
against 12.94 million during the prey us period 
























































XED sentiments ruled. Asian. stoc kmarkets i in the period to May 30, though most market 
icato'rs pointed slightly upwards diespite listless price fluctuations. Wall Street, where the 
ent b ull run appears to be losing steam, remained a factor in local exchanges. Notable per- 
rs; were Tokyo, though price rnark-ups got little buying support; Australia, which still 
| slight gains after a late retreat, and New gemma, where investors took confidence 


| received on May. 23, the Malaysian market reco- 


| stitutional lenders. Daily trading volume dropped to 














KUALA LUMPUR: After the. severe acubbing it 


vered, with Frasers Industrial Index closing at 
3.407: З0оп Мау 30, а slight rise of 58:93 points from 
the previous close. Brokers and investors seem to 
have been swayed by the assurances from the;ex- 
change authorities that market forces will not be cur- 










tailed. The daily average turnover amounted to 8.96 | лтан A dis or 
million units. Trading interest was largely confined to | AmpoiPenoeum em 16. 4 
second-linets, with prices іп most sectors closing | ee had ls Me . ui ‘a 
mixed, Australian Guarantee Ceo оз, S 
АРМ тев 0453 в 

BANGKOK: Stock prices weakened amid sluggish ое а an. m5 
demand brought about by fears that thé money sup- | бәтен ый i M 
ply might show some tightness in the coming weeks | эмм» TS 
due to the traditional mid-year clearing of bank.ac- | BvnsPwe -42 в 
counts aiid the deadline for corporations to remit cor- | C веет ME 
porate taxes. The market opened weak and a late | coesau 304 6 
rally was not sufficient to recover the initial losses. | Сотасо ee 
Average daily turnover amounted to Baht 24.4 mil- | puniopausvana 35 1 
lion (О5$1. million). The Book Club Index inched | tme. A d 
up by 0.04 of a point to close at 123.07. V Hades > 54 е 
Herald & Weekly Times i 8 

MANILA: Volume expanded. to 712 million shares dei P MEA 
mainly due to brisk activity in Small-board mines like | ммнош ~ 43 003 
Butuan, Carmen Mindanao and Omico. Value, how- | wussten Oe 
ever, contracted to P37.4 million (US$3.7 million). | Nomercnen sit” 4 d 
despite big single negotiated deals of P6 million | PC о соте сув ¢ 
` worth of Bank of the Philippine Islands shares and | santos 653 4129 1 
P4.6 million worth of Philodrill shares. Positioning | тен s tp t 
took place in blue-chip miners Atlas, Lepanto and | westernmoing 44. ABB t 
Philex, büt price advances were not sustained as trad- Modi A at А 






ers and investors remained sensitive to copper and 
gold news overseas. Ori balance, gains were the rule . 
in commercial-industrials, where the lead issues were 
brewer San Miguel and communications firm Globe 
Mackay. Oils were a slow trade in a mixed- -price set: T 
ting. 


, Hang Seng Index 








TAIPEI: Long overdue for a correction, the market. | - 
met stiff resistance in the early period asthe weighted 
price index advanced towards the 700 level. Selling 
pressure then increased as the average weighted 
price index closed the period at 653.53, down 5.05%. 





Associated Hotels 11. 
News of alleged improper lending activities by one of | лавка i SB, 20.0 0 
Taiwan's largest credit cooperatives spurred the de- | ^*^ VM A 
cline at the end of the period. The average volume | Cheungkong 735; 45^ 9. 
traded amounted to NT$1.42 billion (US$35.6 mil- | Cete" BO MS, 4 
М : Н Соме LIED 
lion). Е E. Consortium 06 00... 8. 
f E Hotels 0.93 att 9. 
г First Pac. Holds, ^ 550 +18 4. 


SEOUL: The market stayed bearish despite a small ~ 
gain in the composite index which closed 1.07 points. | 
up at 125.79: Trading remained slow and money con- 
tinued to flow out of the market. Analysts said the 
government's decision to tighten up liquidity was en- 
livening the kerb market, where the interest rate is 
currently around 30% a year as against 10% by in- 














Grand Marine Suspended ie 





an average of 6.4 million shares; about half the aver- 
age weekly level so far this year. Electronics, machin- 
егу and construction shares gained modestly, Dong» 
“аһ Concrete stocks rose. Won 125 (16.5. US cents) 
during the period to hit Won 1,030 a share. 
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May30 “change Ре 


Yen on week 
824 +11 
-20 
-54 
-07 
+12 
+64 
+07 
-09 
+11 
+70 
+50 
-40 
+28 


ratio 
33.6 
155 
839 
49.4 


Lion Breweries 

NZ Forest Products 
NZ Dua Gas 

NZ South British 
нген ^ 

UES indusires 
Waitaki NZR 
Watte 


793.00 
806.10 
815.11 
818.87 
817.04 
+3.52% 
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aa C me Sandy," said the little old 

Englishwoman from Cumbria, 
“though my real name is Constance and I 
actually come from Colombo. Why am I in 
Paro? Well, because of Padma Sambhava, 
of course. I'm a great follower of Padma, 
you see, dear." It was a bewildering start 
to an even more bewildering event: the 
five-day Paro Tsechu, a religious festival 
held each spring in honour of Padma 
Sambhava, who brought Buddhism to 
Bhutan at the beginning of the ninth cen- 
tury and is the most revered religious fig- 
ure in the country after the Buddha him- 
self. 

Seventy-eight-year-old Sandy's pilgrim- 
age to Bhutan is one of the more unusual 
results of the gradual opening up of the 
country to tourists. Most of the foreigners 
at Paro were combining the festival with a 
sightseeing tour of the nearby capital, 
Thimphu, and the ancient castle-like 
dzongs, administrative and religious 
centres in the region. 

Few of us — apart from devout Buddh- 
ists such as Sandy and Himalayan experts 
such as Heinrich Harrer, who was also at 
Paro this year to make West Germany’s 
first TV documentary on Bhutan — could 
hope to grasp the complexities of the festi- 
val’s esoteric dances in which glorious, sil- 
ken-robed or bizarre, animal-masked 
monks “painted mandalas with their feet 
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and drew mudras with their hands” in a 
trance-like state. But the magic and 
mystery of the sight undoubtedly coloured 
our impressions of the country, leaving a 
memory of something other-worldly, be- 
wildering, out of reach. 

And that, probably, is exactly the im- 
pression the tourism officials would like to 
maintain. Ever since this landlocked 
Himalayan kingdom began to come out of 
its self-imposed isolation some 20 years 
ago, it has shown extreme caution in its 
modernisation plans and in its tourism 
development. Even today, there is a strict 
limit of about 2,000 tourists a year (ex- 
pected to increase by 5-10% annually) and 
a formidable financial barrier for foreig- 
ners of US$130 per day in high season and 
US$90 per day in low season for all-inclu- 
sive tours. For the Paro Tsechu, there is a 
special fee of US$150 per day. 

But the cost does not seem to have less- 
ened the demand, especially for the Paro 
festival. Facilities were stretched to their 
limit this year as many groups of tourists 
from West Germany, France, the United 
States and Japan swarmed into Paro Val- 
ley, considered the most beautiful of all 
Bhutan's valleys. 

The one government hotel in the region 
— the Olathang — was forced to accom- 
modate three or more to a room. Half-a- 
dozen groups — and the solitary Sandy — 








were offered tented accommodation on a 
spectacular site opposite the famed cliff- 
hanging Taktsang monastery. That 
pleased Sandy — Padma Sambhava is said 
to have flown here from Tibet on the back 
of a tiger, hence the popular name for the 
monastery of Tiger's Nest. “I wonder how 
he did it,” mused Sandy, as she sipped her 
Bhutan Mist (the local whisky) and con- 
templated the moonlit monastery. 


$: musings апа mesmerised ассер- 
tance of legends come naturally in Bhu- 
tan. There are several tales of dzongs and 
gompas (temples) being built in a miracul- 
ously short time with the help of spirits at 
night; there is the mystery of Bhutan's 
iron-chain suspension bridges (still a puz- 
zle to today's engineers) which are attri- 


| buted to the great 14th-century Tibetan 


saint, Thangtong Gyalpo; and there is the 
magic of mandalas, their execution a 
closely guarded secret among the 
lamas. 
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The ATR-42 offers an early profit. In route 


studies of aerodynamics, structures, and 


studies made for more than 20 regional 
airlines in the U.S., the break-even point has 
ranged between 10 and 17 with an average 
of 14 — a load factor of only 30%. 

The ATR-42's low break-even point 


means that, for very little more than the cost _ 


of a smaller airplane (about the cost of one 
seat), you will have an airliner you can grow 
into during the months and years ahead. 
Reasons for the ATR-42's low break-even 
point include its speed of 276 kts and its low 
fuel consumption — only 1,005 pounds for 
200 nautical miles. These performance 
benefits, confirmed by extensive laboratory 
and wind-tunnel testing, are produced by 
the ATR-42's new Pratt & Whitney 120 
turboprop engines, flat-rated at 1800 SHP, 
and by an advanced airfoil and airframe 
created out of our ongoing computer 


light, composite materials. 

Another economic benefit is the MSG3 
maintenance program. We are applying to 
the ATR-42 the same life-cycle maintenance 
program being utilized for the Airbus A310 
and the Boeing family of new jet transports. 

The ATR-42 is the inspired brainchild of 
Aerospatiale and Aeritalia, two 
distinguished parents who possess 
unmatched experience in every aspect of 
advanced aerospace technology, design, 
and production. No wonder the ATR-42 is 
acknowledged as the world’s most 
advanced regional airliner. 

Let us make an economic study for you. 
When you see the results, we think you'll find 
that the ATR-42 is exactly what we claim it is. 


The Front Runner 


But the secrecy that isolation has given 
Druk Yul, the Land of the Thunder Dra- 
gon, is now diminishing as tourists are in- 
vited to venture further inland on moun- 
taineering, hiking, rafting and trekking 
tours — the Tourism Commercial Organi- 
sation's most recent diversification of at- 
tractions in a bid to relieve pressure from 
popular events such as the Paro Tsechu. 
Together with the inauguration of direct 
flights from Calcutta to Paro in February 
this year by Bhutan’s first airline service, 
Druk Air, these “adventure tours” signal 
the most dramatic develop- 
ment in Bhutan’s tourism 
growth since the first group 
of about 300 foreigners 
were invited to the pre- 
sent king’s coronation in 
1974. 

Now, at last, foreigners 
can once again experience 
the grandeur and variety of 
the kingdom as Claude 
White, Political Agent for 
Sikkim, Bhutan and Tibe- 
tan Affairs, was able to do 
in 1905 on one of the eight 
British missions that visited 
Bhutan during the period 
1774-1907. “Every varia- 
tion was to be found,” he 
wrote, “from arctic to sub- 
tropical, with scenery un- 
paralleled in the world for 
magnificence and grandeur 
and the brightness and soft- 
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ness of its colouring, 
the bold, snowclad 
and desolate ex- 
panses contrasting 
sharply with the rich 
and luxuriant vege- 
table of the deep- 
cut valleys close at 
hand.” 
Geographical 
features in the 
18,000 - sq. - mile 
kingdom have, of 


а 


Buddha tanka: pilgrims and tourists 


course, changed lit- 
Пе. But changes 
that Bhutan has 
been forced to make 
since the closing of 
its border with Tibet 
in 1960 and thus the 
severing of one of 
its most important 
trade routes come 
as something of a 
shock to visitors ex- 
pecting Druk Yul to 











be, as it was once called, 
the “Lotus Garden of the 


Gods." The first road, 
from Phuntsholing, near 
the Indian border, to Paro 


and Thimphu in the central 
highlands, was begun in 
1960. Today, about 1,550 
kms of “highways” and 
arterial roads cross Bhu- 
tan. With the country's 
lack of manpower (most of 
the 1.2 million population 


are engaged in agricul- 
ture), labour has been im- 
ported from neighbour- 
ing countries, especial- 
ly Nepal, to maintain 
and continue the road- 
works. 


On a journey to Punakha 
Dzong, the ancient capital 
of Bhutan (“esteemed by 
the natives," wrote Samuel 
Davis, a draftsman on the 1783 British 
mission, “as a masterpiece of magnifi- 
cence and strength"), one meets the dis- 
turbing and unexpected clash between 
Bhutan's magnificent scenery and aspects 
of modernisation. 

The road takes you up and up, to the 
10,218-ft Dochu La Pass, where chortens 
touch the sky and prayer flags drape the 
trees. Down the snow-patched hillsides 
bright flashes of red rhododendron catch 
the eye, crimson alpine flowers grace the 
roadside, lupins and lotus-like white mag- 
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nolia burst against a backdrop of firs and 
pines. 

Down and down the road curves, into 
valleys of terraced rice paddies, wheat and 
mustard fields and patches of prayer flags. 


And just as you begin to think that this is 

PHILIPPINE PLAZA the Lotus Garden of the Gods, you come 
to a road-mending scene, Hot tubs of 

, | х О | ы black tar steam by the roadside; women 

40 % H with babies on their backs bend over fires; 


children crouch by younger women as 
a Å they sit, smoking; men, black-faced, join 
the women in raking the tar over the 
roads. A journey from heaven to hell, in- 


The Midyear Bonus is Back! deed. 
June 1-September 30, 1983 


ary of the example of neighbouring 
Sikkim, the Bhutanese keep close 
watch over the influx of Nepalese work- 
ers, just as they keep close watch over the 


The Philippine Plaza brings back 


the Midyear Bonus, now on its growth of y in the light of Nepal's 

; ! experience. But wary, too, of its great 

4th fantastic ae TUS off on northern neighbour, China, Bhutan has 

published room rates! inevitably become more and more reliant 

ч on India’s help for manpower, technical 

A one-of-a-kind offer from the expertise and funds to give it the facilities 
one-of-a-kind hotel. Come, share for both progress and defence. 


The success of the country’s first five- 


in this great Westin tradition, year plan (1961-66) and subsequent plans 


has depended largely on the regular flow 

Y of funds from India and upon the avail- 
ability of Indian technical personnel. A 

WESTIN HOTELS significant indication of this relationship is 


"m . the Chhukha hydroelectric project, be- 
Philippine Plaza tween Phuntsholing and Thimphu. Ex- 


pected to be completed within the next 


Manila’s only seaside resort. few years, and to have an ultimate poten- 

; PII : х tial of around 800 mws, this dam is being 

* Subject to availability. Not applicable to previously built with largely Indian labour and funds 

confirmed group rates. and will supply electricity not only within 

For reservations, call your Travel Agent, the country but to adjacent areas of India 
the Westin Hotel in your city or Philippine Plaza aswell, ——— ^ n 

832-0701. Cable: PHILPLAZA. Telex: 40443 But India's influence is evident not only 

FILPLAZA. here. Desperately trying to establish a 


firm comprehensive education system 
throughout the country, Bhutan has wel- 
comed the easy supply of Indian teachers 
in its schools. Although they may well be 
largely responsible for the high standard 
of English that is spoken in the country, 
there are already fears of the long-term ef- 
fects of such a "foreign" influence. For 
Bhutan is determined to try to maintain 
its cultural heritage and its unique iden- 
tity; that much is obvious in its cautious 
approach to tourism. The fear of losing 
this, whether through subtle foreign influ- 
ences or the more drastic, horrifying pos- 
sibility of a foreign incursion, is undermin- 
ing Bhutan's historic beauty, its magic and 
mystery. 

Along the roads one sees huge, empty 
cemented areas — resting points for army 
convoys; along Bhutan's southern border 
is a string of Indian army camps; in con- 
versations one hears worried references to 
Indians in high government positions. The 
tightrope Bhutan is walking between de- 
pendence on India for modernisation and 
defence, and independence for its cultural 
integrity, is being pulled very taut. 

It is almost a relief to return to Paro and 
К its mesmeric religious dances, a spectacu- 
“Philippine Plaza’s Midyear Bonus has me back again!’ lar expression of the county Tante 
Buddhist faith. Here, at least, one feels 
there can be no intrusion, no change. 

— JULIA WILKINSON 
JUNE 9, 1983 ө FAR EASTERN ECONOMIC REVIEW 
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Action, not words 


I cannot see that mere 
repetition of what 
each successive gov- 


ernment of the 
Malaysian state of 
NS Sabah has claimed to 


j S be doing in its deve- 
C SABAH lopment efforts will 
со ТН help to strengthen ап 


economy otherwise 
known to be fragile 
This is particularly true of the Berjaya 
government's claim [Letters, REVIEW, 
May 19] which, when stripped of its 
rhetoric, shows all too clearly its own 
weaknesses. After all, the Sabah Founda- 
tion and the Sabah Land Development 
Board were with us long before the pre- 
sent government came into office in 1976 

There is no reason to believe industriali 
sation will prove to be an "Open Sesame" 
for the Sabah people, more than 90% ої 
whom, we were told by Deputy Prime 
Minister Datuk Musa Hitam, are living 
below the poverty line. At least one effort 
in this direction is a fiasco, namely the 
Sabah Shipping and Engineering Yard at 
Labuan. Efforts to keep it afloat include a 
decree requiring all shipowners to send 
their ships there at least once a year for 
what may simply be described as check 
ing. As with all attempts at industrialisa- 
tion at the local level, including the notori 
ous motor-assembly plant, millions of dol 
lars have gone down the drain 

This, of course, is due among other 
things to bad management, or simplv to 
the lack of it. This has been admitted by 
the government. Nearly every other day, 
we read in the newspapers that the work of 
the various statutory bodies is in a sham 
bles: either they are afflicted by corrup- 
tion or have accumulated huge debts — or 
both. The litany of woes goes on. Lending 
agencies, such as the Sabah Economic 
Development Corp. and the Bumiputra 
Loan Unit, have given out loans so 
haphazardly that they now face grave 
problems in recovering them 

No country, however strong its econ- 
omy, can take the strain of the sort of 
spending and waste that we have seen 
And no amount of scraping of the bottom 
of the treasury barrel, such as the imposi- 
tion of heavier taxes at the local-authority 
level, can help to restore equilibrium 
First of all, we must stop running the state 
government as one runs a private limited 
company 
Kota Kinabalu ANNUAR YUSUI 





In perspective 


In your article on Philippine National 
Development Fund (NDF) certificates 
[REvIEW, Apr. 21] you express concern 
regarding "the government's trend to 
move increasingly into traditional private- 
sector activities." To put the NDF certifi 
cates in the proper perspective, I wish to 
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Every guest will have a 
lar view of The River of Kings 
at the new Royal Orchid. 


It's the river thai carried the Kings 
of Thailand in their golden barges to 
and from the old capital of Ayuthaya 
Nowadays streams of heavily laden 
rice barges ply down-river from the 
Central Provinces. Longtailed water 
buses scud past in showers of spray 
And in the evening it reflects one of 
the grandest sunsets in all of Asia. 

And the room that overlooks this 
view will have every comfort and 
convenience a deluxe hotel can offer 
A marble bathroom. a plentifully 
stocked bar. a selection of in-house 


video movies and something unique 
to the Royal Orchid, a specially 
designed business area that gives you 
room to work as well as relax. 

The Royal Orchid will have ten 
restaurants and bars, including river 
terrace dining, catering to every taste 
from traditional English roasts to 
speciality Japanese cuisine. Leisure 
time can be enjoyed by the pool. 
trimming down in the ultra-modern 
health club or souvenir hunting in 
The Royal Orchid's extensive shopping 
arcade 
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The Royal Orchid 


A member of Mandarin International Hoteis Limited 
For reservations at The Royal Orchid. Bangkok please call 
the nearest office of HRI. The Leading Hotels of the World 
your travel agent, the hotel direct at 233-6120/9, telex 84491/2 ROYORCH TH 
or any other Mandarin International hotel 
In Association with Thai Airways International 











state clearly that since the National Deve- 
lopment Co. (NDC) acts essentially as a 
catalyst for development, it is our funda- 
mental policy that once a project has 
proven itself viable, we will sell our own- 
ership shares to the private sector. We 
adhere to this policy strictly. 

The NDF will permit small individual 
investors to participate in NDC projects, 
but only after they have been proven via- 
ble. The fact that some investors will own 
a share of our projects through the NDF 
will not in any way alter NDC’s policy of 
selling the rest of our holdings to the pri- 

vate sector. In fact, since the buyers of 
МОС major shareholdings іп a company 
are likely to be substantial investor 
groups, the NDF certificates actually pro- 
vide a vehicle which can permit the small 
investor to participate in investments 
which would normally not be available to 
them. We trust this clarifies the relation- 
ship of the NDF certificates with NDC's 
policy of divestment. ANTONIO CARPIO 


General Manager 
Manila National Development Co 


Clearing the cobwebs 


Your cover story on 
the Philippines 
[REviEw, June 9] 
stands out as a tapes- 
try of presumptions, 
odious comparisons 
and condescending 
conclusions woven 
with much colour and 
imagination but with 
little truth, Your arti- 
cle seems to follow the current journalistic 
fad among some sectors of the foreign 
media to fan intrigues within the Philip- 
pine Government and its leadership, and 
to look into the dark corners for cobwebs 
of conflict between the so-called technoc- 
rats and the politicians. This has already 
been denounced as the lowest form of yel- 
low journalism by no less than our own 
president 

The article is particularly galling be- 
cause, in the absence of solid, unassailable 
facts, you chose to fall back on the much 
discredited journalistic camouflage of 
quoting unidentified observers and other 
shadowy sources who merely articulate 
the prejudices of your own writers. Ignor- 
ance on a few basic facts is quite glaring. 

For example, you make it appear as if 
the country’s nationwide livelihood move- 
ment is the project of one ministry alone 
when it is actually the centrepiece of the 
national development programme involv- 
ing all ministries and agencies of the gov- 
ernment. You also speak of the supposed 

“political appeal” of the economic propos- 
als of the opposition when close and care- 
ful reading will show that these sugges- 
tions are nothing more than a clumsy re- 
hash of most of the administration's con- 
tinuing economic programmes. 

Your reference to cronyism as one of 
the alleged evils in the country is another 
worn-out and baseless allegation which 
self-proclaimed experts on the Philippines 
love to bandy about. You mention Dewey 
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C-Eenergy technologyat work around the world. 


1. Engineering, construction and 
project management services for 
the petroleum, petrochemical, 
alternative fuel and other pro- 
cess industries. 

2. Fossil-fueled and nuclear 
steam supply systems and ser- 
vices for electric utilities and in- 
dustrial steam generating plants. 


3. Industrial materials and re- 
fractory products for steel, alumi- 
num and other metal industries, 
and automated equipment for 
metal casting. 


4. Equipment, products and 
services for onshore and offshore 
oil and gas exploration, produc- 
tion and production processing. 
5. Equipment, systems and 
services for electric utilities, 
pulp and paper and other pro- 
cess industries, and resource 
recovery systems. 

No other company has 
C-E's broad range of capabilities 
to help make the most effective 
use of the world's energy re- 
sources. For more information, 








including a listing of our offices 
around the world, write: 
Combustion Engineering, Inc., 
Dept. 7004-265, 900 Long 
Ridge Rd., P.O. Box 9308, 
Stamford, CT, USA 06904. 


! COMBUSTION 
ENGINEERING 


Energy Technology. Worldwide. 


Mellon means world class 
telecommunications. 

























y 
to mention the fact that he was neither a 
- friend of, nor even known personally to, 
the president. Some of the individuals you 
mention were thriving businessmen 
even before the president was elected. 
We will be the last to deny that the 
Philippines ha& not been spared: the 
economic problems, caused by © the 
worldwide recession. However, we can- 
' not allow the many distortion: and fabri- 
cations in your article to remain unchal- 
lenged, and we feel compelled to register 
our protest in the same manner that a 
number of our compatriots legally ques- 
‘tioned your repor (year about a 
memorable massa hever- took 
place. G 10 S. CENDANA 
Manila Information 


What's new? 


In. the article Fot 
(REVIEW, Mar. 17), у 
has introduced an i 
into communiques o 
change of diplomat ns... first in- 
` serted into a joint co ique in bre 
when China established links with . . . An- 
gola." 
No matter how it is translated, the rec- 
"ognition of the Peking government as “the 
: sole legal government. representing the 
entire Chinese people" has in fact been a 
» commonplace expression in Chinese bilat- 
eral instruments for some time. It ap- 
< peared when diplomatic relations were es- 
tablished between China and countries 
< such as Sao Tome and Principe, Comoros 
апа Botswana in 1975, Seychelles in 1976, 
and so on. 
Dakar. Senegal 
































ng new phrase 
gnition and ex- 
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Character assassination 


"The argument proposed Бу N. B. 
Krishnan, your latterday Lytton Strachey 
[The 5th Column, REVIEW, May 26], 
sounds less than convincing. He might 
have reflected that while the words and ac- 
tions of Mahatma Gandhi that he lists out 
of context and without quoting sources 
make the millions who continue to admire 
Gandhi today appear uninformed and 

; naive, the journalist's skill cannot so easily 

.' dismiss Gandhi's recorded achievement in 

“history or the rich humanity and spiritual 

_ insight in his published writing. 

.. It is probable that Krishnan's article will 

“be only one of many with the same preten- 

“sions, perhaps not surprising at a time 

when in the face of the increasing certainty 

of nuclear annihilation the resurgence of 
Gandhi's ideals can only be seen as an af- 
front by those who continue to believe 

"their own economic self-fulfilment to be 

е ultimate good. 
Canberra 





PAUL THOMAS 







The impact of Mahatma Gandhi's 
philosophy and simplicity has been so pro- 
found on millions of people that minor 

mishes on his > private life can only in- 
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Grin or chi 
As anyone familiar with the cartoons 
which appear in the-Indian press should 
know, Indians are capable of laughing at 
themselves. We were, however, quite ap- 
palled to see an ítem in Traveller's Tales 
[Review, May 12] commenting on the abo- 
lition of the obnoxious practice of suttee. 

Apart from the heavy overtones of male 
chauvinism that it carries, the comment 
can only deeply offend the sentiments of a 
nation of 700 million people, at whose re- 
spected head of government it is directed: 




















News Editor: 
Michael arde (Deputy) _ 











One can only hope that this has been a Editorial Manager: Michael Westlake 
case of misjudged wit. It would be appro- Chief Correspondent: Rodney Tasker 
priate if the Traveller showed the grace to Specialist Writers: 
tender an unqualified apology. Salamat Ali (South and West Asia); 
R. K. SHARMA Nayan Chanda (Diplomatic): 
Second Secretary (Information) R Del 
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Uneasy allies 
In his letter [REVIEW, Apr. 14] the presi- 
dent of the committee for the support of 
the Khmer People's National Liberation 
Front (KPNLF) describes the KPNLF asa 
temporary answer to the Cambodia prob- 
lem. 

If the Vietnamese were to leave Cam- 
bodia and the KPNLF to come to power, 
would not the temporary nature of the 
party really show up? Could the non-com- 
munist Son Sann and the communist 
Khmer Rouge rule together as a happy 
family? And when the differences of opin- 
ion led to the inevitable squabbling and 
then fighting, would Sann's and Prince 
Norodom Sihanouk's private armies be 
able to stand up to the forces of the Khmer 
Rouge? 
Geneva 


Australian aid 


Chinese Premier Zhao Ziyang left Austra- 
lia empty-handed after failing to convince 
either the Australian. Government or 
people that resumption of aid to Vietnam 
would, as he put it, "inflate the aggressive 
arrogance of Vietnam." Most Australians 
support a negotiated settlement in In- 
dochina and therefore reject Chinese- 
sponsored attempts to isolate and con- 
front Vietnam. Australian aid, when re- 
sumed, will not only strengthen existing 
friendly ties between the Australian and 
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nese defence policies have been equated 
those of the hedgehog — a passive animal 
. painful to attack — but a more apt simile might 
е a large jellyfish (capable of a powerful sting 
. but almost invisible, amorphous and inverteb- 
rate) Japanese who recognise this lack of 
| shape and purpose are locked in debate over 
either a military buildup aimed at autonomous 
. defence, or complete disarmament. In Focus on 
| Japan’83 Review writers look at the comprehen- 
| sive military confusion; the past history of 
ign relations and Tokyo diplomacy; the 
nuts and bolts of the Self-Defence Forces’ 
ican nuclear weapons supporting them, and 
, post-Occupation style. Pages 49-84. 
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“tween 


Four days of low-key talks be- 
India апа Pakistan 
ended on June 5 with a joint 
statement expressing, both 
sides’ satisfaction with progress 
on a number of relatively 
minor issues aimed at improv- 
ing the general atmosphere be- 
tween them. Both Pakistani 
Foreign Minister Yaqub Khan 
and Indian Foreign Minister P. 
V. Narasimha Rao carefully 
avoided the issue of whether 
improved relations should take 
the form of India's suggested 
treaty of friendship or Pakis- 
tan's offer of a "no-war"^ pact. 
The issue of trade was also put 
off until later — possibly Au- 
gust — because both sides have 
their own respective interests 
and vulnerabilities. 

However, travel restrictions 
between the two countries will 
be eased, postage rates will be 
lowered by 15-22% and tele- 
communications are to be im- 
proved. — ROMEY FULLERTON 


Muslims barred from 
Malaysian casino 


Malaysia's only casino, at the 
Genting Highlands in the state 
of Pahang, has been barred to 
Muslims from June 8. An ear- 
lier ban announced in April 
was not enforced because of a 
technicality. The Pahang state 
government objected to the 
April ruling because the au- 
thority governing the conduct 
of Muslims in the state rests 
with the Sultan of Pahang. The 
new ruling was made by the 
state and the date was de- 
termined by the sultan. 

— K. DAS 


Khmer Rouge back 

on the war path 

The Khmer Rouge have de- 
stroyed several bridges along 
Cambodia's Highway Five, 
which links Phnom Penh to the 
western provinces. Western 
diplomatic sources in Bangkok 
say that the highway is now 
closed, but travellers who have 
used the road since the attacks 
say it is still passable as diver- 
sions have been built around 
the sabotaged bridges. 

The sabotage seems to mark 
the beginning of Khmer Rouge 
rainy season operations, and 
during the next five months 
they will probably be keen to 
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dispel the image of demoralisa- 
tion left after the Vietnamese 
capture of the Khmer Rouge 
divisional headquarters — at 
Phnom Chat at the end of 
March. 

Another faction of the 
Democratic Kampuchea coali- 
tion is also, by its own account, 
girding for battle. In Bangkok 
on June 2, Son Sann, the coali- 
tion's prime minister, prom- 
ised "further change in the 
military field in favour of the 
resistance fighters." Sann said 
that his Khmer People's Na- 
tional Liberation Front had re- 
ceived a shipment of weapons 
from China recently. 

— PAUL QUINN-JUDGE 


Kashmir vote split 

along religious 

A clear Muslim-Hindu polari- 
sation was evident at the June 5 
elections in the Indian state of 
Jammu and Kashmir. The vote 
was also marred by clashes, in- 
timidation of voters and stuff- 
ing of ballot boxes. A fresh 
vote was ordered in several 
areas. 

The ruling National Confer- 
ence party maintained its 
supremacy in the Kashmir val- 
ley, which has a Muslim major- 
ity. But it will not repeat its 
1978 performance of winning 
all seats in the valley, as Prime 
Minister Indira Gandhi's Con- 
gress party has won at least one 
seat in the area, and an inde- 
pendent has taken another. 

— MOHAN RAM 


Mongolía denies that 
Chinese are mistreated 


The Mongolian trade-union 
newspaper Hodolmor has de- 
nied that Chinese living in 
Mongolia are being forcibly re- 
settled in remote areas of the 
country or else being expelled. 
It said that the only Chinese ex- 
pelled were those who had sys- 
tematically and  maliciously 
violated the law. It also said 
that the overwhelming major- 
ity of Chinese citizens in Mon- 
golia "avoid socially useful 
work and live on unearned in- 
come." This was why some of 
them had been asked to work 
in northern Mongolia, the 
paper added. 

On June 3 the Chinese 
Foreign Ministry protested to 
the Mongolian ambassador in 
Peking against what it called 
"forced moving and expulsion" 
of Chinese nationals. 

— ALAN SANDERS 





Jakarta grants 
13th-month pay 


Indonesian civil servants, 
armed forces members and 
government pensioners whose 
salaries have been frozen at 
existing levels for two consecu- 
tive years will be given a raise 
in the form of a 13th-month sal- 
ary, Finance Minister Radius 
Prawiro announced in a tele- 
vised address in early June. 
Part of the additional pay, 
however, will be deducted as 
obligatory savings — (һе 
amount varying according to 
the employee's rank. Prawiro 
said that the award, which will 
be paid on July 1, will help ease 
the burden of those who have 
to pay school admission fees 
for their children at about that 
time. The payment will cost the 
government about Rps 203 bil- 
lion (US$209.4 million) for 
civil servants and Rps 32.9 bil- 
lion for government pension- 


ers. — MANGGI HABIR 
rate for Nepalese rupee 


The Nepalese rupee's ex- 
change rate is now fixed against 
a basket of currencies; it was 
formerly pegged. simultane- 
ously to the US dollar and the 
Indian rupee. The Finance 
Ministry said the new system, 
which took effect on June 1, is 
intended to avoid conflicting 
cross-rates when the dollar and 
the Indian currency move in 
different directions. There 
were no immediate movements 
in the Nepalese rupee’s rate 
against the two currencies. 

— A CORRESPONDENT 


SIA plans purchase 

of 16 new aircraft 
Singapore Airlines (SIA) has 
contracted to buy 16 new air- 
craft worth about US$2 billion 
in the next five years, its second 


in = 


Rangoon port: modernisation is at hand. 











major purchase since De- 
cember 1981. SIA is to receive 
six A310s from the French- 
based Airbus Industrie and 
four Boeing 757s in 1984-85 for 
use on its regional routes. In 
addition, SIA will buy six Boe- 
ing 747s with stretched upper 
decks to be delivered between 
1985-88 for its intercontinental 
services. 

SIA is trading in some of its 
existing aircraft for undisclosed 
amounts with the two manufac- 
turers and the new contracts 
are worth US$1.01 billion for 
Boeing and US$420 million for 
Airbus Industrie. The engines 
for the-new aircraft, which 
would cost another US$500 
million, ate to be chosen from 
Generál ‘Electric, Pratt and 
Whitney or Rolls Royce. 

— V. G. KULKARNI 


(1! 10 2 
Inflation falling 
in Indonesia 
Indonesian Finance Minister 
Radius Prawiro recently indi- 
cated that the inflation, rate for 
May was a mere 0.87%. This 
brings the inflation rate for the 
first two months (April and 
May) of the 1983-84 fiscal year 
to only 3.3% , which is surpris- 
ingly low given the March 30 
27.6% rupiah devaluation. 

— MANGGI HABIR 


IDA lends US$50 million 
for Rangoon port 

Burma has taken a US$50 mil- 
lion interest-free 50-year loan 
from the International Deve- 
lopment Association, е 
World Bank's agency for con- 
cessionary assistance, to fi- 
nance a US$97.5 million pro- 
ject to upgrade Rangoon port. 
The project will enable Ran- 
goon port, which handles al- 
most all Burma's imports and 
exports, to cope with an ex- 
pected growth in international 
break-bulk general cargo and 
containerised traffic until 
about 1990, — M. C. TUN 
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TRAVELLING TO WORK 


A large number of Thai Muslims in 
the four Muslim-dominated 
provinces of southern Thailand have 
escaped growing unemployment by 
seeking jobs across the border in 
northern Malaysia. According to an 
official source, about 3,000 residents 
from one district alone in 
Narathiwat province have been 
working in plantations and 
construction projects in Kelantan. 
Wages in Malaysia are said to be 
considerably higher than in southern 
Thailand, another incentive for the 
cross-border job hunt. 


UNWANTED WELLWISHER 
Officials of Britain’s 
Commonwealth Development 
Corp. (CDC) are highly 
embarrassed by the appearance in 
London of copies of the programme 
for celebrations marking the third 
anniversary of the foundation of a 
CDC-supported oil-palm project in 
the southern Philippines. Pressure 
from voluntary organisations earlier 
this year forced the CDC to make 
its £6.4 million (US$9.97 million) 
loan to the project conditional on 


AFGHANISTAN 

About 200 Afghan commandos were killed 
in an attack by resistance forces in Pakhtia 
province, Western diplomatic sources in Is- 
lamabad said (June 7). 


BANGLADESH 

Chief martial-law administrator Lieut- 
Gen. H. M. Ershad rejected demands by the 
opposition for the restoration of parliamen- 
tary rule (June 6). 


BRUNEI 

A civil servant was jailed for 23 months for 
accepting bribes — the first sentencing under 
anti-corruption laws introduced last year 
(June 3). 


CHINA 

The sixth National People's Congress 
opened. China formally took its seat at the In- 
ternational Labour Organisation after a 34- 
year absence (June 6). 


HONGKONG 

A high-ranking Palestine Liberation Or- 
ganisation official was allowed into Hong- 
kong (June 3). 


INDIA 

At least eight people were killed and scores 
injured in post-election clashes in West Ben- 
gal between communists and supporters of 
Prime Minister Indira Gandhi, officials said 
(June 4). About 200 people were injured in 
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the phasing out by June of the so- 
called lost command led by Col 
Carlos Lademora. But the 
anniversary brochure contains a 
congratulatory message from 
Lademora. A CDC spokesman said 
the inclusion of the message was 
"highly bizarre . . . one moment our 
project is sacking him, then he turns 
up as a local worthy." 


LONELY DISSIDENT 


Chinese dissident Wei Jingsheng, 
who was jailed for 15 years in 1979, 
is being held in solitary confinement 
in Peking's model No. 1 Prison. He 
is allowed out for exercise once a 
month. He is allowed reading matter 
but no writing materials. His friends 
say that his mind is wandering. 


clashes between rival political groups in 
Kashmir, it was reported (June 5). The leader 
of the Palestine Liberation Organisation, 
Yasser Arafat, arrived (June 7). 


INDONESIA 

Australian Prime Minister Bob Hawke ar- 
rived on an official visit (June 3). A cholera 
epidemic killed 27 people in Sumatra, the 
daily newspaper Kompas reported (June 5). 


JAPAN 

A United States Navy F4 Phantom jet 
crashed into the sea while trying to land 
aboard the aircraft carrier Midway off south- 
ern Japan (June 4). More than 200 South Ko- 
rean residents staged a rally in central Tokyo 
to support a hunger strike by Kim Young Sam 
in Seoul (June 5). About 300 Okinawans held 
a demonstration in Naha às naval and Marine 
Corps forces of the US 7th Fleet began an am- 
phibious training exercise (June 7). 


MALAYSIA 

Four ministers were appointed to cabinet 
posts made vacant by resignations and five 
MPs promoted to deputy ministerial posts 
(June 2). The opposition Democratic Action 
Party won the Bandar Raub seat in Pahang, 
defeating the ruling National Front (June 5). 


PAKISTAN 

The foreign ministers of India and Pakistan 
ended four days of talks on bilateral relations 
(June 5). 





PASSAGE TO KASHMIR 


Following an informal agreement 
with the Kabul regime and the 
Soviets, Pakistan has decided to 
move about 500,000 of the 3 million 
Afghan refugees in the country away 
from the Afghan border. They are 
to be relocated in Azad Kashmir. 
The refugees are armed and are 
Islamic fundamentalists, and thus 
their presence close to the Indian 
state of Jammu and Kashmir will be 
a matter of concern to the Indian 
Government 


LOST OPPORTUNITY 

Hundreds of Communist Party of 
Thailand guerillas were trained in 
northern Vietnam during and after 
the Indochina War, but it appears 
Hanoi missed out on the opportunity 
of making them sympathetic to 
Vietnam so as to form a pro-Hanoi 
beach-head in Thailand when they 
returned home. The reason, 
according to one former insurgent 
who spent three years in Vietnam, 
was an agreement under which 
Hanoi pledged not to engage in any 
political indoctrination of Thai 
trainees. 


PHILIPPINES 

About 8,000 people, led by Roman Catho- 
lic priests and nuns, demonstrated in Bacolod 
against alleged abuse and persecution of 
priests and church workers by the armed 
forces, it was reported (June 7). 


SOUTH KOREA 

Opposition leader Kim Young Sam re- 
ceived the first medical aid since he began a 
hunger strike on May 18 calling for full demo- 
cracy, his aides said (June 3). 


SRI LANKA 

Separatist guerillas killed two air force men 
in Jaffna, an air force spokesman said (June 
1). The government gave troops new 
emergency powers to deal with guerilla vio- 
lence in the northern province (June 3). 
Separatist guerillas shot dead a prominent 
United National Party politician in Jaffna 
(June 4) 


TAIWAN 

Floods claimed 24 lives and more than 100 
people were reported missing or trapped in 
mountain areas (June 5). Atleast 17 people 
were killed when a military aircraft crashed 
off Quemoy island (June 7) 


THAILAND 

Fighting between Burmese Government 
troops and Karen rebels on the Thai-Burmese 
border has driven more than 4,000 refugees 
into Thailand, it was reported (June 7). 
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Policy disagreements lead to the prince submitting his resignation 
















By Nayan Chanda 
eking: Prince Norodom Sihanouk has 
red his resignation as president of the 
ition Government «of ^ Democratic 
үй uchea. Sihanouk told the REVIEW 
е cabled the coalition's vice-presi- 
t, Khieu Samphan, nominal head of 
Khmer Rouge, a coalition faction, on 
€ 3, saying: "I will be happy if you 
ld accept it [the resignation] now with- 
ut harming too much the interests of 







d with the red and 
ition. Explaining the 
id that he had-become 
rategy pursued by 


move, Sihanouk s 

_ frustrated with the , 
- China and his two coalition partners — 

Son Sann, leader of the Khmer People's 
. National Liberation Front and Samphan 
in solving the Cambodia problem. Dur- 
ing the week before the interview, 
Sihanouk had criticised Sann for alleged 
attacks on him and had threatened to re- 
sign if the attacks did not stop. His decision 
to submit his resignation came as a swift 
iposte to ,Samphan' s recent criticism of 
€ prince's public call for the inclusion of 
the Heng Samrin-group in an enlarged 
Khmer coalition. Samrin leads the Viet- 
namese-backed government in Phnom 
Penh. . 
_ Sihanouk said that on June 2 the Demo- 
cratic Kampuchea Embassy in Peking 
handed him a three-page letter from Sam- 
phan taking the prince to task for his re- 
cent ‘statements. Since the letter was 
marked “secret,” Sihanouk declined to go 
into details, but he said: “The letter is very 
polite, but he [Samphan] said that my de- 
= clarations only serve the interests of the 
Russians; Vietnamese and Heng Samrin. 
His accusation makes me virtually their 
agent." 

The following: day Sihanouk sent the 
cable to Samphan offering his resignation 











































ernment and to representatives of all 
Asean countries. In the cable he said: 
"Obviously our points of view are differ- 
ent on the question of searching for the 
best means of attracting and preserving 
_ the sympathy of the whole world and at 
е same time unmasking the charlatans 
on the other side —the Soviets, Vietnam- 
"ese and their Phnom Penh puppets.” 

He said in the cable that increasing seg- 
ments of public opinion inthe United 
States, Southeast Asia, Europe and Af- 
rica are. being misled by Soviet and Viet- 













certain governments may turn tow: 


quit, says. 














а gave copies of it to the Chinese Gov- | 


namiesé propaganda, and in the long run ` 





Samrin. Hence. he had “undertaken 
psychological manoeuvres to unmask the 
charlatan епету.” The enemy, he said, 
“would not be able to exploit my propo- 
sals because they сап only reject them and 
thus provoke. international criticism." 
However, the prince is aware that the 
Khmer Rouge do not agree with this 
analysis. *As president of Democratic 
Kampuchea, I should have taken that into 
account. But today. Т wish to offer my re- 
signation .. ." he stated in the cable. 


g os would not speculate on how 
the Khmer Rouge would react to his 
resignation offer, but he made it clear he 


would. not abandon the coalition until its 


partners and.sponsors wished him to do 
so. "I am not going to leave the coalition 
on my own,” he said in the interview, “be- 
cause then they will say I work for the 
Vietnamese and Heng Samrin and that I 
am influenced by the French, who are 
friends of Hanoi: I will wait until ат con- 
demned — I have already received a 
hardly veiled condemnation from Khieu 
Samphan. I will wait until the criticisms 


from. Asean and from my partners become 
"is very "| 


clearer. China," he continued, 
subtle and polite. The Khmer Rouge and 
Son Sann will hit me on the head on behalf 
of China. After two or three blows, I 
would have enough reason to quit." 
Despite his talk of resignation and of 
being battered by his coalition partners, 
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STOP MAIS JE DESIRE AUJOURDHUI 
VOUS OFFRIR MA DEMISSION ET JE SERAIS HEUREUX QUE 
VOUS L ACCEPTIEZ MAINTENANT SI CELA NE NUIT PAS 
TROP AUX INTERETS DU KAMPUCHEA DEMOCRAT IQUE 
TRES HAUTE ET AFFECTUEUSE CONSIDERATION NORODOM 


Pékin, le 3 Juin 1983 





the prince, who calls himself a wily fox, is 
not about to throw in the towel. His travel 
plans, which he outlined to this correspon- 
dent, suggest he does not take his own 
resignation too seriously. After spending 
most of this month in France, the prince 
plans to go to Indonesia and then to sev- 
eral African countries. He also talked 
about a trip to New. York to attend the 
United Nations General Assembly. These 
travels would be meaningless if hé were no 
longer head of the coalition. 

What is he up to, then? What emerges 
from the interview isa Sense of Sihanouk's 
frustration at being unable to change the 
strategy of the coalition, which he joined 
reluctantly. He realises that his presence is 
crucial for the coalition's survival, but at 
the same time he seems to feel helpless in 
steering the coalition. along the path 
which, in his view, would lead to a solution 
to the Cambodia problem. By threatening 
to resign, the prince probably hopes to 
shake the complacency of his coalition 
partners — particularly the Khmer Rouge 
— and the Chinese. 

Despite China's recently stated flexibil- 
ity on seeking a political solution to the 
Cambodia problem, the prince thinks Pe- 
king plans to continue a policy of multi- 
pronged pressure on Vietnam until final 
victory. During a meeting in January, 
Chinese Communist Party General Sec- 
retary Hu Yaobang told Sihanouk that in 
four years the coalition government, 
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headed by Sihanouk, would be trium- 
phantly installed in Phnom Penh. “I think 
the Chinese do have a plan,” Sihanouk 
said, “because they don’t talk about things 
so lightly. Especially when it comes from 
the general secretary of the party. He 
must have consulted [elder statesman] 
Deng Xiaoping.” 


I: Sihanouk’s estimation, the plan con- 
sists of military pressure on Vietnam from 
everywhere — Cambodia, Laos and from 
southern China. “By talking to the Soviets 
and wooing them a bit by various rap- 
prochements — students’ exchanges and 
trade — they would slowly tie the Soviet's 
hands, and then mount a blow at Vietnam 
to install the. coalition government in 
Cambodia." If that plan succeeds, he said, 
“so much the better for the Khmer Rouge. 
But that day I would prefer to go to 
Mougins [in southern France]. I thanked 
Hu, but I did not promise that I would go 
with Son Sann, Khi&u Samphan, Teng Sary 
and Pol Pot to Phnom Penh. Son Sann 
would have to manage it alone with the 
Khmer Rouge. Within 24 hours he will 
disappear." 

Sihanouk clearly has no interest in a 
military victory that would bring the de- 
spised Khmer Rouge, who were responsi- 
ble for millions of deaths in Cambodia in 
the mid-1970s, back on top. Recently, 
during his visit to the Thai-Cambodian 
border, the prince met Khmer refugees 
who had witnessed the execution of his 
ballerina daughter, Princess Bopha Devi, 
her children and hisson, Prince Narodipo. 
With emotion choking him, Sihanouk de- 
scribed how they were killed with blows of 
a pickaxe and then thrown into mass 
graves. The Khmer Rouge, he said, told 
villagers then: “This race of princes who 
exploit the people, the race of Norodom 
Sihanouk, should disappear." 

The prince said he has spoken to 
enough refugees fleeing the Khmer 
Rouge-controlled zone to believe that the 
Khmer Rouge have not changed. 
Sihanouk rapped the table in front of him 
to make the point: "The only thing 
changed is the varnish, but the wood re- 
mains the same." The Communist Party of 
Kampuchea, the political wing of the 
Khmer Rouge, is said to have been dis- 
solved, but Sihanouk said: “It is always Pol 
Pot [the Khmer Rouge leader in the mid- 
1970s] who is in charge — there is a politi- 
cal course, indoctrination everywhere." 
Of course the Khmer Rouge have not 
been killing Khmers of late, but that, 
Sihanouk said, is because they would first 
have to kill some 180,000 Vietnamese sol- 


. diers and 310,000 Vietnamese civilians. 


Apart from his deep loathing for the 
Khmer Rouge and his lack of faith in their 
proclaimed change of character, a major 
factor pushing the prince to look for other 
solutions, including a four-party coalition 
with the Samrin government, is his convic- 
tion that the current strategy of China and 
Asean is doomed to failure. He recalls 
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that massive American aid, B52 bombing 
raids and intervention by the South Viet- 
namese army in Cambodia during the 
1970s all could not save the Lon Nol re- 
gime. “Behind every victory there was the 
. . . North Vietnamese. It was the Viet- 
namese communists who liberated five 
provinces in Cambodia and gave the 
Khmer Rouge a solid base. It was the 
Vietnamese who, with their logistics and 
artillery support, helped the Khmer 
Rouge defeat [the] Chenla 1 and Chenla 2 
operations," launched by Lon Nol against 
the Khmer Rouge. 

According to Sihanouk, there is a 9095 
chance that the world will slowly come to 
accept the fait accompli in Cambodia. He 
makes this prediction with great sorrow — 
almost like a seer who sees the end, but is 
helpless to stop it. “It is my nightmare," 
the prince said, “that is why I try to swim 
against such a current. My last statement 
[about a four-party coalition] is to swim 
against this current." He believes that 
Vietnam cannot be forced to accept a 
troop withdrawal or free elections simply 
by stating intransigent demands, without 
any concrete incentive. Diplomats who 
have seen him in recent weeks say that his 
four-party coalition idea was only meant 
to show Hanoi what they could expect 
after a troop withdrawal. “The fact that he 
made such an offer of reconciliation sitting 
in Peking should not be lost on Hanoi," à 
diplomat said. 

Sihanouk, of course, presents his coali- 
tion proposal as part of.a propaganda war 
to put the Vietnamese on the defensive. 
He pointed to articles recently written by 
the former US ambassador to Cambodia, 
Emory Swank, and former US diplomat 
James Leonard underlining the growing 
consolidation of the Samrin regime and 
calling for an empty Cambodian seat at 
the UN. It is not just the opinions of two 
individuals, he said, but it is symptomatic 
of a new trend in the US, Europe and 
Southeast Asia. "There are Kriangsak 
Chomanans [a former Thai prime тійіѕ- 
ter] and Pichai Rattakuls [deputy prime 
minister of Thailand] whose voices are 
being heard. Although [Thai Foreign 











Minister] Siddhi Savetsila's. position is 
firm, the fact is that he would probably go 


to Hanoi to discuss a. 
the Vietnamese." 

To underline what he views as the 
world's growing acceptance of the Cam- 
bodian fait accompli, the prince referred 
to the US Government-controlled Voice 
of America (VoA). Earlier, he said, the 
VoA used to refer to the regime in Phnom 
Penh as the Vietnamese-backed Samrin 
regime, but in récent broadcasts, which 
the prince listens to religiously, Hun Sen, 
Samrin's foreign minister, was called sim- 
ply the foreign minister of Cambodia. 

"Even in Thailand," Sihanouk said, 
“you cannot ignore that in parliament 
[and] in the mass media you have people 
who think like [Swank and Leonard]. 
Kriangsak Chomanan says, “This is not 
our war.' In Indonesia there are plenty of 
people . . . who think likewise. The same is 
true in Malaysia and the Philippines. 
[This] is why I thought it was necessary to 
do something to curb this new trend. It 
[the four-party coalition proposal] is 
aimed at putting the enemy on the defen- 
sive." Sihanouk knows that the Vietnam- 
ese will reject it, but it would bring sym- 
pathy for his reasonableness. “One can 
say," he argues, *that the Cambodians are 
determined to fight and would never ac- 
cept a fait accompli, but to say that there is 
only a military solution, and that we are 
going to win it, makes us look ridiculous." 
With this kind of inflexible approach, and 
no new proposal, world support will 
slowly dwindle, the prince fears. 


km. withdrawal by 


he prince considers Vietnam to be not 

only formidable as a military adversary 
but as a propaganda foe as well. "Three 
thousand rifles given by Singapore [to 
Sann's group] are not going to weaken the 
Vietnamese; it is ideas. One has to fight 
the Vietnamese with political, diplomatic 
and psychological © manoeuvres.” 
Sihanouk wonders whether the Chinese or 
the Khmer Rouge really believe in mili- 
tary victory, but the Khmer Rouge’s insis- 
tence on armed struggle and militant 
statements by Sann, he said, could. be 
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aimed at ensuring con ü iued Chinese sup- 
р Since China would like to pursue its 

ght against Vietnam, the other coalition 
partners engage in opportunistic demag- 
ogy only to get more aid and more arms, 
Sihanouk said. “The more intransigent 
you are, the more the Chinese love you. 
She is right in doing [so], it is in her in- 
terest. If I were Chinese, I would have 
done the same, but it happens that I am a 
Cambodian." 

Sihanouk said that the UN resolution 
on Cambodia, adopted during the Inter- 
national Conference on Kampuchea 
(ICK) in 1981, “is very good, but it is only 
a dream — a beautiful dream, plenty of 
flowers, good fragrance, but it is a 
dréam." Vietnam will never agree to the 
ICK because it would mean a loss of face. 
“We cannot bring them [the Vietnamese] 
to their knees by force of arms. So we have 
to work out an honourable solution for 
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them. That should be done on the basis of 


sentiment. That approach has brought us 
luck at the 1954 Geneva Conference [on 
Indochina]. We must have a Geneva-type 
conference in Geneva, Sweden or Aus- 
tria." 


he solution Sihanouk envisages is talks 

with the Vietnamese leading to re- 
placement of Vietnamese forces in Cam- 
bodia by an international peacekeeping 
force provided by France, Sweden, India, 
Algeria and Asean countries. A four- 
party coalition would be set up in Phnom 
Penh to organise free elections under in- 
ternational supervision. But before the 
elections all parties would be disarmed. 
*Like in a Western [movie], before you go 
to the saloon, 'Surrender your arms 
please’ ,” Sihanouk said. 

However, the first step in the process, a 
talk with the Vietnamese, is problematic 


On a firmer footing 








E gati i ansigence of both sides. 
The prince said: "The French say that in 
order to solve the Cambodian problem 
there has to be talk between the two [Viet- 
nam and Cambodia] and Cambodia is 
Sihanouk. Sihanouk is a man of the 
people; he is the only one to symbolise an 
independent, peaceful, neutral and non- 
aligned Cambodia. The French think that 
Sihanouk and the Vietnamese should 
meet. But I cannot do that, because then I 
will be condemned as a traitor.” 

His talking to the Vietnamese would 
also be made difficult by a Catch-22 situa- 
tion. Since the Khmer Rouge are opposed 
to the idea, he can only talk to them in a 
private capacity, but the Vietnamese, he 
said, would have no interest in meeting 
him once he is out of the coalition. And 
even if they did, he said, “I do not want to 
go down in history as another Petain and 
Laval." (Marshal Petain and Pierre Laval 


The sixth National People's penises stresses concern 
for balanced growth and rationalisation in the economy 


By David Bonavia 
Peking: The Chinese leadership's handl- 
ing of the economy increasingly resembles 
a driver hugging the steering wheel with 
both feet on the brake. Premier Zhao 
Ziyang and planning chief Yao Yilin 
addressed the sixth National People’s 
Congress (NPC) here with promises that 
the rapid economic growth of the past year 
or two would be brought under contro] 
and combined with efforts to achieve 
balanced long-term development. 

The congress has the task of appointing 
a state president — probably the veteran 
revolutionary and economic planner Li 
Xiannian — апа a vice-president. It has 
set up new committees to examine prob- 
lems of law, minorities, education, sci- 
ence, and Overseas Chinese affairs. The 
average age of the nearly 3,000 deputies 
has been brought down to 54. Fewer party 
members than before have been elected. 
The stress this time is on united-front 


work, economic rationalisation and a 
rapid improvement іп science and 
technology. 


Zhao's speech was dull in the extreme, 
the most noteworthy point being the es- 
tablishment of a Ministry of National 
Security specifically to combat espionage, 
which the media portray as organised by 
Taiwan through Hongkong, though the 
United States has also been accused. Yao, 
on the other hand, had to negotiate a 
series of tricky disclosures about the re- 
fusal of the national economy to behave as 
planned. The biggest anomalies are the 
excessive growth in capital construction in 
industry and the refusal of heavy industry 
to move over as intended and permit light 
industry to grow faster. Growth of agricul- 
tural output is expected to slow down this 
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year, Yao said, because of relatively big 
increases last year which cannot be perma- 
nently sustained. 

The fact remains that without an aver- 
age annual growth rate of more than 7%, 
the leadership cannot achieve the an- 
nounced goal of quadrupling output by 
the year 2000. Elder statesman Deng 
Xiaoping's vision of a consumer-led boom 
is still clouded by the in-built strength and 
absorptive capacity of heavy industry 
when it comes to investment. 

The leadership, as presented in press 
photographs, is composed at the top level 
of Deng, General Secretary Hu Yaobang, 
legal affairs specialist Peng Zhen, Zhou 
Enlai’s widow Deng Yingchao, Li and 
Zhao. In the picture of the opening ses- 
sion, Deng — who has surrendered his 
NPC membership and attended only às a 
guest — was shown dressed radiantly, al- 
most angelically, in white, while Li 
laughed broadly at something and Peng 
tugged at Deng Yingchao's elbow while 
she gesticulated. It was an astonishingly 
informal portrait. The leadership seems to 
exude confidence hardly justified, 
many foreign observers believe, in view of 
Deng's age (78) and the current state of 
tension between the party and some top 
commanders of the People's Liberation 
Army. 

Peng paid tribute to veteran Marshal Ye 
Jianying's tenure as chairman of the fifth 
NPC, during which he served as virtual 
head of state for ceremonial functions. Ye 
is believed to be in Canton, and probably 
— to the relief of some other leaders — ef- 
fectively out of politics for the rest of his 
life. Peng presided over the opening ses- 
sion on June 6. 








Deng: clouded vision: 


Zhao, in his speech, listed political 
stabilisation, upsurge of farm output, in- 
dustrial readjustment, the market econ- 
omy and restoratión of the status of intel- 
lectuals as among the best achievements 
of the past five years. On Hongkong, 
Zhao repeated the formula by which Pe- 
king will *at an opportune moment re- 
cover Chinese sovereignty." The Hong- 
kong delegates were perhaps left wonder- 
ing whether the omission of the word “sta- 
bility" from the usual formula of *prosper- 
ity and stability" had any meaning, or if it 
was unintended. 


hina has recently been at pains to claim 

that the sluggishness of the Hong- 
kong economy has nothing to do with the 
prospect of reversion of sovereignty in 
1997. Until the Chinese face up to the 
damping effects of the reversion plan on 
the British-ruled territory's economy, it is 
impossible to consider them realistic 
about this question. 

The main tasks of the Chinese econ- 
omy, Zhao said, were to consolidate re- 
cent gains, and make good progress in the 
remaining two-and-a-half years of the 
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While he is p and frustrated by 
the attitude of China and its Khmer Rouge 
allies, and would like a settlement ensur- 
ing Khmer independence and Vietnamese 
security, the prince's sense of historical 
guilt and his fear of condemnation by his 
countrymen make him almost stuck in his 
uncomfortable presidential chair. Noting 
that his four-party coalition idea and his 
threat to resign. have all been interpreted 
as a French-prompted manoeuvre to ditch 
the coalition and join hands with Hanoi, 
Sihanouk repeatedly said that whatever 
happens, “I will never, you can write that 
in capital letters, never go towards Heng 
Samrin. I cannot serve, in even the small- 
est way, the Vietnamese protectorate in 
Cambodia. If the Vietnamese do not give 
independence to Cambodia, I will never 
go to Phnom Penh; I will never have a re- 
conciliation with Vietnam." 





Aged NPC cadre: the average drops. 


sixth five-year plan, while laying the ground- 
work of the seventh plan (1985-90). Zhao 
identified balance, notspeed, as the main 
need in economic, planning. He pin- 
pointed energy, transport, metallurgy, 
chemicals, building materials and machin- 
ery as the priority sectors for heavy indus- 
try, and certainly..no outside observer 
would disagree with:him, A total of 890 
large and medium projects are to be con- 
tinued or completed an; the sixth plan 
period — showing that heavy industry, 
though required to exercise some pa- 
tience, is far from becoming the Cin- 
derella of the Chinese economy. Of these 
projects, 93 call for an investment of Rmb 
500 million (US$250 million) each or 
more. 

Turning to foreign affairs and defence, 
Zhao reasserted China's membership in 
the Third World. He was non-committal 
on relations with Western Europe, where 
China has been at odds with. Holland, 
France and Britain over links with 
Taiwan, aid to Vietnam and negotiations 
over Hongkong. The relationship with the 
US “falls far short of what could have been 
achieved," Zhao declared. “The US Gov- 
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"Although he did not give the impression | FOREIGN RELATIONS 


of taking his own resignation too seri- 
ously, if the prince really feels that time is 
running out for an acceptable solution he 
may yet resign and hand over the leader- 
ship of his coalition faction to his lawyer 
son, Prince Ranaridh. “I will then concen- 
trate on speaking about Cambodia in my 
individual capacity. and try to raise inter- 
national support for the preservation of 
the threatened ruins of Angkor Wat." 
The most likely development seems to 
be that Sihanouk will continue as presi- 
dent of the coalition, and that more inten- 
sified fighting among coalition partners 
will emerge. A greater urgency among 
Asean countries in their search for a politi- 
cal solution jin Cambodia is also likely to 
develop. And if Asean is impelled to seek 
ways other than through the ICK, 
Sihanouk's resignation. threats will not 
have been totally in vain. 





ernment should strictly observe the Sino- 
US communiques [of 1972 and 1979]." 
laying down the principles of good bilat- 
eral relations and the relationship with 
Taiwan. 

The Soviet Union, for its part, would 
have to take the "first step" if relations 
with China were to be improved. At pre- 
sent the Sino-Soviet talks are suspended, 
and China has protested to Soviet-domi- 
nated Mongolia about the expulsion of 
Chinese citizens from that country. The 
premier made ritual denunciations of the 
Soviet intervention in Afghanistan and 
Vietnam's occupation of Cambodia. He 
reaffirmed China's commitment to a new 
world economic order, and the continua- 
tion of North-South dialogue and South- 
South cooperation. 

"Gratifying progress," Zhao said, had 
been made in China's relations with the 
Asean countries. And he struck a fresh 
note on relations with the Eastern bloc, 
saying that China "cherishes friendly feel- 
ings" towards their peoples. In an allusion 
to China's search for economic models 
among other socialist countries, he ex- 
pressed "interest" in their experience. 
This reflects the recent Chinese policy of 
improving relations with East European 
countries to steal a march on the Soviet 
Union. 

"We are awaiting the Soviet side's proof 
of its good faith in deeds," the premier 
added. Peking's minimum conditions for 
improvement of. state-to-state relations 
with Moscow are: a Soviet pull-out from 
Afghanistan; pressure on Vietnam to 
leave Cambodia; progress towards settle- 
ment of existing border disputes, and with- 
drawal of Soviet forces from the Chinese 
frontier. One explanation advanced by 
diplomats here for the recent Mongolian 
action in expelling Chinese is that Moscow 
wants to show Peking that it cannot make 
demands concerning the behaviour of 
third countries, if only nominally indepen- 
dent, as a condition for progress in bilat- 
eral Sino-Soviet talks. 

The congress is expected to be con- 
cluded on June 18 after a new president is 
named. 


A dovelike 
Hawke 


The Australian leader's visit to 
Jakarta is friendly, but he is 
non-committal on major issues 


By Manggi Habir 

Jakarta: Australian Prime Minister Bob 
Hawke, seeking to build upon the results 
of Foreign Minister Bill Hayden's visit 
here two months ago (REVIEW, Apr. 21), 
reaffirmed his government's intention to 
strengthen bilateral relations during a 
three-day stay in Indonesia that ended on 
June 5. But Hawke was less clear on the 
implementation of two Labor Party resol- 
utions — one condemning what it calls the 
“Indonesian occupation of East Timor" 
and calling for the suspension of military 
aid to Indonesia,until Jakarta withdraws 
its troops, and another to resume 
economic aid to Vietnam, which could ad- 
versely affect bilateral relations. 

Hawke told, reporters here that "in 
terms of the question of East Timor that 
may arise at the end of this year, the 
Australian Government will make its de- 
cision closer to the time.” This was a refer- 
ence to the United Nations vote on the 
integration of East Timor into Indonesia, 
which is scheduled for October. It now ap- 
pears that no decision will be made on this 
issue until after the July visit to Indonesia 
of a joint Australian parliamentary dele- 
gation. 

The prime minister stressed the import- 
ance of this visit, saying that he believed it 
would enable an informed debate to take 
place in Australia between now and the 
time the government will make up its mind 
on how the Australian vote will be cast in 
the UN. The visit stems from Hayden’s 
earlier visit to Jakarta. 

Aside from this, the other two results of 
Hayden’s earlier visit were the accelera- 
tion of the family-reunion programme for 
East Timorese refugees and the establish- 
ment of an Australian Associated Press 
(AAP) office in Jakarta. According to In- 
donesian Foreign Minister Mochtar 
Kusumaatmadja, 36 of the 80 people ini- 
tially listed and allowed to join their rela- 
tives in Australia are still to be reunited 
under the programme. 

Australia also provided new contribu- 
tions of US$1.5 million to the Interna- 
tional Red Cross relief programme and 
the Unicef assistance programme in East 
Timor. 

Although Indonesian Information 
Minister Harmoko agreed in principle to 
the establishment of an AAP office in 
Jakarta at the time of Hayden's visit, it is 
still not clear when this will take place. 
Sources indicate that an Australian jour- 
nalist from AAP will be allowed to work 
here very soon, but the formal opening of 
the bureau is expected to be delayed for 
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some time. Hawke made no tangible pro- 
gress on these issues, though he presuma- 
bly discussed them with Indonesian offi- 
cials. 

Some political analysts have ‘indicated 
that if the Labor government decides 
against the party resolution on East 
Timor, the government, under pressure 
from leftwing members. of the Labor 
Party, would be likely to give in on the re- 
sumption of economic aid to Vietnam de- 
spite strong opposition from Asean. The 
Australians have argued that aid to Viet- 
nam would help: bring it back into “a 
broader community of hàtións," while at 
the same time reduce Vietnam’s reliance 
on the Soviet Union. Ascafiihowever, ar- 
gues that aid would only encourage Viet- 
nam to maintain its military presence in 
Cambodia. 


Mi reiterated Asean’s position 
during his talks with Hawke. Mochtar 
pointed out that Asean had no objection 
to Australia aidiffg Vietnam — but only 
after the Cam ;'ptóblem has been 
solved. He added that Australia could 
meanwhile provide Vietnam with humani- 
tarian assistance — such as disaster relief 
— but he objected tg-Atístralia providing 
aid to hospitals, ontheegrounds that this 
could be easily diverted: * 

The Hawke government, which intends 
to mediate on the Cambodia problem, 
now appears to be taking into account 
Asean and Chinese opposition on aid to 
Vietnam. “It has emerged that we do have 
the capacity to talk with a range of coun- 
tries in a way which may accelerate the 
achievement of the objective of Indone- 
sia, other Asean countries and ourselves 
to try and get a normalised situation in In- 
dochina," Hawke said here. “To the ex- 
tent that the pursuit of that objective and 
our role in that respect may be inhibited 
by an immediate resumption of aid, it 





Suharto and Hawke: a wait-and-see stance. 


seems to us that it would not be wise to 
undertake that course of action if you are 
going to limit your capacity in a way that 
l've mentioned." 

Hawke also suggested that the size of 
Soviet aid to Vietnam, which reaches 
some US$3 million per day, was substan- 
tial enough so that any aid from other 
countries would be relatively small. By 
themselves, he added, alternative aid 
sources are not going to wean Vietnam 
from the Soviet orbit. Hawke also noted 
that “one has to pursue new sorts of ap- 
proaches” to satisfactorily resolve the 
Indochina issue. 

Hawke and Mochtar also discussed the 
possibility of Hayden conveying a mes- 
sage from an Asean ministers’ meeting 
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later this month to Vietnam when Hayden 
visits Hanoi on June 29. 

The Australian prime minister's efforts 
to appease his regional neighbours on 
East Timor and economic aid to Vietnam 
will certainly meet strong opposition 
within his party. Indonesian officials now 
hold a wait-and-see view. They admired 
Hawke's style when he successfully 
brought together union and business lead- 
ers to agree on a re-affirmation of the 
prices-and-incomes accord, a move akin 
to Indonesia's musyawarah (or agreement 
by consensus). It remains to be seen, how- 
ever, whether Hawke can once more 
achieve a consensus among the different 
factions within the Labor Party on these 
two international issues. 





Raising the barriers 


Reagan decides to liberalise restrictions on exports of 
sophisticated technology China needs for modernisation 


By Richard Nations 
Washington: In a step which should re- 
duce a major impediment to improved 
Sino-American relations, United States 
President Ronald Reagan has decided to 
liberalise restrictions on exports to China 
of sophisticated-technology. The decision 
will in effect diminish the Pentagon's 
broad veto over export licences to China 
by placing China in the same class under 
the US Export Administration Act as 
those countries considered to be “friendly 
or allied with the US,” such as West Ger- 
many, Egypt and India. Hitherto China 
was in a category of its own, but for na- 
tional security reasons was treated as a 
"controlled destination," much like Soviet 
bloc countries: 

The decision to move China into the so- 
called V category of friendly countries 
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was conveyed to Chinese Premier Zhao 
Ziyang on May 24 by Secretary of Com- 
merce Malcolm Baldrige during his visit to 
Peking. The news was well received, ac- 
cording to members of the US delegation, 
who think that it should contribute to a 
significant improvement in Sino-US rela- 
tions because: 

» It removes the contradiction between 
Washington's official statements favour- 
ing a "strong, secure and modern China" 
and the stringent export controls on 
technology it has applied only to enemies 
and China. 

» The US Government's policy towards 
technology transfer is entirely within the 
control of the executive branch, and 
Reagan's decision is as generous as the law 
allows. In the past, a US court declared 


valid claims against China by holders of 
Chinese railway-bonds; the US Congress 
passed the Taiwan Relations Act which in 
Peking's view contravened the spirit of the 
1972 Shanghai Communique which began 
the thaw in Sino-US relations, and more 
recently Chinese tennis star Hu Na was 
granted political asylum by the US Immi- 
gration and Naturalisation Service. These 
decisions were Seer! by Peking as slights 
against China Ву (E Reagan administra- 
tion, though they were out of the execu- 
tive branch's hands. 
» It aligns the US more clearly with 
China's broad national objectives, reflect- 
ing Secretary of State George Shultz' view 
that the US has a greater strategic stake in 
China's economic modernisation than in 
military cooperation. The decision to ease 
the flow of such goods as semiconductor- 
fabrication equipment and general-use 
computers should boost China's moderni- 
sation programme since these goods are 
the building blocks of any modern econ- 
omy. 

China posed the technology-export 
question as a basic political test of Sino- 
American relations in February when 
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Shultz visited Peking. Chinese elder 


statesman Deng Xiaoping in effect set 
Taiwan aside, asking only that 
Washington stick by its past commitments 
as spelled out in last year’s August 17 com- 
munique in which the US pledged scaled- 
down arms sales to Taiwan. But technol- 
ogy is the future, Deng said, and how 
Washington handled the export question 
was the real test of whether the Reagan 
administration considered China as friend 
or foe. 

“Baldrige brought the Chinese the reply 
from Reagan they wanted," a source from 
the May delegation told the REVIEW. Ac- 
cordingly, administration China watchers 
have detected a subtle shift in Chinese 
commentaries away from placing the onus 
entirely on the US to *overcome the obs- 
tacles" to improved Sino-American rela- 
tions. After the Baldrige visit, Peking 
stressed instead that “both China and the 
US must make greater efforts" to improve 
relations. The prospect of a state visit to 
the US by Zhao is also no longer ruled out 
in commentaries. And a former official of 
the administration of former US president 
Jimmy Carter, who was closely involved 
with the normalisation process, said the 
new policy, "coming on the heels of the 
[August 17] communique, could lead to an 
extended period of good feeling lasting 
through the end of the [Reagan] adminis- 
tration." 


he US bureaucracy is now struggling 

with the drafting of new guidance to put 
Reagan's export decision into effect and 
no public announcement is expected on 
the subject for at least another month. 
This leaves opponents time to sabotage 
the plan, some fear, but Reagan's per- 
sonal involvement makes opposition 
politically dangerous. Observers believe 
this decision is as important as Reagan's 
decision last year to come to terms with 
Peking on US arms sales to Taiwan. Vice- 
President George Bush informed Deng of 
that decision during a trip to Peking in 
May last year. It was three months before 
the final document was signed. 

The intention of Reagan's decision, ad- 
ministration sources said, is to narrow the 
areas in which the Pentagon has a veto to 
four "special-mission areas" — nuclear 
weapons, electronic warfare, anti-sub- 
marine warfare and intelligence gather- 
ing. Licences for all other dual-use 
technology are to be approved. This does 
not differ dramatically from the intent of a 
presidential guidance issued in May 1981, 
but now all technical guidelines are being 
overhauled to minimise the scope for mis- 
chief by recalcitrant bureaucrats. 

“In the past the Pentagon could always 
argue that they did not know what 
Reagan's real attitude towards China 
was," a source said, adding, “now there is 
no question since the political direction 
for liberalisation is coming directly from 
the top down." At any rate there is a clear 
awareness here that the policy change 
must be substantive and not merely sym- 
bolic, if Reagan is going to avoid un- 
wanted tension at some point further 
down the road. 
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SINGAPORE —— 


A grave offence ... 


An executed criminal's final, politically militant 
message leads to the arrest of his brother 


By V. G. Kulkarni 


dying man's last words and the in- 

scription on his tombstone in a 
Buddhist cemetery have become the focus 
of an alleged criminal offence involving 
the internal security of Singapore. The 
grave at Chua Chu Kang Buddhist cemet- 
ery is that of Tan Chay Wa, and the 
headstone described him as a martyr who 
was a district committee member of the 
Malayan National Liberation Front 
(MNLF), led by the Communist Party of 
Malaya. 

The front face of the tombstone gave a 
brief life-sketch, including a poem he is 
supposed to have written shortly before 
his execution by Malaysian authorities on 
January 18 for the possession of firearms. 

His brother, Tan Chu Boon, was 
charged on May 30 in a magistrate's court 


Jeyaretnam: a unique case 





under Singapore's Internal Security Act 
(ISA) with having the marble tombstone 
*under his control" during April. As far as 
is known, this is the first case under the ISA 
that the Singapore authorities have held a 
tombstone to be a “subversive document 
which tended to advocate acts prejudicial 
to the security of Singapore.” 

Both Malaysia and Singapore have 
ISAs, largely based on pre-independence 
legislation originally enacted to counter 
communist insurgency in the 1950s. 
Under the legislation both governments 
have wide-ranging powers of detention 
without trial and when such cases come to 
trial, the punishments can be severe. Even 
a complimentary reference to any com- 
munist party or cause can be deemed pre- 








| 


judicial to national security under the acts. 

A Singapore magistrate remanded Tan 
Chu Boon, a 30-year-old fish-breeder, in 
custody while Criminal Investigation De- 
partment officials investigate the matter 
further. Tan was brought before the 
magistrate again on June 6 and charged 
with a second offence — allegedly com- 
mitted during January-February this year 
— of having a piece of paper bearing the 
same words found on the tombstone. 

Noted lawyer and lone opposition MP 
J. B. Jeyaretnam appeared for Tan, who 
was granted bail of $$10,000 (US$4,780) 
with two sureties. Each of the two of- 
fences with which Tan is charged carries a 
prison term of up to five years or a fine of 
5$10,000. 

According to the inscription on his 
tombstone, Tan Chay Wa came from 
a poor peasant family and worked as 
a factory hand after completing 
secondary education. However, the 
local press says he was a bus driver in 
Singapore. In the 1970s he joined the 
MNLF and was later promoted to 
become а district committee 
member. 

The inscription states: “Under dif- 
ficult circumstances, he used to ap- 
pease his hunger by feeding on wild 
edible vegetation. He contributed all 
the money that he managed to save 
to the organisation, thus manifesting 
amply the noble quality of a re- 
volutionary warrior." 

He was arrested on June 2, 1979, 
in the Malaysian state of Johor and 
was charged with possessing a semi- 
automatic pistol and seven rounds 
of ammunition. He pleaded guilty 
in January 1981 and was sentenced 
to death by the Johor Baru High 
Court under the Malaysian ISA and 
Essential (Security Cases) Amend- 
ment Regulations. The inscription 
on the tomb claimed that he was 
beaten in prison, but died a *heroic death 
for the sake of the motherland's libera- 
tion." 

A few moments before his death by 
hanging, Tan wrote a poem which the in- 
scription quotes: “With heart filled with 
righteous indignation, I stand at the gal- 
lows and forcefully pen this poem with 
blood: I want to air my grievances for a 
hundred years, unable to tell all with 
blood. When will this gallows be de- 
stroyed to bring about a new heaven?" 

The inscription continues: **This milit- 
ant poem depicts his deep hatred against 
the old society and his boundless confi- 
dence in the victory [of] revolution. His 
glorious image will forever live in the 
minds of the people." 
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PAKISTAN 


Cracking the whip 


Zia's stress on Islamic values — and punishments — 
may not solve his country’s religious or political ills 


By Rodney Tasker 

Karachi: Having ruled his country for al- 
most six years under a martial-law regime, 
with unfulfilled promises of national elec- 
tions from time to time, it is small wonder 
that President Zia-ul Haq has whipped up 
little enthusiasm among Pakistanis with 
the statement that he will outline his new 
political programme by August 14. It is 
widely expected that the political future 
under Zia's management will comprise 
more of the same — more emphasis on the 
current Islamisation programme, with the 
prospect of elections dangled as only a dis- 
tant prospect. 

Zia himself hinted at such a scenario ina 
recent interview with this correspondent. 
“We want that the [political] system that 
comes in should be in conformity with the 
basic principles of Islam,” he said. “The 
basic principles of Islam are not in conflict 
with the holding of elections. They may or 
may not be in conflict with the holding of 
party [based] elections, as long as the par- 
ties behave according to certain norms of a 
society which believes in high moral qual- 
ities.” 

At present all parties in Pakistan are 
banned from political activity. Zia, like 
most military strongmen in his position, is 
known to have a deep suspicion — 
perhaps tinged with some fear — of civi- 
lian politicians. Two political opposition 
leaders are still under prolonged house ar- 
rest: retired air chief marshal Askhar 
Khan, head of the Tehriq-i-Istiglal party, 
and Benazir Bhutto, the most prominent 
leader of the Pakistan People's. Party, 
formed by her late father, former prime 
minister Zulfikar Ali Bhutto, who was 
executed 21 months after Zia seized 
power. 

The two parties are among eight 
grouped under the opposition banner of 
the Movement for the Restoration of 
Democracy (MRD). This loose conglom- 
erate has not so far been able to make 
much political headway, given martial-law 
restrictions. And internal arguments 
which surfaced since the announcement 
last month of its new political memoran- 
dum illustrate a depressing lack of unity. 

The danger is that, given the absence of 
a middle road between Zia and his army, 
and the frustrated political opposition, the 
political scene is becoming more polarised 
by the day. Hatred and vengeance have 
become the accepted norms of all political 
activity. In a bid to keep his people in line 
under the prolonged spell of authoritarian 
government, Zia has chosen what he obvi- 
ously feels is a middle road which none can 
fault — Islamising Pakistan. By stressing 
Islamic values and pretensions at every 
turn, in the subdued local press and in 
public statements — many of Zia’s 
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speeches these days sound more like re- 
ligious sermons than political speeches — 
the president apparently hopes that this 
will keep his countrymen's minds off poli- 
tics. 

In theory, Islam is convenient not only 
to contain any communist threat, but also 
to keep the largely Muslim population in 
check. Many observers feel it is a some- 
what tenuous theme. Although Pakistan 
was established as a separate country from 
India in 1947 as a majority-Muslim nation, 
compared with a majority-Hindu India, 
the father of Pakistan himself, Moham- 
mad Ali Jinnah, stressed that his people 
should not take the uncertain road to a 
theocratic state. 

There are signs that some Pakistanis are 
becoming weary of the unpredictable na- 
ture of the current regime, whatever its Is- 
lamic credentials, with no political forums 


же А. 


Pakistani military training: support for Islamisation. 


into which to channel their grievances. 
"Pakistanis are losing their identity," 
commented one political observer. "Many 
young Pakistanis are looking out of the 


"country for relief, given the rigid system 


here, and that's dangerous." 


rue, the Islamisation campaign assures 
Zia not only of the support of the 
military, which can take advantage of the 
disciplinary aspects of Islam, but of cer- 
tain. powerful Islamic elements in the 
country. Outside the army, he can proba- 
bly count on the support of Jamaat-i-Is- 
lami, a tight-knit, well-organised, well- 
funded and well-armed radical, revolutio- 
nary Islamic movement. The Jamaat's 
youth group, Tulaba, is the strongest, 
best-organised student movement in the 
country, even though it has suffered some 
setbacks in university student council elec- 
tions recently. 
Zia also finds favour with the ulema, the 





religious c olars who are p sofa 
classical form of Islam, but are divided 


over what shape this should take. The . 


mullahs, local priests who are ultra-con- 
servative Muslims, are also his supporters. 
But to enforce his Islamic programmes, 
including an Islamic form of banking os- 
tensibly involving no interest, and the pay- 
ment of zakat, a 2.5% tax on the deposits 
of the better-off, Zia is using the military 
as enforcement officers. Here could come 
the crunch. 

While the military undoubtedly agrees 
with Zia’s tapping of Islamic law to inflict 
severe punishments on criminals, such as 
whippings which are more brutal than true 
Islamic law dictates, in order to secure a 
docile populace, it is questionable how far 
they will go along. with his рго- 
gramme. Most Pakistani military officers 
have a more secular, liberal attitude to- 
wards Islamic tenets. Many would shud- 
der at the thought of a theocracy on the 
lines of that now enforced in Iran. So to 
what extent they will go along with their 
military, but devout Islamic, leader is 
open to question. 

Some critics believe that Zia, in choos- 
ing Islam as a political force, picked the 
wrong weapon. Religion can be more divi- 
sive than unifying. As the riots between 
the Sunniand Shia Islamic sects in Karachi 





over the past three months may have 
show, Zia’s Islamic campaign may have 
drawn too much attention to differences 
among Muslim followers. In a political 
vacuum such as Pakistan is going through 
today, perhaps an emphasis on Islamic 
values can be a dangerously divisive con- 
cept. 

In his interview with the REVIEW, Zia 
dismissed the Karachi riots as a symptom 
of local politics. If it had been a serious 
Shia-Sunni problem, he added, “the 
whole area from Karachi to Peshawar 
[would be] burning by now." Other obser- 
vers in Karachi take a far less sanguine 
view of the three months of street-fighting 
and burning, in which as many as 20 
people were killed. 

The trouble in Karachi, Pakistan's 
biggest city and its main port, started on 
January 28. Iranian Consul-General 
Mohammad Ali Sadeghi — a Shia, as are 
most Iranians — went to a mosque in the 









































































| mosque was the subject of a 
ngle over whether it should be a Sunni 
r Shia place of worship. Ne 
‘Pakistani Shia Muslims had already 
structed an imam bargah, a place for 
sligious sermons, in the mosque còm- 
und. The saying of prayers by the Ira- 
ian Shia apparently inflamed the Sunnis 
rther. The mosque was burned by a 
Sunni mob. 





ew days later, about 5,000 Shias from 
the area, demanding action by the 
orities against the Sunnis who had at- 
d the mosque, staged a protest on the 
road out of Karachi leading to west- 
akistan. Waving portraits of Iranian 
eader Ayatollah Ruhollah Khomeini, 
effectively blocked the road for two 


lays. 
* Groups of Sunnis then retaliated with 
heir own protest meeting, and this led to 
joting in the Liaquatabad area, which ac- 
cording to official figures left eight killed. 
Tension continued in the area, inhabited 
mainly by Indian immigrants, with a 20- 
% Shia population, throughout March, 
nd im April there was more rioting fol- 
owing rumours that Shias had stabbed 
wo Sunnis to death. The army moved in 
ith tear gas and there was some shooting, 
n which six people were killed. Many 
hias left Liaquatabad and took shelter in 
other parts of the city. Then, at another 
hia protest meeting in the district, a 
онсе deputy superintendent was stab- 
bed. An angry police contingent arrested 
250 people, mainly Shias, who were sub- 
‘sequently sentenced to up to one year of 
-hard labour and as many as 15 lashes each. 
The mass lashings in Karachi central jail 
it the headlines. On one day, 136 prison- 
‘ers, including some as young as 13, were 


hands secured, and, wearing only 
;loincloths, and whipped. with canes. 
Among those carrying out the lashings 
ere two aging executioners nicknamed 
The Lion," and *The Tough One." Re- 
ports from the jail said that those whipped 
меге unable to sit or lie down properly for 
as long as two weeks after the punishment. 

In some ways this Pakistani-style whip- 
. ping reflects the nature of the ruling re- 
gime. Lashing is an Islamic punishment, 
but it is meant to be more of a spectacle to 
humiliate the victim than an exercise in 
. brutal corporal punishment. In Karachi, 
the lashes were administered in a strong, 
“military style, and, whether true or not, 
rumours abound that some of those flog- 
ged have been rendered impotent because 
of the caning of their buttocks and spines. 

Yet for the regime and the military au- 
thorities in Karachi, the lashings were ef- 
fective. All rioting stopped. "This is the 
only weapon which Zia uses which works 
in Sindh province," commented one of the 
regime's critics. 
* The Sunni-Shia problems in Karachi 
may have died down for now: There have 





'tion of a Pakistan Shia Coun 8 
now. demanding government protection 


tied to tilting wooden planks, with their. 





been similar spates of sectarian fighting in. 


cent rioting w е 
from the mass lashings, it led t 


for the minority sect, and the Iranian con- 


sul-general was quickly recalled to Tehe-. | 


ran after a quiet complaint to Iran by Is- 
lamabad. 

Both countries, which border Afghanis- 
tan, are anxious to retain good relations, 
and in March they signed one of their 
biggest trade agreements, allowing ex- 
ports of large quantities of Pakistani 
sugar, rice, fertilisers and other com- 
modities to Tran. 

The Shias in Karachi, and elsewhere in 
Pakistan, have become more assertive 
since Khomeini urged the export of Iran's 
Islamic revolution. More pessimistic ob- 
servers in Karachi-are looking ahead to 
the end of the year, when Shias will ob- 
serve their Moharram festival, as a time 
when Sunni-Shia differences will spill over 
again into violence. More sensible Shia 
leaders, instead of preparing for more vio- 
lence, are preaching that their community 
can only be safe within a more secular 
state. 

Here, such appeals by religious leaders 
coincide with the views of substantial ele- 
ments in the political opposition. "Islam is 
a religion, not a nation,” commented Sar- 


| dar Sher Baz Mazari, Baluch leader of the 


National Democratic Party (NDP). *Itisa 
deliberate effort on the part of the govern- 
ment to somehow deviate people's minds 


- from the real issues, but it's not convincing 


people at all.” 


| AFGHANISTAN 


‘rity of Pakistan is today. threatened 








beyond any doubt. by the adventurist at- 
titude of the military junta, which to keep 
itself in the saddle over the. people of 
Pakistan, exploiting the sacred name of 
Islam, will not hesitate in plunging the 
country onto the warpath,” s i 
? Already some MRD parties have. criti- 
cised the memorandum, mainly because it 
carries clauses calling for equal political, 
economic and cultural rights for people in 
all of Pakistan's four provinces. This re- 
flects the view among certain opposition 
circles that Punjab, the richest and most 
populated province in Pakistan, should 
continue to lead the country — most of the 
leaders in the current military regime, in- 
cluding Zia himself, are Punjabis. 

So while overstressing Islam as a unify- 
ing force may, ironically, have the oppo- 
site effect, the ethnic, cultural and 
economic differences among the various 
sectors of Pakistan's population will work 
against true political unity — whether 
under à military government, or a form of 
democracy. Е 

These abiding undercurrents make. it 
difficult to predict Pakistan’s political fu- 
ture, particularly in a country which has 
no strong democratic traditions and which 
is still largely feudal in many areas. But it 
is hard to ignore the soothsayers who, ina 
politically-volatile. country like Pakistan, 
predict that any change in the power equa- 
tion will be violent. 


Hungering at home 


A survey suggests that food shortages 
are worsening and starvation is a real threat 


By Romey Fullerton 
Peshawar: Despite the magnitude of the 
international aid effort directed at reliev- 
ing the suffering of 3 million Afghan re- 
fugees in Pakistan, reports from inside Af- 
ghanistan suggest that masses of “internal 
refugees” could starve to death. 
Pakistan’s federal authorities and 17 
local and foreign refugee organisations 
are proud of their handling of this mam- 
moth relief operation — distributing aid to 
some 300 tented villages in Pakistan. Pri- 
vately, however, several field officers ex- 
press concern that the real problem has 
not even begun to be tackled. The internal 
refugees are people unable to reach neigh- 
bouring nations or the relative safety of 
Afghan cities. Relief agency workers call- 
ed for a survey to be conducted, but they 
have been told by Pakistani authorities 
that such an investigation would be inap- 
propriate — presumably because of the 
sensitive political atmosphere engendered 
by United Nations peace talks due to re- 
sume in Geneva on June 16. © 








Last year Western diplomats dismissed | 





reports of hunger and, in some cases, star- 
vation. They said there was no clear evi- 
dence of a food crisis inside Afghanistan. 
But refugee officials said that was because 
of the nature of the country: the rugged 
terrain, huge distances and poor com- 
munications all weighed against attempts 
to make sense of fragmented and often 
contradictory reports filtering in from the 
battlefield. "s 
Guerilla sources have long complained 
of a systematic policy by security forces of 
destroying harvested crops, burning fields 
and buying up or seizing food stocks to 
deny food to insurgents and civilians alike. 
They admitted that divisions within the re- 
sistance and the disruption of traffic along 
the few good roads aggravated the prob- 
lem. In fact it was.largely the food crisis 
which compelled Ahmadshah Massoud, 
guerilla commander in the Panjsher Val- 
ley, to agree to a six-month ceasefire with 
the Soviets. б 
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stud as researchers and 
nched a study of the state of food pr 
tion in Afghanistan. He avoided co 
tious political issues and has produced 
thy and, by any standards, highly 
ective analysis. His findings are startl- 







survey results show that in 1982 wheat 
duction was on average down to 20.4% 
e.1978 level: Similarly, corn produc- 
was 23% of the 1978 total, rice 2696, 
% and cotton slightly in excess of 

ien more alarming were his figures 
iarvest. which produced only 
"previous year's crops... This 

that the decline in agricultural 
ti accelerating sharply. 


H 


Сиз survey also showed that a 
bour shortage had become marked. 
78 a farm would have had an average 
‚6 labourers, but four years later this 
d fallen to 2:2. Fully 52% of the country's 
our force was absent — and he says the 
ber of workers continues.to. decline. 
terms of acreage cultivated, his survey 
nd that whereas.in 1978 an average 
m would have 46% of its land culti- 
ted, by 1982 the proportion had sunk to 
mere 16% 8 | gs 

By 1982 the yield of wheat, in terms of 
ight of produce per land unit, had fallen 
54% of the 1978 level. Rice had fallento 
95 of the 1978 yield, barley (0:60% and 
tton to 70%. The decline in yield was 
о accelerating: in.1981:the wheat yield 


lowing year the figure was reduced by a 
dden 16%. The price of wheat seed had 
ared — by 145% between 1978 and 
2. There was a decline in-the use of all 
isets. The national irrigation systems 
were not being adequately maintained. 
The survey document concludes: "The 
rts of food shortages in Afghanistan 
substantially confirmed by the results 
our survey. In all of the five major 
Ops, there has been a uniform decline in 
production. The 1982 harvest has yielded 
between one-quarter and one-fifth of that 
:1978. The. latter harvest may Бе as- 
sumed to have provided sufficient food for 
ie. population of Afghanistan at that 
time. Although it is probable that the 
ulation has declined by something ap- 
oaching one-third, clearly the present 
icultural production can іп по way süs- 
tam the remaining population. 
= “Indeed, one measure of the govern- 
ment's acknowledgment of the food de- 
ficit is the import in 1982 of 240,000 tonnes 
of wheat from the Soviet Union. This is 
unfortunately a cóld comfort, as the same 
factors which have depressed production 
- poor logistics, high transport costs, lack 
of access by government services to the 
bulk of the rural population — will pre- 
vent those in need from receiving their 
share of this import. The causes of this 
disaster remain with us, and this is perhaps 
the most dismaying fact of all...” 

































Wheat is the staple crop in Afghanistan. 


s still 70% of the 1978 level; but by the: 
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‘Mahathir’s cabinet re 
‘widens representation and avo 





S 





shuffle 


By K. Das 
Kuala Lumpur: 
Seri Mahathir Mohamad has announced 
his third cabinet since he took office in 
July 1981, again demonstrating that when 
it comes to party politics he is more con- 
cerned with. maintaining stability than 
with experimentation or. radical change. 
Mahathir replaced four ministers who had 
resigned in the past three months, pro- 
moted five men tó deputy ministerial posts 
and appointed four new parliamentary 
secretaries. At the same time, he scotched 
some of the wilder rumours which had 
been circulating. ОС 

The main body of the cabinet remained 
unchanged. except that Tan Sri Chong 
Hon Nyan, who was health minister, 
took over the transport portfolio from the 
recently resigned president of the Malay- 


` sian Chinese Association (MCA), Datuk 


Lee San Choon. 


The new ministers include the former - 
. president of the Malaysian Muslim youth 
movement Abim, Anwar Ibrahim, whose: 


rise has been among the most meteoric in 
recent local politics: he joined Mahathir's 
United Malays National Organisation 


(Umno) at the end of March 1982, won a 


parliamentary.seat within weeks and was 
immediately appointed.a deputy minister 


in the Prime Minister's Department: 


He now becomes a full minister just 14 
months after he was invited to join Umno. 
His portfolio — culture, youth and sports 
— was formerly held by Datuk Mokhtar 
Hashim, who is now appealing against his 
conviction and sentence for murder. .. 



















































Prime Minister Datuk | Ах 35, Anwar is the second-youngest 


member of the cabinet. One year younger 
is Datuk Sharir Samad, an economics 
graduate and former deputy trade and in- 
dustry minister, whose rise was not sur- 
prising because he was obviously being 
groomed with care. He not only hails from 
Johor, the home state of Deputy Prime 
Minister Datuk Musa Hitam, but began as 
Musa's political secretary. Under former 
prime minister Tun Hussein Onn, also 
from Johor, Sharir became deputy finance 
minister. His new post as Federal Territ- 
ory minister will keep him in the centre of 
politics and will involve him in the battle 
for the largely Chinese votes in the Feder- 
al Territory area, which have traditionally 
gone to the opposition Democratic Action 
Party. Sharir's portfolio.was formerly held 
by Datuk Pengiran Othman Rauf of Party 
Berjaya in Sabah, who quit at the end of 
April after disagreements with the party's 
chief, Datuk Harris Salleh. — 

The man from Sabah to fill the state's 
slot in the cabinet is Datuk James Ongkili, 
deputy president of Berjaya and former 
deputy chief ministerof the state. A 
former academic; Ongkili takes over the 
post vacated by the minister in the Prime 
Minister's Department, Datuk Mohammed 
Nasir of National Front component Party 
Berjasa. Since Berjasa has no parliamen- 
tary seats, it is no lotiger represented in 
the cabinet. Ongkili’s presence in the 
Prime Minister's Department is expected 
to go some way towards smoothing rela- 
tions betweem Kuala Lumpur and Sabah. 


| Setback in the states 


The ruling National Front loses a rural by-election after 


Kuala Lumpur: For the second time in 
eight months the ruling National Front 
was rebuffed by the Chinese electorate 
that had ostensibly given the government 
a decisive mandate in a general election 
only 13 months ago. On June 4 in the 
Pahang state constituency of Bandar 
Raub, National Front candidate Chua 
Hung Kim was beaten by the opposition 
Democratic Action Party (DAP) candi- 
date, Lip Tuck Chee, by 1,846 votes. The 
front had held the seat with a majority of 
1,819 votes in the general election. The 
DAP also beat the front in a Perak state 
by-election late last year. 


The DAP victory in Bandar Raub 


shocked ће National Front, which had ex- 


pected їо win easily in. a constituency it . 










-a campaign centred on Malay language policies 


had held since independence in 1957. 
Until late in the campaign, which lasted 
two weeks, the full force of the aggressive 
National Front style was not evident. The 
only. federal minister. from the United 
Malays National Organisation (Umno) to 
show up was Trade and Industry Minister 
Tunku Ahmad Rithauddeen. 

The DAP emphasised what it called the 
one-language, one-culture problem, im- 
plving that the government was pushing 
Malay language and culture at the expense 
of the “people's own language and cul- 
ture" — meaning Chinese. Bandar Raub 
has 13,000 voters, of whom 9,600 are 


Chinese and 2,500 Malays. 


The DAP also pressed the issue of the 
Chinese-language Merdeka University, 


eT aa. ree - 





The fourth newcomer to the cabinet is 
Datuk Chin Hon Ngian from the MCA. 
He takes over the Health Ministry from 
Chong, who was health minister for five 
years. 

Apart from satisfying the component 
parties of the National Front by giving 
them cabinet seats, the prime minister 
said he wanted to satisfy regional aspira- 
tions by making representation wider than 
in the past. There are 14 Umno ministers 
holding 16 jobs, with the prime minister 
and his deputy also holding the defence 
and home affairs portfolios respectively. 
The MCA controls four portfolios, while 
the Malaysian Indian Congress, Party 
Gerakan, Berjaya, the Sarawak United 
People’s Party, the Sarawak National 
Party and the Party Pesaka Bumiputra 
Bersatu all hold one post each. 

For many years Penang was not rep- 
resented in the cabinet, but now it has two 
ministers — Anwar and Datuk Abdullah 
Ahmad Badawi in the Prime Minister’s 


which was refused a charter by the govern- 
ment last year. The party contrasted this 
to the government's subsequent decision 
to build an international Islamic Univer- 
sity, which in Chinese minds often means 
further imposition of Malay cultural 
values. New legislation requiring Chinese 
signboards to be replaced was also ques- 
tioned. 


he government candidate, aged 60, was 
a liability. A prosperous businessman 
in a poor area, Chua was new to politics 
and did not have a history of mixing with 
the areas’s market gardeners, farmers and 
shopkeepers. The National Front's pro- 
mise to develop the region was em- 
hasised by a grant of M$80,000 
(US$34,700) just as the campaign began. 
But local voters were mindful that water 
and electricity were promised to the area 
13 years ago. Until a few days before the 
campaign, nothing had been done. 
There is little doubt that the defeat of 
the National Front candidate is a boost for 
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Try EX 
Department. The tiny state of Perlis, 
which has never had a minister, is now 
represented by a deputy minister in the 
Prime Minister's Department — Radzi 
Sheikh Ahmad. Another first was the ap- 
pointment of an MCA member from 
Kedah, part of the predominantly Malay 
belt which runs along the top of the penin- 
sula and down the east coast. He is Oo Gin 
Sun, who was chairman of the parliamen- 
tary Public Accounts Committee until the 
cabinet reshuffle. 


he concession to the Chinese may not be 

too obvious, but there is a move to ap- 
point one more minister without portfolio 
as ambassador to the United States, The 
man chosen is Datuk Lew Sip Hon, who 
resigned his post as deputy trade and in- 
dustry minister just before the changes 
were announced. According to a top gov- 
ernment official, while there is no ques- 
tion of the diplomatic skills of the present 
ambassador in Washington, Datuk Zain 
Azrai, what the government wants is an 
expert on commodities such as rubber and 
tin to negotiate on a day-to-day basis. 

Lew, who headed the Malaysian Rubber 
Exchange and Licensing Board and has 
been involved in several commodity agree- 
ments over the years, was seen as the logi- 
cal successor. Lew will also have extra 
clout at the negotiating table as a full cabi- 
net minister. The date of the appointment 
is yet to be fixed. He will be the second 
minister with such a position — the other 
is Datuk Mohamad Rahmat, former infor- 
mation minister and now ambassador to 
Jakarta. 

Another Chinese appointee was the 
MCA's youth leader, Datuk Lee Kim Sai, 
now a deputy minister in the Prime Minis- 
ter's Department. Lee, a controversial fig- 
ure who has clashed openly with Umno 
leaders in the past over Chinese education 
issues, is now seen as too senior to be ig- 
nored, particularly as he has considerable 
grassroots support within the MCA, 





the DAP, which lost 13 of its 25 state as- 
sembly seats in 1982. Party secretary-gen- 
eral Lim Kit Siang said in an interview that 
for a long time the party could not pene- 
trate Pahang, an east coast state with 
Malay majorities in most of its 32 state 
constituencies. In 1982 the party had won 
one seat there and narrowly missed 
another, by only 38 votes. With two seats 
in the Pahang assembly, the party is now 
looking at the state with more confidence. 

But the real prize for the DAP still lies 
close at hand. When the president of the 
Malaysian Chinese Association, Datuk 
Lee San Choon, resigned recently as both 
party leader and transport minister, he 
also announced he would quit his par- 
liamentary seat in Seremban, which he 
won last year from the DAP's chairman, 
Chen Man Hin. The DAP now has to turn 
around only 850 votes to recapture the 
seat. It will be a serious testing time for the 
DAP, because a victory will mean coming 
out of the cold again as far as many 
Chinese here are concerned. — K. DAS 
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In 1986, the two luxurious 
new Westin Hotels of Raffles 
City will open, creating the 
largest, most modern conven- 
tion centre in Singapore. 

With 2 grand ballrooms and 
45 other meeting areas total- 
ling over 6,000 square metres 
(65,000 square feet), plus 20 
restaurants and lounges, a 
health club, tennis courts and 
aswimming pool, it’s the ulti- 
mate meeting place. For busi- 
ness or pleasure. 

Sound interesting? For your 
free copy of “The Ultimate 
Meeting Space,” attach your 
business card to this ad and 
send to Westin Hotels: in Lon- 
don, 7-8 Conduit St., London 
WIR 9TG, United Kingdom 
(Telex 22144); in Tokyo, Yura- 
kucho Bldg., #405, 1—10-1, 
Yurakucho, Chiyoda-ku, Tokyo 
100 (Telex 2224507); in Singa- 
pore, Level 7, PIL Bldg., 140 
Cecil Street, Singapore 0106 
(Telex RS 22206). 
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` acting president, 
`ˆ Local Government Datuk Neo Yee Pan. 









even if he does ye with the 
ister of Housing and 
Lee’s placement in the Prime Minister's 
Department is seen as a recognition of the 
relative importance of the MCA — the job 
was formerly held by Goh Cheng Teik, 
from Malaysia’s other Chinese party, 
Gerakan. Goh is the new deputy agricul- 
ture minister. 


he most popular rumour before the re- 

cent changes was that Finance Minister 
Tunku Razaleigh Hamzah would be drop- 
ped from the cabinet, together with 
Foreign Minister Tan Sri Ghazali Shafie. 
The argument was that both of them were 
not close to the prime minister, and that 
Razaleigh himself was a potential rival to 
both the prime minister and his deputy 
and could challenge them at next year's 


_ Umno election. While it is generally con- 


ceded that a battle for the party, and thus 


_ the government leadership, is very likely 
- to take place in 1984, it is clear Mahathir is 


more inclined to try to neutralise the chal- 


- lenge over the coming months than to risk 
— splitting the party by dropping the finance 


minister. 

Razaleigh's dismissal would certainly 
have split Umno and caused serious dam- 
age to the party. The contest for the 
deputy premiership in 1981, which 
Razaleigh lost to Musa, caused rifts within 
the party which are yet to be completely 


- healed. Another blow to Razaleigh, ac- 


cording to virtually every analyst here, 
was too dangerous to risk. 

The theory that Razaleigh's involve- 
ment as finance minister in the Bumiputra 
Malaysia Finance affair in Hongkong 
would result in his dismissal from the 
cabinet is treated by Umno officials here 
as "typical foreign thinking." Razaleigh 
was not directly involved in the questiona- 
ble loans made to property developers 
Carrian, Eda and Kevin Hsu, though as fi- 
nance minister he was seen as having some 
responsibility in the activities of govern- 
ment-owned Bank Bumiputra. 

Ghazali's future was expected to de- 
pend on the outcome of the inquest into 
the death of his flight companions in an air 
crash last year. At the end of the inquest 
held just before the reshuffle, the coron- 
er's court's powers to rule on the accident 
were challenged, and the coroner post- 
poned his judgment until June 22. But 
there is now doubt as to whether Mahathir 
would have been influenced by the judg- 
ment anyway. It is argued that if the judg- 
ment was essential, he could have easily 
postponed his reshuffle for three more 
weeks. 

It is nevertheless argued that there will 
be more changes next year, after the battle 
for the deputy presidency of Umno, when 
the question of succession will be decided 
between Musa and Razaleigh. While 
there is no doubt that both Razaleigh and 
Ghazali are regarded as very good minis- 
ters, it is equally clear that there is now a 
good number of able men in the second 
and third echelons of government. There 
will be no shortage of candidates from 
which to choose. 


PHILIPPINES 
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An acceptable price 


An agreement on increased US compensation for use of military 
bases in the country comes in for praise and criticism 


By Sheilah Ocampo-Kalfors 


Manila: Despite calls from a coalition of 
groups for abolition of United States mili- 
tary bases on Philippine soil, a new agrec- 
ment on the bases has been reached, 
hailed as demonstrating a new level of 
understanding between Washington and 
Manila by the head of the Philippine 
negotiating team, Ambassador to the US 
Benjamin Romualdez. 

The agreement was concluded follow- 
ing a five-year review of the 1979 treaty 
governing the bases, and a new compensa- 
tion package and the resolution of issues 
relating to Philippine sovereignty over 
them appeared to have satisfied President 
Ferdinand Marcos, who has criticised the 
1979 treaty. 

Under the new seven-point agreement, 
reached on June 1, the US will pay 
US$900 million in so-called security assist- 
ance for the five-year period beginning on 
October 1, 1984. The US had agreed to 
pay US$500 million in compensation for 
the bases for the previous five-year 
period, which began in October 1979. 

Under the new scheme, US$475 million 
is to go to an economic support fund used 
to improve conditions around base areas; 
US$300 million is earmarked for military- 
sales credits, and US$125 million will be 
provided in military assistance. Although 
the new compensation package fell far 
short of the reported US$1.5 billion 
sought by Marcos, the president called it 
"sufficient for our needs" at a press con- 
ference following the formal signing. 

A ticklish issue which Manila pressed 
when the talks began in April was that of 
Philippine sovereignty over the bases. 
Numerous restrictions imposed by the US 
on Filipino commanders at Clark air base 
and Subic Bay naval base were seen as in- 
fringements оп Philippine sover- 
eignty. Although the bases came under 
Philippine control in 1979, Marcos has 
complained that many base areas re- 
mained closed to Philippine commanders 


and that commanders are not able to 
monitor men and materials entering and 
leaving the bases. Only US commanders 
have access to certain strategic base areas 
and information, Marcos said. 

In a move to mollify Manila and, to 
some degree, critics of the bases accord, 
Washington agreed that notwithstanding 
the 1979 agreement provision of *unham- 
pered military operations involving its 
forces in the Philippines," there would be 
"prior consultation" on military combat 
operations, though with some exceptions. 
The US also agreed this time around to 
keep Manila “fully informed" about the 
activities of its forces by allowing Filipino 
commanders access to all areas of US mili- 
tary facilities "except eryptographic areas 
and areas where classified equipment or 
information is located." Access to these 
areas, the new agreement states, will be 
conducted "in accordance with mutually 
agreed procedures." 

Furthermore, the US agreed to inform 
Manila “within a reasonable period" of 
current levels of US forces permanently 
stationed in the Philippines and about 
their equipment and weapons systems. In 
case of a major change in the numbers of 
US forces stationed in the country, or in 
their equipment and weapons systems, the 
US is to notify the Philippine Govern- 
ment. 

Also pertinent to the sovereignty issue 
was the demand that US military person- 
nel respect Philippine law. Under the 
agreement, members of the US military, 
its civilian employees and their depen- 
dents are to be instructed *to respect the 
laws of the Republic of the Philippines and 
to abstain from any activity inconsistent 
with the spirit of the military bases agree- 
ment and, in particular, from any political 
activity in the Philippines." 

This particular point in the accord 
raised questions among groups opposed to 
the bases. Former senator Jose Diokno, 
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| affairs.” " He added that the US had not 
reed to abstain from fighting “subver- 





litical, problem. 

iokno also took issue with the money 
rked for improving the areas 
around US bases, particularly those sur- 
unding ‘the Clark and Subic Bay 
acilities. Referring to the economic-sup- 
rt fund contribution as a “worthless 
“Diokno said the bases will never fos- 
normal Philippine towns, only “better 
р towns with better nightclubs, hotels, 
iscos, whorehouses and other establish- 
ments catering to US soldiers.” The estab- 
hment of schools, markets and roads 
will not dramatically change the “brothel 
economy” of those cities and towns that sit 
astride the sprawling military bases, he 
‘said. 





















































efore the new agreement was reached 
there was speculation that the US 
would seek assurances that the bases treaty 
would be extended beyond its 1991 expiry 
ate. Thé new agreement madé no com- 
“mitments on this, but the US apparently 
gained leverage when it liberalised the re- 
-payment time-frame for military-sales cre- 
dits to extend beyond 1991 to October 
O18, thus ensuring the bases’ continuity 
-even beyond Marcos’ likely stay in gov- 
ernment. 

_ The new agreement also provided that 
the two governments will discuss prob- 
lems related to labour and taxation of 
Filipinos working at the bases. The gov- 
гегптепіѕ will seek to revise a 1968 labour 
| agreement so as to reduce, if not elimi- 
.nate, inequalities in wages and other 
fringe benefits of Filipino workers who 
work with better-paid US civilians. Both 
governments also agreed to establish a 
joint committee to resolve issues involving 
implementation of the. agreement, The 
committee is expected to be formed soon, 
¿with representatives most probably com- 
ing from the US and Philippine military 
establishments. 

Marcos said the Manila government 
had taken into account the views of those 
«who advocate the removal of the bases, 
~~ but that "it is our considered judgment 

'that the military bases agreement would 
not be terminated abruptly without dis- 
rupting a basis of international relations 
which has certain strategic utility for the 
region and, to some degree, for the whole 
world." He said he had received *encour- 
,agement from other Asian countries... " 
to continue the present arrangement with 
the US. 

Manila also signed on May 21 a draft 
joint-defence plan with Washington which 
would. be coordinated under the mutual 
defence treaty the country has with the 
US. Details of the plan have not been 
made public as yet. It was described only 
as a joint effort in the "defence of the 
Philippines in the context. of the. threat 
Paay” | 8 
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By Colin James 


‘Wellington: A procession of American 


officials and defence officers has recently 
passed through New-Zealand reaffirming 
the importance of е Anzus (Australia, 
New Zealand and United States) treaty 
and asserting that-visits by nuclear war- 
ships to New Zealand are an integral part 
of the agreement. Similar reaffirmations 
have come. from New Zealand Govern- 
ment ministers. "But the opposition 
Labour Party, now comfortably ahead in 
the public opinion polls and tipped to win 
the next election, due by the end of 1984, 
appears set to harden its anti-nuclear 
stance, despite an attempt to moderate it 
by its new leader, David Lange. —— 

Lange raised the issue in late March in a 
speech to thé American Chamber of Com- 
merce in Auckland. There, and in sub- 
sequent interviews, he suggested a New 
Zealand policy closer to that of the Aus- 
tralian Labor government: allowing nu- 
clear-powered, but not nuclear-armed, 
warships to visit New Zealand; His state- 
ments came after discussions with US Am- 
bassador H. Monroe Brown and. Austra- 
lian Prime Minister Bob Hawke 

The remarks raised a hornets' nest in- 
side the Labour Party, which has voted 
overwhelmingly at its national confer- 
ences in recent years to ban all nuclear- 


;powered ships and to withdraw from 


Anzus and all nuclear military alliances. 
The. ban on nuclear-powered. ships has 
been also official party policy; but the 
party's policy council —a committee with 
equal representation from the parliamén- 


‘tary and organisational wings of the party 


— has toned this down to a “review,” with 
greater emphasis on cultural and other ties 
with the US to redress what it sees as an 
overemphasis on defence. 

Two regional conferences of the party 
— in Wellington and Auckland — sub- 
sequently forcefully reaffirmed the na- 
tional conference policy, despite a plea by 
Lange to the. Wellington conference to 
make a policy that was workable and sale- 
able to the electorate and not to get “side- 
tracked" on the issue of nuclear propul- 
sion. He argued that the party's commit- 
ment to а nuclear-free New Zealand and 


nuclear-free zone: inthe South Pacific 


would not bé compromised by allowing 
nuclear-powered vessels to pass through 
the zone. 

The party disagrees, resoundingly. Ata 
special meeting of the party's MPs in early 
April Lange was-sharply and intensely 
questioned. 'The party president, Jim An- 
derton, publicly rebuked Lange by issuing 


‘a statement defining existing Labour po- 


licy. Ann Hetcus, a powerful figure in the 


party, said Lange's proposal reduced the 








Tr e opposition party is likely to harden its policy, which 
will have serious implications for the Anzus pact 


party's. nuclear-free zone proposal. to 
“Clayton's” status — a reference to anon- 
tie drink promoted in New Zealand 
“the drink you have when. you're. not 
afin a drink." ; 
The upshot is that a paper. is ow кеййр 
prepared bythe policy council togo to the 
party's annual conference in September 
setting out options. Constitutionalists in- 
side the party believe that this move is 
likely to mean that the conference deci- 
sion will bind the policy council — and 
thus probably for the first time:;make a 
total ban on nuclear-powered warships 
mandatory policy. It may also mean that 
the anti-Anzus stance of the party confer- 
ence may be forced into official policy. 





E if it does not, the US may take it to 
amountto that. Ithasinsisted thatsend- 
ing nuclear-powered ships — which may or 
may not be nuclear-armed — to New Zea- 
land is an essential element of the treaty 
arrangement. A string of visits, beginning 
with that of US Secretary of Defence Cas- 
par Weinberger, has been intended to 
convey a concerted message. Although 
the visitors were cautious ог non-commit- 
tal in public on Labour Party policy, the 
message was firm. Adm. Robert Long, 
the retiring commander-in-chief of US 
forces in the Pacific, said a ban ori nüclear 
ships would be a blow to Anzüs. Assistant 
Secretary of State for East Asia and the 
Pacific Paul Wolfowitz said the ability to 
make port calls in New Zealand contri- 
buted substantially to the US peacekeep- 
ing role. 

The New Zealand Government has 
echoed the American view, arguing the 
need for a small country to shelter behind 
an alliance and stressing the value of a nu- 
clear deterrent. Visits by nuclear ships are 
welcomed — Prime Minister Robert Mul- 
doon made a point of visiting the nuclear 
warship Truxton when it visited last year. 
The government supports, but does not 
actively promote, the concept of a nu- 
clear-free zone in the South Pacific and 
last year blocked a Labour bid to declare 
New Zealand nuclear-free, 

The concept of a nuclear-free New Zea- 
land is not dead, however. The nuclear 
issue is under study by a select committee 
of parliament and one National Party MP, 
Marilyn Waring, who last year argued in a 
paper for modification of the American al- 
liance, has hinted she may support the 
Labour Party and the Social Credit Politi- 
cal League in.a renewed bid for a nuclear- 
free New Zealand when the committee re- 
ports. The government has a slender 
majority and: her vote would tip the ba- 
lance. ; 
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“ho makes Datsuns safer 
|. making them easier to drive? 








Who else ыл...М ISSAN. 
e T ii ja That's because Nissan believes that the more 


E control you have of your саг, the safer you are. 
B So we used all our technological skills to make 
our Datsuns as easy to drive as possible. 

We enlarged all window glass areas, front and 
rear, for better visibility. And designed instrument- 
cluster layouts SO all information would be more 


accessible to your eyes. 
We also improved Datsun S straight-line driving 
characteristics, steering stability and maneuverability, 


to counteract drive fatigue. 
Of course, We used the best, most dependable 


automotive safety features possible. 
And every one of our cars is an example of 
our advanced approach to car-making. 
Because whether we call it Nissan ог Datsun, 


the same kind of innovative, technological thinking 


goes into every car we build. 
Specifications and equipment may vary acc 








ording to market. 








DATSUN PICKUP 


ONE AND THE SAME 
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ADD SOUND TO 
JET ENGINES TO MAKE 
AIRPLANES QUIETER. 


Two airstreams exit from ajetenginein _ Ў 
operation—a hot, fast central соге апфа — 
cooler, slower outer layer. When they mix, _ 
they become chaotic. This turbulence. ~ Ӯ 
causes ап unpleasant low-frequency rumble, 

We're finding new ways to control the 
turbulence by adding sound to smooth the 
flow. The smoother the flow, the quieter the 
airplane. The gentle symmetry you see here 
could mean a quieter ride in the future— 
quieter for the people aboard the plane, 
quieter for the people on the ground below. 

We're making breakthroughs not only in 
aerospace but also in health care, informa- 
tion processing and energy. 

We're McDonnell Douglas. 





FIRST CITY. 
REACHING FURTHER, 
DOING MORE 
IN TEXAS BANKING. 


OUR STRENGTH AND STATEWIDE NETWORK 
MAKE US ONE OF THE STATES FINANCIAL LEADERS. 


As a major financial institution total assets. We are the largest financial strength and statewide 
in Texas and the Southwest, First financial institution in Houston, connections have continued to 
City has a long-term commitment the largest city in Texas. And help further business and industry 
to maintaining its leadership role. ^ were also part of a growing net- in Texas. 

And we have the resources to work of more than 60 banks all And with a keen perception of 
back that commitment. across Texas. markets around the world and 

As First City National Bank of Despite some of the economic offices in key markets, First City 
Houston, we are the lead bank realities that the nation is experi- — is committed to helping you par- 
of First City Bancorporation of encing, First City is still enjoying ticipate not only in Texas growth, 
Texas, a bank holding company a favored position in this premier but in regional and international 
with more than $16 billion in growth market. Thats because our growth as well. 





FIRST CITY NATIONAL BANK FIRST CITY BANCORPORATION 
OF HOUSTON OF TEXAS, INC. 


Financial Position (In Thousands ) Financial Position (In Thousands ) 


December 31, 1982 December 31, 1982 
TOA 2560S ys oos erui evt $9,921,239 A OE scit dh xe mes ere $16,567,101 


S TEE TM rm 5,032,506 Әб. aonane нен 92907 18 
Ji RT 7,908,839 Реровів „а. a eae oe ашыка 13,354,883 
ое АЗ ў Shareholders’ equity ........... 887,098 


First City National Bank of Houston 
Member First City Bancorporation of Texas, Inc., a bank holding company with more than 60 member banks throughout Texas 
MEMBERS FDIC © 1983 FCBOT 


MAIN OFFICE (International Division ) 
1001 Fannin Street, Houston, Texas 77002, Telephone: ( 713) 658-6670, Telex: FIRSTBANK 762429, Robert C. Howard, Executive Vice President 


LONDON BRANCH 
99 Bishopsgate, 20th Floor, London, EC2M 3XD, England, Telex: 885535, Swift: FCNB GB2L, Telephone: (01) 628-2491 
J. Pat Parsons, Senior Vice President and General Manager 


SINGAPORE BRANCH OFFICE 
2307 Ocean Building, Collyer Quay, Singapore 0104, Singapore, Telex: RS25478, Swift: FCNB SG5G, Telephone: (65 ) 222-4903 
Michael R. Conwell, Vice President and General Manager 


FAR EAST REPRESENTATIVE OFFICE 
New Tokyo Building, Room 309, 3-1 Marunouchi, 3-chome, Chiyoda-ku, Tokyo, 100 Japan, Telex: J23759, Telephone: (03) 213-1055 
Naonobu Okuda, Vice President and Senior Representative 
MIDDLE EAST REPRESENTATIVE OFFICE 
Manama Center, Suite 505—Section 1, Manama, State of Bahrain, Telex: BN 8547, Telephone: (973) 230-979, Е Dieter Bientrexler, Assistant Vice President 


NASSAU BRANCH 
PO. Box 2557, Houston, Texas 77001, Telephone: (713) 658-6048, Telex: FIRSTFOREX HOU 775983 


First City Bancorporation also has International Departments at: 
FIRST CITY BANK OF DALLAS, Telephone: ( 214 ) 655-8000; and FIRST CITY NATIONAL BANK OF EL PASO, Telephone (915) 546-5700 


Our “firsts” put us on top. 
R&D keeps us there. 


Over the years, Brown & Root's 
Marine Engineering has accu- 
mulated a long list of “firsts,” 
many of which have changed the 
entire industry. 

Back in the 1930's, Brown & 
Root was the first company to lay 
an offshore pipeline. Less than ten 
years later, we were the first to con- 
struct an offshore platform in the 
open waters of the Gulf of Mexico. 

In the 19605, we were the first 
to develop pre-fabrication methods 
for platform jackets and to fabri- 
cate and install a platform in the 
rugged North Sea. And we were 
the first to design, fabricate and 
install a single-piece jacket taller 
than 700 feet. Now we're working 
on the first guyed tower and ten- 
sion leg platforms. 

Today, nearly 100 full-time 

| engineers in Brown & Root's 

' Marine Research & Development 
Department are busy working on 
new projects. They're studying 
new pipelaying techniques and 
deepwater structure configura- 
tions. And they're responding 
to special requests from all over 
the world, developing special 
equipment to handle emer- 
gency situations. 

The Marine Research & Devel- 
opment Department will always 
play a major role at Brown & Root. 
They developed the "firsts" that 
put us on top of the offshore engi- 
neering industry. And they're 
working on more "firsts" to keep 
us there. 
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J Root, Inc 
And Eo Companie 


A Halliburton Company 


PO Box 3. Houston, Texas 77001 
An Equa! Opportunity Employer 








Hirst 


Theres no one quite like her. 
Shes warm and friendly. With a style of her own. And no wonder. Her attentiveness 
and sunny smile come from a tradition of Philippine hospitality ages old 





Asia's first ladies. On Asia's first international airline. More reasons why Asia's first 
airline still is. 





Asia's first airline. 


Amsterdam. Athens. Bahrain: Bandar Seri Begawan-Bangkok- Brisbane-Canton-Dhahran-Dubai Frankfurt- Hong Kong-Honolul 


1: Jakatta-Karachi-Kota Kinabalu 
Kuala Lumpur-Kuwait-London-Los Angeles-Manila-Melhourne-Paris-Peking-Port Moresby. К yme-San Francisco 


Seoul- Singapore-Sydney -Taipei-Tokyo-Zurich 
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eavy downpour in 


lephone company | 


employee certain house- 
holderto ask if the telephone was affected. 
An unsuspecting servant said everyone 
else's telephone" was. dead but, thank 
God; not his master's. It too, went off an 
hour later and was still not working three 
days later. The frustrated. subscriber 
cursed his servant for his stupidity, then 
set off for the. telephone exchange to 
negotiate a price. Those who need to use 
_ telephones at home in Colombo — law- 
yers, doctors, etc. pay 
(US$1.25-2.10) per month to the tele- 
phone company's staff to ensure uninter- 
rupted service. 
e. RECENTLY (REviEW, May 12) we 
reproduced a circular from a South Ko- 
rean dry-cleaners which was somewhat 
difficult to understand. Yet another 
_ company — the Siloam Laundry — pro- 
duces a rival circular: 


Information to be use laundry 
It is waiting for everybody on teams.to be 
formed as human technology to be im- 
ported supper machine in the thought 
of this Siloam laundry. 
Supper (modern) machinal function 
Petroleum smelling is nothing. 
. Inflammability is nothing. 
Washing power.is strong. 
' It shall have cleaning about 30 minute at 
once in order to person that want it 
|. quickly. 
“Тобе necessary to be sent washing cloths in 
human hotel is nothing. 
Therefore, it is to satisfy regular price. . 
Colour and material is to change. 
Sterlizing power and strong mold is not to 
born. 
It is to be soft that damage of textile while 
washing time is short. 
Wonderful specification 
Siloam laundry, ©. 
. Colour is not change t 


(quality) -of 


› be dray air not fo 





s on fast. (One. pair of fore. 


E 
gin cloth is on 30 minute) 
Dirty and spot has washed completely and 
colour of resource is to stir up again. 
It is not to give damage to textile and is soft 
and colour of resource is to stir up 
again. 


' Mold and moth and sterlizing power is to 


strong, is not to born. 


The effect is to increase more as to high | 


good clothe. 

And Other function 

To be use cleaning machine as campter 
pork and to use modern electronic 
machine and to be selected machine to 
meet on kind of textile and it is to.sup- 
port cleaning of light natural colour. 

White washing clothe is more large for the 
effect. 

Information enterprise, 

General dry cleaning: Wool and cotton and 
silk and DC (cotton-crude petroleum) 


Home despatch cleaning: Blanket, bed, | 
accessary, | 


seat, carpet, soffa. home 


mink, other etc. 


Special dry cleaning: Mink semu, leather, | 


car-seat, hotel, hospital. public office, 
pharmaceutics incorporation co.. 
terprise washing clothe unity. 
Dyeing: Museutang skin Repair Dye. 
It is to lead on the way that quest and per- 
son want all unity. 


® THE delights of Chinese cuisine con- 
tinue to fail to achieve adequate in- 
terpretation into the English language. 
Willem Irik of Singapore sends the fol- 


| lowing text of a circular inviting custom- | 


ers to patronise the Oriental Gourmet 


i restaurant: 


Rs 30-50 нау good foods & services with reason- | 


| able charges tinkles your mind everytime | 


you care to look for a Restaurant. 
We would like to take the pleasure to in- 
vite you to our exclusive Restaurant for any 


| occasion whether on business entertain- 


ment or family dinner. We cater for the 
most glaucourous to economical delicacies, 


| serve by a crew of courteous staff.* 


| are imaginatively named, but, 


As Irik remarks, "mind-tinkling" 


could be a conditioned response as ex- | 
perienced by Pavlov's dogs who presum- | 


ably salivated when confronted with an 
economical delicacy, provided it was not 
excessively. glaucourous — їп other 
words, a dull, greyish-green colour. 

e TONY Chan sends in a truly poetic 
menu front the Caneson Hotel in the 
Cameron Highlands. Chinese dishes 
when 


| translated word for word into. Eng- 


| 





| MOON 


lish, leave the diner somewhat uncertain 


of their content: The menu includes: 


CHINESE FLAVOURS 
VICTORIOUS CHICKEN 
TECHNICOLOUR COLD CHICKEN 
SAPPHIRE CHICKEN 
SEVEN STARS ACCOMPANYING 


THREE MUSKETEERS. AMIDST BAMBOO 
SHOOTS 


THREE MUSKETEERS SWIMMING IN Е ISH 


STOMACH 
FRIED CRAB BALLS WITH :РНОЕМІХЅ 
LIVER 3 


en- | 


FULL | 


arek Davie 


BIRDS: NESTS OF THE SOUTHERN MOUN 
TAIN 
CRISPY PIG: 


 Absohutily pO! 
e SO пы of the ‘superstars of the e 


| machine, subsequently ро 
| feet of vem hui 


` was with the sid great comedian. —— 
In one passage of the book, Seller: 

son describes the star’s mixed reaction 
| to animals — he goes out to shoot some 
| beautiful fantail doves which presumet 

nest under the gable of his countr 
| house, but hails each and every pet asta 
| future champion of Cruft’s.” Later o 
| the same page, Sellers takes strong ol 





| jection to a foul-mouthed parrot who hi 

| been taught to say “Bollocks,” ane 
| which is duly returned to the pet- 
shop. 

Hugh Hardwick bought a copy of a pi- 
rated Taiwan edition of the book. A mi 
placed asterisk comes after the word bo 
locks and a footnote hilariously explain: 
| that it means “an annual dogsho! 
founded by Charles Cruft in 1891." = 
e HEADLINE on setting up of a со 
mission on women in Islambad's Th 
Muslim, supplied by Idris Khan: 


Report on 
women's body. 
submitted 


e HEADLINE in Manila's Times Jour 
nal: 


Heads roli 
at garbage 
agency 











SAUL LOCKHART 


PAPUA NEW GUINEA 


Bumps on the road 


The construction of a new highway by Indonesia 
spotlights problems on both sides of a remote border 


By Peter Hastings 

Port Moresby: In April, a Papua New 
Guinea Government helicopter on a 
routine flight along the southern sector of 
the border with Indonesia discovered a 
road extending from Irian Jaya 4 kms into 
Papua New Guinea. A further survey dis- 
covered two other sections of road cross- 
ing into the country. All three intrusions 
were in fact part of the trans-Irian highway 
that Indonesia is slowly building in stages 
across its 17th province roughly parallel 
with the Papua New Guinea border. 

The border violations occur south of the 
island’s great central mountain range in an 
area which forms one of the world's 
largest, most desolate, swamplands. What 
had happened was clear enough. The area 
is awash with winding rivers running off 
the huge Fly River system. With few if any 
natural features to go by, the road en- 
gineers, who'were Japanese, had made a 
surveyor's error in seeking to cling to 
what little high ground exists in the 
area. 

The intrusions were sufficient to con- 
vince the Papua New Guinea press that 
they were deliberate. One newspaper said 
that the road was aimed at "our gold 
mine," the huge Ok Tedi gold and copper 
mine taking. shape on one of the Fly 
Rivers headwaters. Others attributed 
sinister motives of one sort or another. 
But despite the press reaction and the de- 
spatch of troops to the border, the Papua 
New Guinea Government reacted calmly, 
asking Jakarta for an explanation, for a 
joint survey of the offending road sec- 
tions and a proper determination of posi- 
tion. 


42 


At a subsequent Indonesia-Papua New 
Guinea joint border control meeting in 
Merauke, Irian Jaya, the Indone- 
sians admitted to a probable sur- 
veyor's error after a joint helicopter in- 
spection and agreed to have a satellite 
photograph taken which, a month later, 
confirmed that the road had crossed the 
border in three places. Indonesia has since 
closed the roads at the border intersec- 
tions. 

In Port Moresby the incident is now re- 
garded as satisfactorily settled. It 
nevertheless served to draw attention to 
two significant facts. One is Indonesia's 
apparent long-term plan to settle large 
numbers of Javanese and other non- 
Irianese Indonesians along the border. 
This is the main purpose of the road 
which, when finished, supposedly in four 
or five years, will serve as a trunk for 
feeder roads and farming settlements. The 
other new factor in the situation is the 
changing nature of the border problem — 
especially along the northern sector of the 
border where relatively large populations 
are located. The border runs some 800 
kms from the Bismarck Sea in the north to 
the Torres Strait in the south. 


xtending 32 kms east and west of the 

border is a quarantine zone. On the 
Papua New Guinea side there is supposedly 
a constant watch against importation of 
animal diseases, in particular foot-and- 
mouth disease, and some vegetable dis- 
eases from Indonesia. Within the zone are 
about 50,000 Papua: New Guineans. A 
similar number of Irianese live on the 





Riverside village in Papua New Guinea; Indonesian soldier and customs man in Merauke: the tribespeople don't care. 





western side of the border. Papua New 
Guinea's border villages are among the 
least developed in the country. Crops are 
few, communications are poor and 
economic opportunities are restricted. 
Government plans for large-scale deve- 
lopment have in the past been largely a 
matter of rhetoric. 

Because of the formidable terrain, most 
clan and linguistic linkages run from east 
to west, that is across the border, rather 
than north-south. While they extend only 
a few kilometres across the border in both 
directions, they confront both Papua New 
Guinea and Indonesia with special prob- 
lems; traditional villagers have little con- 
cept of what a border is. 

But more significant these days is the 
steady growth in contact between the 
Melanesian townspeople in Irian Jaya's 
capital, Jayapura, and those in the small 
north coast Papua New Guinea settle- 
ments of Wutung, Vanimo, Aitape and 
Sissano. The movement began in Dutch 
colonial times before, and particularly 
after, World War II, when Jayapura was 
called Hollandia. The contact was built 
not on traditional clan links but on inter- 
marriage along with church and educa- 
tional ties. At least two members of the 
first Papua New Guinea parliament were 
educated in Hollandia. 

In the 1950s Hollandia exercised the 
same attraction for coastal Papua New 
Guineans that Jayapura does today. It was 
a big centre only 25 kms across the border. 
Then, as now, the nearest Papua New 
Guinea centre with comparable attrac- 
tions was Lae, 800 kms to the east. 

In the late 1940s and throughout the 
1950s Australian kiaps (patrol officers) 
tried to discourage Papua New Guineans 
from visiting Hollandia in case they pre- 
ferred Dutch rule to Australian. Many 
did. Today, increasing numbers of Papua 
New Guineans cross over to Jayapura to 
visit relatives, eat satay, buy cooking uten- 
sils, clothes, shoes, even timber for hous- 
ing, at prices that are considerably less 
than they have to pay at home. Or they go 
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our TV in a shop window dt is this group. 
rather than traditional bc der cr 
guerillas of the 
Merdeka (Free Pay 
OPM), that offer Ind 
larly Papua New Gt 
lenge in the future. 

Traditional crosser: 
on either side of th 
cross for a number O 
people, to tend th 
wife or to attend ceremo 
need no passport and Fave! 
nearest patrol officer. their reason for 
going and for how long ше intend stay- 
ing. 

The OPM guerillas stil operate on the 
lrianese side of the Бо d continue to 
seek sanctuary on the New Guinea 
side when the going gets rough. While it is 
too early to say that OPM is a spent 
force, it is certainly not what it was. Its 
Dutch-trained leaders are пом aging, dis- 
illusioned men, either in exile like Jakob 



















Prai in Sweden or seeking asylumlike Seth | 


Rumkorem. 

The movement has very: few. weapons 
other than some rather. dangerously anti- 
que American and Dutch guns and some 
captured Indonesian equipment. A few 
years ago one group:boasted more dark 
glasses than rifles, more. bows and arrows 
than bullets. They:number at most a few 


hundred with a hard core of 50. Their chief. 


effectiveness lies in disaffecting border vil- 
lages. 

Along the border the. OPMi is not feared 
or respected as it was afew years ago. One 
of the border-station kiaps said that while 
there were about 100 sightings of OPM 
guerillas last year, mostly of the. same 
men, the guerillas were generally dispi- 
tited and.nearly all had come across the 
border seeking rest, food and medicine. 
There is clearly not much fun fighting a 
lost cause in one of the world's most op- 
pressive jungles. 


he real problem facing Papua New 

Guinea over the border these days is not 
so much the OPM, but how to match In- 
donesian border development, not least 
that stemming from. Jakarta's apparent 
plans to settle large.numbers of non- 
Irianese Indonesians along the trans-Irian 
highway. Jakarta has been coy about num- 
bers, but an ultimate figure of a million 
settlers has surfaced in the Indonesian 
press and in academic journals. The no- 
tion seems to be to settle mainly landless 
;Javanese, and other Indonesian ethnic 
groups, along Indonesia's border with 
Malaysia in Kalimantan and with Papua 
New Guinea in Irian Jaya. 

Motives for such expensive transmigra- 
tion schemes are not-easy to determine. 
One certainly is to provide land for land- 
less Javanese. In Irian Jaya it is hoped that 
Javanese farmers will introduce otherwise 
unknown skills to subsistence garden cul- 
ture Melanesians. There are already a 
number of mixed ethnic settlements in 

Irian Jaya, but their success measured in 















erms of social integration has been dubi- -donesia 


probably 
what extravagant. ; 
But the n important motive in estab- 


lishing a network of roads, farms and 
infrastructure for Javanese settlers in Irian 
Jaya is to create a bulwark against. dissi- 
dents such as OPM guerillas or other dis- 
affected Melanesian villagers. 

There are two major difficulties as- 
sociated with resettlement. In ће first 
place it is highly expensive, even when po- 
tential settlers are carefully screened for 
skills and the ability to exist in very rough, 
alien surroundings. As the current reces- 
sion in Indonesia bites deeper there may 
be a corresponding cutback in the future pro- 
grammes. The second problem is land- 
grabbing. In Melanesia there is no such 
thing as vacant land. There are always cus- 
tomary owners even of land that has been 
unused for generations or never used at 
all. 


Moving Javanese to apparently vacant | 


land without paying land owners adequate 
compensation and without understanding 
that land cannot be alienated, only leased 
— it belongs to the clan in perpetuity and 
cannot be given away —- is a sure recipe for 
endless trouble, not least because in some 
instances in the border area the clan 
owners of land may well be Papua New 
Guinea citizens. 

If Indonesian intentions to develop the 
western side of the border are as firm for 
the future as they appear to be, then 
Papua New Guinea faces a political chal- 
lenge from which it cannot escape. The 
greater the development on the western 
side the more it will attract Papua New 
Guinea border dwellers and shake their 
allegiance to the Port: Moresby govern- 
ment. Papua New Guinea faces a future 
crisis over border loyalties if it cannot de- 
liver services in the form of roads — in- 
cluding its own trans-island highway — 
cash crops and economic activity. 

A major obstacle.to development is 
Papua New Guinea's system of provincial 
governments. These were introduced ini- 
tially as a means of .decentralising the 
heavily over-centralised colonial adminis- 
trative system inherited at independence 
from Australia and to ensure a more 
equitable distribution of cash incomes. In 
Bougainville province, which runs most of 
its own services and has its own provincial 
assembly, the system has worked well. In 
other provinces. it has drained off re- 
sources and money to pay local politicians 
and local bureaucrats at the expense of 
development. Funds too often go to build- 
ing large houses for provincial premiers 
and their friends rather than to develop- 
ment. 

The Papua New Guinea Government 
has just given notice that. it intends to cut 
back ruthlessly on funding improvident 
administrations while ..making special 
steps to oversee the development of spe- 
cial projects. It can do no better than to 
make a start in taking charge of all deve- 
lopment in its two: oprovinces bordering In- 

























































New Delhi: India's s: ‘fragmented Oppos 
tion is trying to unite in an effort toden 
Prime Minister Indira Gandhi a victory 
the nation's next general election, due b 
January 1985. Fourteen oppositi i 
met in late May and pl 
India's unity, whi 
threatened by the fai 
and her Congress party. 
cuss a national alterna 
gress, whose accelerated ele 
has added to India's ‘politi 
ties. But they took a tentat 
wards an alternative in-that 
demanded steps towards 
federalist concept and. d 
power to the states. f ; 
The meeting is viewed herê. as the | 
ble beginning of the search for : 
eral arrangement which can hold India t 
gether and ensure the survival of its pat 
liamentary system. Attempts at opposi 
tion unity are not new. A grandallianceo 
non-communist, pan-Indian, patties, in 
cluding a breakaway faction ofthe Con 
gress, challenged Mrs Gandhi unsucces 
fully at the 1971 elections. In-1977, whe 
she called a snap election to get endorse- 
ment for her June 1975 Emergency rule 
leaders of non-communist parties just out: 
of prison hastily formed a new party which 
failed to rule for more than 30 months 
Mrs Gandhi returned to power in 1980. 
The May 29 meeting at Vijayawada i 
Andhra Pradesh was not the usual exe 
cise of the pan-Indian parties pooling 
votes at an election. For the: first time, 
these parties were submitting to the initia- 
tive of a regional party. N. T. Rama Rao, 
a 60-year-old matinee idol, had quit films 
to form a new political party to-restore the 
"self-respect" of the 55 million Telugu 
speaking people of Andhra Pradesh. Th 
state, he said, was treated asa vassal stati 
by New Delhi. 
Rama Rao's Telugu Desam party, eigh 
months old at the time, routed the Con 
gress in its traditional, strongholds i 
January's elections. In another souther 
state, Karnataka, which has also been 
Congress power base, an alliance with. a 
strong regional slant won power. Tamil 
Nadu, the third southern state, has been 
ruled by Tamil nationalist parties since 
1967, defying the national pattern. 
The only southern state with a Congress 
chief minister is Kerala, and he heads a co- 
alition. The dramatic decline of the C 
gress in the south has been marked b 
strident assertion of regional identiti 
March, at the initiative of Chief Min 











eir ae g Tepe of their loss of 
Jevance in the face of growing regional 
with the centralising tenden- 
о ће Congress. The pan-Indian раг- 
s cover a broad spectrum, from the 
lindu nationalist Bharatiya Janata Party 
BJP) to the centrist Janata Party and Lok 
al, to the two communist parties. Also 
presented at the opposition gathering 
ете several one-state regional parties, 
e of which — such as the National 
nference in Jammu and Kashmir and 
> All-India Anna Dravida Munnetra 
Kazhagam in Tamil Nadu — are now in 
power. A party campaigning for greater 
state autonomy, the Akali Dal in Punjab, 
Was also present. 
By making federal-state relations the 
central issue; the gathering was trying to 
achieve a broad anti-Congress polarisa- 
ction because the. Congress, with its 
monopoly of-power.at the centre, sym- 
bolised the. drive towards authorita- 
ianism and greater centralisation. Now 
the issue of federal-state relations is trans- 
ating itself into a political issue, with all 

















BANGLADESH 


By S. Kamaluddin 
Dhaka: Bangladesh and the landlocked 
kingdom of Bhutan — separated by only 
bout 30 miles of Indian territory — are 
пом trying to develop closer trade rela- 
|; tions by establishing surface links by rail 
гапа river. They signed five-year trade and 
ransit agreements in August 1980, but the 
rade corridor has yet to be opened be- 
ause of a delay in the signing of an agree- 
ment between Bhutan and India to pro- 
vide the necessary transit facilities. 
However, Bhutan and India are now 
; negotiating a new trade agreement which 
will incorporate transit facilities so that 
Bhutan сап develop trade with 
‘Bangladesh апа also use Bangladeshi 
ports for fading with other countries. 
Bangladesh has similar agreements with 
another landlocked country, Nepal, and 
the necessary transit rights have been ob- 
tained from India. The arrangement has 
had occasional problems, mainly caused 
by bureaucratic red tape, but on the whole 
it has been beneficial. 

The REVIEW has now learned that in the 

















discussions between Thimphu and New 


P 
Party of India and to the Lok Dal party. 
Some of these parties were indifferent 
to growing demands for state auto- 
nomy. 


he outcome ofthe meeting and the fol- 

low-up action:the opposition leaders 
plan are a challenge to Mrs Gandhi's plans 
to serve another term or to induct her son, 
Rajiv; as her successor. Her strategists 
realise that even without an all-inclusive 
opposition united front, an alliance of 
chief ministers. of non-Congress states 
could effectively reduce the Congress rep- 
resentation from the southern states. The 
Congress’ chances are. poor in the two 
communist-ruled eastern states of West 















COMMERCIAL CORRIDORS 













































Delhi, the Indians have.agreed in princi- 
ple to provide Bhutan with one rail and 
one river route for trading with 
Bangladesh, and an agreement is likely to 
be finalised soon. Railway links have 
existed in the past between the Rangpur 
district in Bangladesh and areas in West 
Bengal separating Bangladesh from Bhu- 
tan and, if all goes well, these can be reac- 
tivated following repairs. 

Goods bound for Bhutan could be 
taken by rail to close to the Bhutanese 
border and then transshipped through a 
well-developed road network into. any 
part of the kingdom. River-borne goods 
could travel via Bhutan's Sankosh River 








thirds majori 

stitutional chan 

Butevenas majority looks doubt- 
ful if the opposition achieves a measure of: 
unity. Even if she can retain office, the 
centre will come under heavy pressure 
from the:states and the regional parties. 
This will force a few centre:state equa- 
tion. 

There is a growing. realisation that the 
search for an alternative to the Congress is 
linked to the need.to restore the federal 
spirit. The initiative here is passing into 
the hands of the regional: parties which 
Mrs Gandhi has been upbraiding as detri- 
mental to national interests, Although 
they are one-state affairs, regional parties 
acting in concert can-play a role at the 
centre. The alternative to the 
Congress.is thus not another 
pan-Indian party the 
Janata Party demonstrated 
this in the late 1970s. It might 
be a coalition. of diverse 
ideological and regional in- 
terests. In any case, the alter- 
native to the Congress is not 
India's Balkanisation but a 
truly federal polity and a new 
pattern of coalition politics. 
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to fink up with the 
Brahmaputra, and thence to 
the Bangladeshi ports of 
Chalna > апа Chittagong. 
Again, work will be needed 
to allow this route to be used. 
However the river route pro- 
mises to be the cheaper in 
terms of freight costs, 

Bhutanese Ambassador in 
Dhaka Dasho Dago Tshering 
said in an interview that Bhu- 
tan was keen to use either the 
rail or the river route. He said 
Bhutan could export spices, 
fresh fruit, minerals — such 
as dolomite — and large 
quantities of timber. Bhutan, 
being a cold country, needs a 
lot of. carpeting and thus 
would. be a good market for 
cheap Bangladesh jute. 

The peculiar problems of 
the world’s 27 landlocked 
countries have been recognised at the 
United Nations, and a number of interna- 
tional gatherings have been organised to 
tackle their difficulties. A proposed 
seven-nation South Asian forum due to be 
launched later this year may be in a posi- 
tion to give help in this regard to its two 
landlocked members, Nepal and Bhutan. 

Addressing a seminar on transit trade 
recently in Chittagong, Tshering pointed 
out that the frontiers of many developing 
countries represent major obstacles to 
their landlocked neighbours. In contrast, 
he noted, countries in Europe with no out- 
let to the sea were positively encouraged 
by their neighbours to use their facilities. 
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ere was something out of place about 
an Wë were at one of those weekend 
nminars-on peace, or it might have been 
urity problems in the Far East, which 
zenerally a dead loss from a news point 
of view, but occasionally turn up useful 
ntacts. This one. sponsored by the 
Quakers, was earnest, dull, and dry. 

г Stan sat across the table from me. In his 
„thinning on top, with a hairline mous- 
tache, a bow-tie, tinted glasses, a tartan 
acket — the get-up of a man who did not 
want to look too conspicuously incon- 
ipicuous. On his chest à delegate's name- 
ag: Stanislav A. Levchenko, New Times. 
Levchenko is not the first thing you think 
f as an American name, but then again, 
either is Brzezinski. His publication rang 
à distant bell. І 

“Ah, the New Times,” I said, breezing 
сир to our man in the fruit-juice break. 
‘Cats balling their chicks, everyone drop- 
ing acid, right? Peace, brother.” While 
not exactly a constant reader, I did re- 
member seeing a magazine of this name, 
nce, in the seat-pocket of an aircraft fly- 
ng out of Néw York. It was, as I recalled, 
late blooming of the counter-culture. 
-Stan looked startled. “You make good 
ropaganda, yes?" he said: “New Times is 
ublication of the Soviet trade union 
movement. In Moscow." I. mumbled 
mething ábout getting the wrong New 
limes, but that it was good to see him, 
nyway. Stán said he happened to have a 
Opy with him. Would I like-to see-it? I 


r SO of the conference [glanced over its 
rey, forbidding pages. Stan was right — it 
was not the New Times I remembered. 
The lead story, as I recall (this was in 
1975) was yet another crushing defeat for 
nited Statés puppet troops at the hands 
of the Vietnamese people, party and 
army. Elsewhere in the world the work- 
cers, with astonishing uniformity, were 
“groaning under the iron heel of US im- 
;perialism. Stan, Lsaw, had a piece in from 
Tokyo, where the ruling circles were ap- 
parently part of the same soulless conspi- 
тасу. 

"Very interesting," I said diplomati- 
Пу. ^ You think so?" said Stan. "Let us 
alk more. Come round to my house some 
time. I have plenty of literature there. 
And vodka," he added, roguishly. "From 
Moscow." We exchanged name-cards, in 
the Japanese manner, ànd I said 1 would 
call when I had an evening free. Some- 
„how, I never made it; another of life's op- 
portunities, I fear, gone with the empties 
f yesteryear. 

However, I did see quite a bit of Stan 
over the next few years. The Foreign Press 
Centre, Tokyo, originally modelled on the 
one in Washington, often organises press 
tours to places of interest, and Stan and I 
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very: inst time I met him I thoüght i 




















































ould hardly say no, and for the next hour 


“were frequent fellow-travellers, to coin a 4 


phrase. These tours are not mere junkets, 
but an intelligent effort by the Japanese to 
present their country to the world, and 
any journalist accredited in Tokyo can go. 
Newsmen from: communist countries are 
frequent attenders: 

So, Stan and. I splashed through ship- 
yards, paced the sooty halls of steel mills, 
and soaked up the secrets of Japanese 
piano production. ‚Не showed an obses- 
sive interest in figures, on such subjects as 
Japanese output of pig-iron per man-shift, 
and he took copious notes in, as far as 1 
could. read over his shoulder, English 
(another Soviet jóurnalist accused of buy- 
ing information from a sailor off the USS 
Midway was stated by the Tokyo police to 
have kept a notebook in Russian). And it 
was clear; from an article he showed me 
оп Japanese bamboo-basket weaving. 
that Stan was no painstaking prose d 
either. 

Still; the Tokyo press corps was sur- 
prised to hear, in October 1979, that Stan 
had defected to the United States. Equally 
unexpected was the-manner of his going. 





The Japanese politica world has been 
rocked by charges that a former KGB 
officer in Tokyo, Stanislav „Levchenko, 
worked with 26 Japanese “agents and 
collaborators” of the KGB, aight of 
whom — all politicians or journalists — 
he has named. Murray Sayle recalls 
meeting Levchenko, and examines his 
possible motives. 





It seems he spent a;whole afternoon tour- 
ing Tokyo, ducking in and out of taxis, 
using different subway exits and the front 
and back doors of hotels, before finally 
pitching up at the Sanno Hotel, in central 
Tokyo, and asking to see "a senior intelli- 
gence officer." The Sanno, a peeling relic 
of the Occupation years, accommodates 
servicemen on leave, and Stan in all inno- 
cence had gatecrashed a US Navy party. 


S however, a "tall; grey-haired man 
named Robert? appeared, and after a 
sleepless night at a safe house — there 
may, after all, be Kim Philby types in the 
C ith a US 
visa and a first-class ticket, one way, to 
Washington. Stan, it seems, asked Robert 
for military transport with a fighter escort, 
but in the end had to settle for Pan-Am, 
the airline of experience; According to his 
later account, n narrowly escaped a 
posse of KGB теп who tried to head him 
off at the airport. - 

Stan's moveri 














ents over the next three 


years are mysterious. In AS last year, we 





find him in Washington testifying before a 
closed session of the Hoüse'Intelligence : 
Committee, an appearance Stan’ de- 
scribed in his opening remarks às “a great 
honour." Stan told the congressmen that 
he had enjoyed a privileged childhood. 
His father was a major-general in chemi- 
cal-warfare research, his’ stepmother a 
paediatric surgeon, his own mother hav- 
ing died when he was three. Stan waás'edu- 
cated at a special high school for the off- 
spring of big shots in Moscow, partly in 
English, and studied Japanese for six 
years at Moscow University, writing his 
master's thesis on the Japanese” peace 
movement. 

In 1971 came the call to join the KGB. 
Stan trained on the job for the next three 
years, followed by a year in the editorial 
offices of New Times in. Moscow “to 
improve my journalistic skills.” As he 
explained to the committee, “to be able to 
dissolve into the international journalistic 
community in Tokyo... . Thad to have real 
journalistic experience.” 

According to Stan, New. Times (the 
Soviet version)-was started in 1943 solely 
to give Soviet spies cover jobs, and.10 of 
its 12 foreign correspondents when he was 
there were KGB men, which would go 
some ‘way towards explaining the 
magazine's heavy style; Early in 1975, 
Stan arrived to begin his dual assignment 
in Tokvo. ; 

By his own account, Stan's field career 
with the KGB got off toa promising start. 
Once or twice a month he filed a piece for 
the New Times, meanwhile having 20 or 
more clandestine meetings á month with 
"agents of the KGB's network in Japan." 
By 1979, Stan said, he was handling 10 
agents and what he called "developmental 
contacts," including four agents he had 
personally recruited in the previous four 
years. As a result of this good work, Stan 
said, he was promoted to major by the 
grateful KGB only weeks before he de- 
fected. 

Asked for an example of his work in 
Tokyo, Stan told the congressmen that he 
had, on orders from Moscow, used his 
contacts with Japanese journalists to get 
then-president Jimmy Carter labelled 

“Neutron Carter” in the local press. He 
did not, unfortunately, elaborate on his 
method, which we can only surmise was a 
series of telephone calls: “Hello, Hitoshi? 
Heard the latest? ‘They're calling Jimmy 
Carter ‘Neutron Carter.’ Get it? Is good 
joke, yes? Ha! Ha!" But the name, despite 
Stan's efforts, somehow did not catch on. 

Stan's Washington testimony created 
little stir in Japan when it was released late 
last year. Spying as such is not against Ja- 
panese law, as in principle Japan has no 
offensive armed forces or hostile designs 
on anyone, and sc it has nothing worth 
spying on. With. 150, 000 bars in томо, й 














alone, many hidden up mysterious back 
elleys, working conditions are ideal, and 
Stan himself has described Japan as a 
heaven for spies. 

But the Japanese had a rather different 
reaction to Stan's next set of disclosures, 
made to, of all publications, the Reader's 
Digest. His motives are again unclear. He 
may, of course, have been drawn to the 
Digest as a reader, enriching his word 
power, or applyingthe Digest's reputation 
of being the best payer in the business. Or 
it may be that, working with writer John 
Barron, himself a former US Navy intelli- 
gence officer, Stan found a sympathetic 
ear. 

This time, Stan named at least some 
names. Most of his names are pseudonyms 
such as Ulanov, Kamus, Grace, Kanto 
and Thomas. These shadowy people, says 
Stan in the May edition of the Japanese 
version of the Digest, are among the 200 
politicians and journalists who were KGB 
agents or collaborators when he was work- 
ing with the KGB in Tokyo. 


s he tells it, some of Stan’s more athle- 

tic feats of espionage were with these 
phantoms. He cites, for instance, his 
“brush contacts” with a Japanese jour- 
nalist code-named Ares, who used to slip 
Stan microfilms as they passed, by pre- 
arrangement, in a Tokyo street. Stan 
would then place the films in a box bolted 
to a waiting KGB car, the box wired. to 
burst into flames if tampered with, and 
Stan would take a second stroll to pass 
Ares an envelope stuffed with money. 

Ares, said Stan, was getting top-secret 
documents from a man code-named 
Schweik working for Japanese intelli- 
gence; (Again, Japan is not officially sup- 
posed to be in the intelligence business, 
but there is an outfit called the Cabinet 
Research Room which is said to gather the 
odd fact now and again.) Ares, said Stan, 
passed over 1,000 documents, and bought 
a new (presumably Japanese) car on the 
proceeds. 

According to himself, Stan had a per- 
sonal stable of 26 agents of this kind, 
though these included, he said, "friendly 
people who mix with KGB officers dis- 
guised as journalists, and people likely to 
become Soviet friends after approaching 
them.” And, as he told the Washington 
committee, "I have knowledge of some 
approaches to some British journalists." 
Some of these people, Stan conceded, 
might not be aware that they appeared on 
the KGB's books as agents or col- 
laborators. His method, he said, was to 
"enmesh them in a web of gifts," starting, 
apparently, with a free copy of the New 
Times. 

Not all Stan's 26 agents are protected by 
code-names, however. To give, according 
to himself, credibility to his disclosures, 
Stan names eight real people. The biggest 
fish, politically speaking, is Hirohide 
Ishida, a former labour minister and cur- 
rently a back-bench MP of the ruling Lib- 
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Reagan; Nakasone: spy for sale 


eral Democratic Party. Ishida is also presi- 
dent of the 500-member parliamentary 
group for Japanese-Soviet friendship, 
perhaps, if we can believe Stan, the most 
transparent cover in the history of espion- 
age. 

Stan claims that he ordered Ishida to 
persuade the Japanese cabinet to return 
promptly to the Soviets a MiG25 Foxbat 
fighter whose pilot defected to Japan in 
1976. Ishida denies that he followed Stan's 
proposal, or that he received any money 
from the Soviets, though he says he may 
have met a person resembling Levchenko 
at a Soviet Embassy party. This has the 
ring of truth: if the president of the Soviet 
friendship society failed to show up at à 
shindig at the embassy, who would? And 
KGB men, one supposes, are fairly thick 
on the carpet there. 


Next on Stan's list is Takuji Yamane, 


=| managing editor of the Sankei Shimbun, а 
*| conservative businessmen’s newspaper. 


Stan claimed that the fake Zhou Enlai 
will, forged by the Soviets to indicate dis- 
sent among the Chinese leadership. was 
passed to Yamane for publication in the 
Sankei not, interestingly enough, by Stan 
himself, but by his KGB predecessor. 

Respectable Japanese newspapers fol- 
low an oriental code of ethics (apparently 
not shared by the West) which requires an 
editor who falls for a forgery to resign. 
Yamane has done so, protesting that he 
had done nothing against "Japan, the 
fatherland I love" and adding: “All I can 
say is, it is Levchenko's word against 
mine." Similar denials have come from 
the other Japanese named by Stan, who 
include a former chairman of the Japan 
Socialist Party (JSP), the secretary-gener- 
als of a socialist study league and an over- 
seas cultural association, a freelance jour- 
nalist and an executive of a Japanese TV 
station. 

Asked why he failed to name his other 
18 alleged agents, Stan explained that in 
cases of this sort Japanese often commit 
suicide. None has yet done so. The Japan- 
ese Foreign Ministry has also reported 
finding no trace of the diplomat code- 
named Nazar who, according to Stan, 
passed him the contents of cables from Ja- 
panese embassies around the world. 

As to his motives for defecting, Stan 
says that he found God while still in Mos- 
cow, and became progressively disil- 
lusioned with the Soviet system, "a totally 
corrupt  dictator-type regime.” The 
crunch, however, apparently came in a 
field not unknown outside the Soviet 


Union, namely office politics. If one man 
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Id Asia Hands had old memories 

stirred by REVIEW editor Derek 
Davies’ discussion of the arguments over 
late Indonesian president Sukarno’s real 
name (Traveller's Tales, REVIEW, June 
2). Pressmen on the Indonesian scene in 
the late 1950s and early 1960s, as 
Sukarno slithered into exile, usually call- 
ed him — except at official functions — 
“Bung” Karno or just “The Bung.” We 
knew he had no real first name and that 
he rejected the “Soekarno” spelling. 
Even some of his public relations repre- 
sentatives used the term Bung — not dis- 
respectfully — in personal chats with 
foreign-devil contacts. 

One of his close advisers — praise be 
to him — tipped me off not to apply fora 
renewal of my entry visa (due that week, 
in 1960); “The Bung has just ordered 
that you be kicked out; so leave quietly 
tomorrow and don't try to come back." I 
cursed The Bung but, of course, took the 
advice. 

After the futile assassination attempt 
on November 30, 1957, when Darul 
Islam terrorists hurled hand grenades at 
Sukarno outside a school in Jakarta, but 
murdered only the women and children 
emerging with him, some pressmen ca- 
bled stories quoting locals as having 
shouted: “The Bung is safe!" The censors 
didn’t cut that copy and Sukarno himself 
must have known of course that the 
foreign-devils used that term — though 


is, according to Stan, a living symbol of the 
rottenness of the whole Soviet system, it is 
Lieut-Col Vladimir Pronnikov, Stan’s 
former boss in Tokyo. 

Pronnikov was, according to Stan, 
friendly on the surface (we all know that 
treacherous smile at the water cooler) and 
even recommended Stan’s promotion to 
captain. However Pronnikov heard 
"through an informer" (they have this 
kind of rat in the KGB, too, apparently) 
that Stan disapproved of Pronnikov's 
methods of undermining his own boss. 

Pronnikov therefore set out to block 
Stan's promotion, and even suggested that 
Stan himself should spy on his KGB col- 
leagues. "He felt," writes Stan's bio- 
grapher, “his old loyalty to Russia and his 
countrymen, to the honest officers who 
like himself were cogs in an inhuman 
machine." So, due in October 1979 to re- 
turn to Moscow for routine reassignment, 
Stan chose Washington and the Reader's 
Digest instead. 

At 41, Stan has clearly chosen freedom, 
not retirement or unemployment relief, 
which raises perhaps the most interesting 
question of all: who is he working for 
now? We can probably dismiss the idea 
that Stan is still with the KGB and is try- 
ing, mole-like, to tunnel his way into the 
CIA. His account of his exploits does, 
however, read very much like a job appli- 
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evidently he never mentioned it in his 
autobiography (which, alas, I have never 
read). 

It is interesting, I think, to recall also 
that, until his final fatal switch to com- 
munism, Bung Karno tolerated the pre- 
sence of both Chinese communists and 
Kuomintang (KMT) factions in 
Indonesia. A second-generation 
Chinese restaurateur in Suma- 
tra, whose Shandong cuisine at- 
tracted Chinese communist cele- 
brants on October 1 (Mao Ze- 
dong's "liberation") and the 
KMT on October 10 (Sun Yat- 
sen's "Double Ten"), 
patriotically display- 
ed an impressive and 
flattering portrait of 
Mao in the private 
dining-room on Oc- 
tober 1, and reversed 
it on October 10 to 
display patriotically 
an equally impres- 
sive and flattering 
portrait of Gimo Chiang Kai-shek, 
painted by the same artist. 

Sukarno also allowed both the KMT 
minority group in Indonesia and the 
Communist Party of Indonesia to trans- 
late and print their rival propaganda at 
the same Chinese-owned printer. He 
dismissed suggestions by his bureaucrats 
that “the Asian intruders” should be 


cation, with his KGB career in Tokyo pre- 
sented in the most flattering light, that of 
an honest spy disgusted by the underhand 
behaviour of his colleagues. 

Commentators in Tokyo have pointed 
out that his list of names seems highly 
selective, four of his eight named agents 
being in some way or another connected 
with the JSP. 


t is possible that he is trying for a job 

with the CIA.“It is an honour for me to 
meet such highly professional, highly 
motivated and determined officers whom 
I have met from the Central Intelligence 
Agency," he told the committee in 
Washington, and this should go down well 
in Langley, Virginia. But what interest 
would the CIA have in Japanese politics? 

As things stand, possibly quite a bit. 
Japan now has, in Yasuhiro Nakasone, 
possibly the world’s most enthusiastically 
pro-American male prime minister. 
Washington, it is well known, would like 
to see Japan increase its defence spending, 
which might both reduce the burden 
borne by American taxpayers and, if more 
American weapons were procured, cut 
down Japan's ballooning trade surplus as 
well. 

The trouble is that, according to all the 
polls, the Japanese public does not share 
Washington's view of the Soviet threat. 





Sukarno: namely The Bung 


forced to divert their funds to Indone- 
sian business interests. 

There are other human, non-political 
memories of Bung Karno. Old friend 
and Singapore historian Alex Josey re- 
calls going early one morning to 
Merdeka Palace for a breakfast appoint- 

ment with the president. Alex was 
wandering alone down а corridor 

when Sukarno suddenly appear- 

ed from his bedroom. *We were 
shaking hands," Alex records, 

"when his bedroom door open- 

ed again and into the corridor 
stepped a beautiful, young and 
shapely European woman. I 

= stared, astonished. Su- 
karno turned and saw 
the girl. He was visibly 
annoyed. Then he 
smiled at me and said; 
‘I know what you are 
thinking. That she's 
my girl friend. Aha! 

All you. journalists 

are the same: she is 
not. She is a furniture designer. I want a 
new bedroom suite.' By then members 
of his court had appeared. Sukarno 
pointed to one official. 'She's his wife,’ 
he said briskly. The man looked as- 
tonished. But we moved to the verandah 
for breakfast — without the furniture de- 
signer. Sukarno had solved yet another 
problem." 





Many Japanese still see their country as a 
bystander in the superpower conflict, en- 
joying an American defence guarantee, 
but otherwise more or less neutral, and 
free to trade with all parties. This is, in 
fact, the policy of the JSP, which is the 
main opposition party and so, enjoys 
something like a veto on 
really important policy developments. 
Stan might, therefore, think that, in por- 
traying the party as heavily infiltrated by 
the KGB, he is doing his bit to advance 
Washington's policies. 

On the other hand, the JSP is split into 
quarrelling factions, some of them, as 
Lenin used to say, well to the Left of com- 
mon sense. Among these it is quite possi- 
ble that Stan in his role as a journalist 
found many people ready to pass the time 
of day with him. It apparently hardly 
needed more to get on to Stan's list of 
agents or promising contacts. 

If Stan is really trying to reshape Japan- 
ese policies, he has not so far succeeded. 
Nakasone has said that he does not intend 
to introduce new laws against spying, and 
Japan has even allowed a new man from 
Moscow to take up Stan’s old job with the 
New Times. The Mainichi Shimbun, 
which originally splashed Stan's revela- 
tions, sums up his effect on Japanese poli- 
tics with a terse headline: “Levchenko a 
flop.” 
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OVERVIEW: JAPAN'S SECURITY 


Japanese E-2C Hawkeye early warning plane: jellyfish rather than hedgehog. 





Comprehensive confusion 


ington, once made a mistranslated attempt to equate 

Japan’s defence policies with those of a hedgehog — a 
passive animal which is painful to attack. A more apt simile 
might have cited one of the larger varieties of jellyfish — also a 
passive creature with a powerful sting — capable of propelling it- 
self in a given direction but which mostly floats along with wind 
and tides, rarely swimming against the currents particularly 
when they carry it into calm, secure and prosperous seas. Al- 
most invisible in murky waters, it is amorphous, glutinous and 
invertebrate and one of nature’s most successful organisms. 

The Japanese themselves recognise this lack of shape and pur- 
pose. The report on comprehensive national security three years 
ago at the request of the late prime minister Masayoshi Ohira by 
a high-powered group of officials, academics, intellectuals and 
defence experts headed by Masamachi Inoki, president of 
Japan’s Research Institute for Peace and Security, concluded: 
“Looking back on the past national security debate in Japan, we 
have to admit that no national environment has been fostered to 
take up this question in a realistic manner. The debate has been 
split in two extremes, one in favour of a military build-up aimed 
at autonomous defence and the other in favour of complete dis- 
armament based on pacifism. 

“In particular, we strongly call for reflection on the fact that 
the debate in important political fora, such as the Diet, has never 
moved beyond formalistic and empty legal contentions or mere 
ideological assertions and that the explanations of the govern- 
ment all too often have been no more than responses designed to 
pursue logical consistency with precedents and to deflect politi- 


Fis: prime minister Zenko Suzuki, on a visit to Wash- 
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cal difficulties by patchwork. We earnestly hope that the govern- 
ment will state its positions on security issues with more can- 
dour." 

The group hoped that its report would act as a catalyst leading 
to a widespread national debate and in turn to a national consen- 
sus on defence. It proposed that the National Defence Council 
be replaced by a comprehensive national security council to pro- 
mote a total integrated policy, taking account not only of narrow 
defence issues but of the wider demands of national security to- 
wards which all ministries and government agencies should 
work. 

Thus, the Inoki recommendations only succeeded in further 
obfuscating the defence issue by attempting to broaden the con- 
cept of security which, in its own words “means protecting the 
people's life from various forms of threat" — a grandiose vision 
of a sort of domestic and international welfarism. By proposing a 
body which embraced the interests of all ministries and agencies, 
it guaranteed that no new direction would emerge and that the 
new council would be emasculated by interdepartmental 
squabbling. 

Ohira died in the spring of 1980 and the concept of com- 
prehensive security died — at least temporarily — with him. 
Ohira's successor, Suzuki, promulgated his vague concept of wa 
(harmony) at home and abroad. When defence matters did 
come up for discussion at cabinet level, they were reportedly al- 
ways submerged by economic considerations. Within the 
bureaucracy, they were diffused by the rivalries inherent in the 
concept as various ministries (above all the powerful Ministry of 
International Trade and Industry) tried to muscle into the de- 


Sumitomo Metals, Japan, the world’s 
6th largest steelmaker, is recognized around 
the world as a reliable supplier of high quality 
steel and an innovative designer of advanced 
steel technology. 
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1 defence officials tried to prevent the expansion of 

jurisdiction into their area. Suzuki did pledge in 
Washington in 1981 that Japan would do more to protect the sea 
lanes up to 1,000 miles radius from Japan. The actual zone desig- 
nated was characteristically vague, as were the steps Japan pro- 
posed to take to enable it to implement the pledge. 

It might have been thought that the cloudy ambiguities sur- 
rounding Japan's defence policies would have largely ended 
when straight-talking Yasuhiro Nakasone became prime minis- 
ter last December. Ever since the late 1940s he had made it clear 
that he resented Japan's so-called Peace Constitution as a 
foreign document imposed on his country and advocated its revi- 
sion. He won his following within the ruling Liberal Democratic 
Party from the rightwing faction financed by former prime 
minister Kakuei Tanka and his grassroots support from the 
growing — albeit minority — movement in favour of Japan ac- 
quiring adequate 
forces to defend it- 
self, 

This aim may or 
may not necessitate a 
revision of the con- 
stitution, according 
to which politician or 
defence expert one 
consults, A revision 
of the cause in which 
Japan .renounced bel- 
ligerency, war and 
force as the means of 
settling international 
disputes would have 
to overcome the over- 
whelming pacifism of 
public opinion as well 
as gain a two-thirds 











majority іп both 
houses of the Diet 
(REVIEW, Dec. 24, 


'82). Nakasone had 
nevertheless consistently argued that Japan should not have to 
depend so largely on a third country for its own defence and thus 
has advocated revision, both of the constitution and of the Unit- 
ed States-Japan security treaty. 

In Washington earlier this year, he stopped well short of the 
policies he had advocated before becoming prime minister, but 
still made statements which sounded dangerously belligerent to 
most Japanese ears. Only a few years ago, during Ohira's visit to 
Washington, Japanese newspapers had mounted a concerted at- 
tack on him for daring to suggest that the US and Japan were al- 
lies, while it is only over the past couple of years that Japan's de- 
fence officials have actually dared name the Soviet Union as а 
threat, instead of discussing measures to defend the country 
against a "hypothetical enemy." 

Nakasone stated bluntly that Japan should become an “un- 
sinkable aircraft carrier, putting up a tremendous bulwark of de- 
fence against infiltration of 
[Soviet] Backfire bombers"; 
that it should acquire “com- 


Soviet Backfire: ^a tremendous bulwark of defence against their infiltration.’ 
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he took to Southeast Asia on his recent tour of the Asean capi- 
tals and Brunei when he also sought — and obtained — South- 
east Asian compliance with Japan’s modest increases in military 
spending. These, he emphasised, would be in accordance with 
the constitution and the Japan-US security treaty, The hawk had 
slipped into the plumage of a dove. 

So, Nakasone as prime minister is hardly acting differently 
from his predecessors. He is establishing a council on national 
security composed of Japanese from all walks of life designed to 
bring the defence debate out into the open. This, he hopes, will 
help to create a consensus enabling the government to pierce the 
ceiling on defence spending — 1% of gross national product — 
arbitrarily imposed by former premier Takeo Miki, which has 
since almost acquired 
the force of Holy 
Writ. Present defence 
expenditures are run- 
ning at 0.96% 
(though by Nato ac- 
counting methods, 
which include реп- 
sions and other bene- 
fits paid to ex-service- 
men and their 
families, defence 
spending is already 
about 1.5% of GNP). 

According to a 
five-year defence 
plan adopted a year 
ago by the cabinet of 
Suzuki, Japan will 
spend about ¥ 16 tril- 
lion (US$40 billion) 
on defence by 1988, 
giving Japan's navy 





aircraft (including 72 PC3 Orion submarine hunters); the air 
force 231 aircraft (mostly US F15 and Japanese F1 fighters), and 
the army 1,314 tanks, 418 aircraft and a variety of other weapons 
systems (REVIEW, July 9, '82). But no one seems to have 
worked out the relationship between this force and Japan's own 
defence needs. Meanwhile, the defence debate rolls on its 
cloudy way — the hawks echoing Nakasone before he came to 
power, advocating constitutional revision, while the doves wor- 
riedly put their faith in the political impossibility of constitu- 
tional revision and in public opinion (still expressing worries that 
not far inside every successful Japanese merchant is a samurai 
struggling to get out). 


Between these two extremes, inside the limitations of the con- - 


stitution and within Japan's political and bureaucratic establish- 
ments, another hawk-vs-dove debate goes on. The former la- 
ment Japan's alleged military impotence and argue for consider- 
able increases in Japan's capa- 
city to defend itself. These, 
they claim, would be within the 


178 vessels and 185 _ 


plete and full control of the 
straits commanding the ap- 
roach to Moscow's Far Eastern 
naval bases," so that there 
should be no passage of Soviet 
submarines and other naval ac- 


” 


tivities”; and that it should also 
extend its defence of sea-lanes. 

However clearly spoken — at ON OTHER PAGES 
least on defence — in the past, Ss Se ee 


Nakasone had also acquired a repu- 
tation as a political opportunist; 
today he maintains that the con- 
stitution is good and should be up- 
held and pledges that no constitu- 
tional amendment will be proposed 
by his cabinet. This was the message 
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terms of the constitution as 
reinterpreted by the Ameri- 
cans themselves after the out- 
break of the Korean War in 
June 1950 — in other words 
that Japan is not forbidden 
from acquiring a full capacity 


to defend itself. 

The doves, on the other hand, 
argue that even at current rates of 
spending (about 
Japan’s defence budget is the sixth 
largest in the non-communist world 
and the eighth largest in the world. 
They point out that defence spend- 
ing has been rising by more than 7% 
annually for the past two decades 


US$12 billion) 
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out that with aimed: forces nuitibefing 250, “000 
nat home, Japan already deploys 34 modern destroyers and 
6 frigates (more than twice those of the US Seventh Fleet) and 
ies more tactical aircraft than are deployed by the US in Japan, 
uth Korea and the Philippines put together. 

The ‘doves see the militarists advancing inexorably step by 
ep; the Japanese navy taking part in joint naval exercises in the 
acific, a senior Japanese general visiting South Korea for con- 
ions and now the assumption of defence responsibilities for 
) miles of sea lanes around the home islands. They view the 
nued and increasing US pressure to spend more and as- 
more of the burden as being selfish and shortsighted, 
tening to unleash forces and regional resentments whi 

ington has not éven bothered to calculate. They 
been horrified had they heard a very senior US official r 
rk in private recently that it is doubtfül that any level of mili- 






























ely to satisfy Washington 
he doves are powerful, 





xcesses visited upon the. disciplined Japanese. people by the 
itarists in the 1930s апа 19408; and as citizens of the only 
country which has actually suffered a nuclear attack, ¿That ex- 
perience, they argue, presents the Japanese with a unique op- 
portunity to opt out of the insane arms race and distance them- 
Ives from the belligerent rhetoric now exchanged daily by 










rguments of Sweden's: socialist. Prime Minister Olaf Palme, 
ho often reminds Japan of the opportunities presented by its 
xperience and its constitution to demoristrate to the rest of the 









fusal to go to war. 

inthe middle are the moderates who accept that the relation- 
tip with the US is vital to Japan's future and that, therefore, 
Tokyo must take action to remove or lessen the two main causes 
for friction with Washington (issues increasingly linked in the 
inds of US electorate and of the US Congress): Japan's trading 
rplus with the US and Washington's claims that Japan is en- 
ying a free ride on defence. 





























erein lies the central fuzziness of Japan's defence poli- 
cies. While both hawks and doves can expound clear 
positive policies (though they, too, are both capable of 
ind-bending ambiguities), the men in the middle who actually 
ut together budgets are in pursuit of no clearer goal than that of 
ppeasing the US. The annual increments in defence spending 
€ merely offerings to satisfy their US critics: piecemeal pur- 
chases in pursuit of no clear strategy. 

The only clear targets set are those contained in the 1976 de- 
fence outline. This document was based on the questionable 
premise that hostilities could break. ош between the Soviet 
nion and the US in some other part of the world (the Middle 
East?) which would stop short of a nuclear exchange. In this 
ent, it argued, US forces would become stretched and thus 
nder Japan vulnerable to conventional Soviet pressure in East 
Asia (via North Korea?). 

Recognising that by such an involvement in the Middle East, 
the US would be protecting Japan's vulnerable outer sea lanes, 

the defence outline also recognised that Japan thus had a duty to 
‘quire a gréáter conventional defence capacity. This, it was de- 
. cided, should have the threefold aim of maintaining air superior- 
| ity over Japan itself and its adjacent sea lanes, plus a naval capa- 
ty (mostly by minelaying) to interdict the three straits — 
< Tsushima, Tsugaru and Soya — through which Soviet vessels 
i: must pass in order to reach open waters. 

Although. as Murray Sayle argues elsewhere in this FOCUS, 
any outbreak of gerieral hostilities involving Japan would almost 
certainly mean a Soviet nuclear bombardment of the country's 
uniquely vulnerable bases, ports and built-up areas, even these 
three modest and probably irrelevant goals will not be reached 
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cifists; as Liberal bo ee fearful of a return to ie apane 


oscow and Washington. They respond.sympathetically to the: 


orld the advantages to be won in peaceful demilitarisation and Us 


































until sometime in the 21st century, at present rates of spending. 
For the next two decades, therefore, Japan is proposing to 
weave a defence net over its skies and surrounding waters which 
is full of holes, while steadfastly ignoring the option of arming it- 
self with anti-missile missiles and of providing each Japanese 
family with a nuclear shelter. 

This is the consensus-compromise mentality which sees Japan 
as a porcupine or hedgehog too painful to attack; a Japan which, 
should hostilities break out between the, superpowers, would 
cross its fingers and hope that the conflict would remain conven- 
tional; and that, despite the US bases on its soil and its function 
as an unsinkable aircraft carrier, as a source of electronic informa- 
tion on Soviet military movements and as a power capable of 
bottling up the Soviet fleet or preventing that fleet from return- 
ing to its home ports, Moscow would somehow ignore Japan and 
the country would somehow survive unscathed, its pathetic bris- 
tles still intact. 


become more explicit in recent years, partly as a result 

of Washington pressure and partly because of an in- 
creasing awareness of the growing Soviet threat. Throughout 
the 1960s and early 1970s Moscow's armies seemed far away to a 
Japan content to remain under the US defence umbrella, with 
the enormous mass of China providing a comfortable buffer 
against the Soviets. But doubts about. the umbrella crystal- 
lised in 1975 with the fall of Saigon, as Japan began to 
wonder whether the US would be willing to go to war in Asia 
again. 

They grew stronger with the fall of the Shah of Iran — which 
emphasised that Pax Americana had long since ended — 
stronger still with the invasion of Afghanistan. To counter the 
rapid build-up of Soviet strength in the Indian Ocean. the US 
Pacific-based fleets became increasingly stretched as the US al- 
located more and more tonnage to patrol the approaches to the 
Gulf. Japan's sense of insecurity deepened with the revelation 
that, in the event of general conflict, Washington was con- 


W hatever the quality of the debate, it has intensified and 


templating a swing strategy’ which would anoi first ушна to the 





defence of Europe 
and the Middle East, 
leaving Japan virtu- 
ally undefended. 

Over the same 
period, the Soviet 
Union began to build 
up its garrison on the 
four northern islands 
of Japan which Mos- 
cow seized as part of 
its World War П 
booty and began to 
establish new missile 
bases near Novosi- 
birsk, north of Xin- 
jiang, presumably 
targeted ол both 
China and Japan. Fi- 
nally, the beginning 
of Sino-Soviet negoti- 
ations presented the 
alarming if distant 
possibility of a real 
detente -between the 
two communist giants 
— an event which 
came a little nearer a 
few weeks ago when, 
visiting Yugoslavia, 
China's General Secretary Hu Yaobang stressed Peking's desire 
for the eventual re-establishment of full and friendly relations 
with Moscow, 

Japanese public opinion has responded to these develop- 
ments. Five years ago, 74% of those responding to an official 
poll described their feelings towards the Soviet Union as "not 
friendly"; by last year the proportion had jumped by 10% to 
84%. A senior Japanese official described relations with Mos- 
cow as being "at their most difficult since the establishment of 
diplomatic relations in 1956." Today, the average man in the 
street knows exactly what an intercontinental multihead 5520 is, 
in contrast to the ignorance of former prime minister Takco 
Fukuda who, when he heard Helmut Schmidt raise the subject 
of SS20s, had no idea what the former West German chancellor 
was talking about. 

To most Japanese diplomats, furious and frustrated in their 
dealings with Moscow, it seems plain that the Soviet Union 
only recognises the language of power — and of military power 
at that. “Historically, Moscow has consistently underestimated 
Japan's strength,” said one. When Leonid Brezhnev died last 
November, Suzuki was reluctant to go to Moscow for the fun- 
eral, pointing out that Moscow was represented only by its am- 
bassador at Ohira's funeral. Nevertheless he went, hoping for à 
chat with Brezhnev's heir-apparent Yuri Andropov. 

But though the Soviet leader found time to talk with those 
who came from the US, West Germany, Afghanistan, India and 
Pakistan and though Soviet Premier Nikolay Tikhonov met 
those from Canada, France, Greece, Turkey and Indonesia, 
neither bothered to have a word with Suzuki. The most senior 
Soviet officials to visit Japan have been the late vice-premier 
Mikoyan and Foreign Minister Andrei Gromyko, while three 
Japanese prime ministers and six foreign ministers have been to 
Moscow. 

Japan's hawks argue that such disdain can only be countered 
by tough demonstrations to Moscow of Japan's power: by mar- 
shalling public opinion, particularly on the Northern Islands dis- 
pute, by cementing the alliance with the US, by demonstrating 
that economic strength can be translated into political leverage 
— using Japan's influence to negate Moscow's Asian diplomacy 
— and, of course, by mounting a credible military deterrent. 
"We must attract the attention of the Soviet mule by hitting it be- 
tween the eyes with a big stick," one said, *and how can we do 
that when we at present have in stock only 16 bullets for every 
soldier in our army?" 

Another described the combined toughness and evasiveness 
of Soviet dealings with Japan, relating how Brezhnev had agreed 
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SS20s: former premier Fukuda had never heard of them. 


with visiting Tanaka in 1973 that the two governments would 
negotiate on issues pending since World War II, including the 
Northern Islands — an issue Moscow later refused to discuss, 
pointing out that the joint Brezhney-Tanaka communique had 
not specifically referred to the matter. When Japan raised the 
question of the development of Soviet SS20s several years ago, 
Moscow appeared willing to negotiate. Now it is threatening to 
install more than the 108 already deployed, first claiming that 
these would counter US nuclear weapons on Okinawa and the 
Japan Sea, which it alleged was “stuffed” with nuclear weapons. 
Later, in the face of widespread outrage expressed in Japan 
(even in the leftist Asahi newspaper), Moscow shifted and 
claimed that the new missiles would counter US ship-borne mis- 
siles in the Pacific and Indian Oceans and in the Gulf. 


owever crude Soviet diplomacy may be, Japanese offi- 
He: admit that it is winning partial success in providing 

itself with an excuse, for West European consumption, 
for refusing to dismantle its SS20s. Moscow is thus driving a 
wedge between Europe and Japan — “Which is to be dealt the 
$S20 joker in the Soviet pack?” — persuading the Japanese 
people to take the 108 installed SS20s for granted by threatening 
to deploy more and providing plentiful food on which the al- 
ready strong Japanese peace movement can flourish. 

Several Kremlinologists believed, when Andropov assumed 
the Soviet leadership, that this brute-force approach to relations 
with Japan might change and that Moscow might begin wooing 
Japan away from the US alliance not by threats, but by promises 
of economic rewards. Andropov, after all, had precious few op- 
tions and, with the new Siberian railway system approaching 
completion within 18 months, has much need of capital and 
technology to develop Siberia's resources. 

It would thus make sense for Andropov to end the inexplica- 
ble harshness which has characterised Moscow's relations with 
Japan so far and, possibly with a conciliatory gesture over the 
four Northern Islands, to renew the invitation to Japan to coop. 
erate in the joint development of Siberia. Japan, faced with an 
increasingly protectionist US (with congress still refusing to ease 
trade frictions by agreeing to sell Alaskan oil to Tokyo) and dis- 
appointed in its hopes of building huge projects in China, might 
well find the offer attractive, particularly the prospect of diver- 
sifying sources of imported energy. 

Indeed, Soviet Deputy Foreign Minister Mikhail Kapitsa did 
visit Japan earlier this year to offer a long-term agreement for 
economic cooperation, but it was accompanied with no con- 
ciliatory gesture and continuing nuclear threats. Kapitsa also ar- 
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gued unconvincingly that, if Japan refused the offer, Moscow 
would turn to Europe (hardly likely in view of Europe's insis- 
tence on hard cash and of the huge distances and transport 
bottlenecks involved). Predictably, Tokyo refused. Japan could 
not separate economic from political questions while the North- 
ern Islands issue remained unresolved and a peace treaty for- 
mally ending World War II between the Soviet Union and Japan 
remained unsigned. 


the Americans than does Western Europe on such matters 
as sanctions imposed in response to Soviet actions in Af- 
ghanistan and Poland and on the export of strategic materials 
with military potential. (Japan has cause to regret selling the 
Soviet Union the huge floating drydock which today accommo- 


I is still most important for Tokyo to keep. more in step with 


dates the aircraft. carrier 
Minsk.) For the moment, 
therefore, it appears more 


likely that Andropov will first 
respond to China's expressed 
desire for a detente rather than 
attempt to woo Japan. But the 
possibility remains. 

Unless and until Moscow 

complicates Japan's defence 
debate even further by making 
such overtures, the growing 
perception of the Soviet threat 
to Japan has done little to con- 
centrate the collective Japan- 
ese mind on how best to pursue 
national security. By concen- 
trating its pressure on the twin 
and increasingly linked issues 
of Japan's free ride on defence 
and its trading surplus, 
Washington has helped Tokyo 
conceal the one basic fact 
which successive Japanese gov- 
ernments have refused to face 
and on which they have man- 
aged to evade international 
censure: Japan's continuing 
parsimony in almost every 
field, from receiving refugees 
10 giving overseas aid. 
+ However eloquently Japan- 
"ese officials plead special cir- 
cumstances and unique pro- 
blems, Japan remains one of 
the most protectionist of the 
member-states of the Organi- 
sation for Economic Cooperation and Development, guarding 
its shores with stringent quotas on imports of beef, citrus fruits, 
tobacco and other goods. It restricts the entry of foreign enter- 
prise into Japan, particularly in banking, insurance and the retail 
trade. It maintains regulations designed to protect the Japanese 
consumer from unsafe products but which, in fact, are still used 
to prevent foreign manufacturers from gaining more than deris- 
ory shares of Japan's domestic market. 

Japan's meanness also extends to foreign aid, which at present 
amounts to only 0.34% of GNP. This, together with a defence 
budget of under 1% of GNP (less than a third of the average 
spent on defence by the Nato powers) throws Tokyo's miserli- 
ness into sharp relief. As US Congressman Stephen Solarz has 
pointed out, while Japan's prosperity in terms of per capita GNP 
is approaching that of the US, Washington spends about US$800 
per capita on defence and foreign aid compared with Japan's 
US$135 per capita. Thus Japan's combined bill for defence and 
foreign aid totals only about US$15 billion, or 1.5% of its GNP, 
while West Germany and even France and Britain spend 4-596 
of GNP on these two items. 

In this context, the idea of comprehensive security is begin- 
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ning to surface again. Again the trouble is that the phrase means 


different things to different people. To the group which pro- 
duced the 1980 report it mainly meant Japanese security and in- 
volved strengthening Japan’s defence capability, cementing re- 
lations with the US, stabilising relations with China and the 
Soviet Union, diversifying and securing supplies of energy, 
stockpiling oil, coal and uranium and foodstuffs while helping 
others to increase global food production. 

For others, the comprehensive-security concept is confined 
largely to the defence issue. A recent conference in Tokyo took 
as its starting point a detailed report produced by Robert Bar- 
nett, former deputy assistant secretary of state for East Asia and 
the Pacific in the US State Department and at present with the 
Carnegie Endowment of International Peace. Among the 
paper's main recommendations was a proposal based on Japan's 
expertise in high technology and on the proposition that know- 
ledge is power: that Japan becomes not an unsinkable aircraft 
carrier but the site of an integrated system of electronic surveil- 
lance gathering military infor- 
mation strictly for defensive 
purposes. 

Barnett also repeated his 
proposal that Japan should fur- 
nish technical and financial 
support for a non-military, 
Southeast Asian coastguard 
service, which would bring sec- 
urity to Asean’s troubled sea 
lanes while again gathering in- 
formation. Unless world 
events forced Japan to opt for 
full-scale rearmament, Barnett 
argued, the country should use 
all its intellectual, diplomatic, 
political, economic and scien- 
tific resources to reinforce nu- 
clear non-proliferation com- 
mitments throughout East 
Asia and to take the lead in 
promoting peace and prevent- 
ing war. 

A growing number of 
younger intellectuals talk of 
comprehensive security as ex- 
tending well beyond Japan to 
the whole of East Asia and in- 
deed the rest of the world. Yet 
another conference — a cynic 
might argue that the prolifera- 
tion of conferences and semi- 
nars on defence and security 
matters is an important ele- 
ment of the Japanese jellyfish's 
ability to merge with its 
background and divert its cri- 
tics — was held in Tokyo last January. This was organised by the 
Forum for Policy Innovation, a group of youthful (that is, mid- 
dle-aged), largely academic social scientists but also numbering 
businessmen, bankers and officials. 

This group concluded: “The real danger is that, though Japan 
has rapidly grown to be one of the major economic powers, we 
have been trapped by'a small-country mentality and have, there- 
fore, continued to act as a free rider to the international ‘public 
goods' of free trade and collective security systems." It recom- 
mended the drastic liberalisation of Japan's imports and barriers 
to foreign service industries, Japan should aim, it said, at raising 
expenditure on comprehensive security to 3% of GNP within a 
decade. 

The group argued that, while defence spending should be kept 
at about 1% of GNP, overseas aid, development assistance and 
the transfer of technology to developing countries should be 
generously expanded. It claimed that, if foreign aid was raised 
from the present low level to the still relatively ungenerous level 
of 1% of GNP, Japan would become a “super-aid” power, shoul- 
dering a$ much as 40% of the total overseas development assist- 
ance of all the Development Assistance Committee countries — 
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the main aid-donor nations of the industrialised West. The final 
1% of Japan's 3% comprehensive security expenditure should 
be devoted to international projects to develop alternative 
energy sources, to increase food production and establish fail- 
safe stockpiles of such strategic commodities 
If Britain, with more than 3 million unemployed and a GNP 
which is actually declining, can afford to spend 5% of GNP on 
defence and overseas aid, such a target for Japan within 10 years 
is indeed modest, even parsimonious. It is just possible that 
Nakasone will adopt some such strategy and, indeed, must if his 
offer to represent the interests of Southeast Asia at the Wil- 
liamsburg economic summit is to win credibility — within Asean 
or with the other developed nations. A "super aid" role would 
have many advantages. It would provide an alternative strategy 
to that of Japan joining in the sterile arms race, merely to satisfy 
Washington at the risk of alienating the Soviet Union and possi- 
bly other neighbouring states 
A generous enough package, imaginatively presented, could 
possibly persuade Washington to mitigate its pressure on Japan 
tó rearm, using the arguments that massive increases in aid and 
technology transfers would further stabilise East Asia and lessen 
what vulnerability to communist subversion the region may still 
experience. It Would enhance Japan's influence and do much to 
lessen the disdain it still occasionally suffers from more militarily 
powerful states, with the added advantage of giving the Japan- 
ese a justified claim to moral superiority over those who spend 
their riches og nuclear warheads and missilry 
Finally such a role would be admirably and characteristi- 
cally self-serving. Japanese bilateral-aid programmes are 
still largely in the form of yen credits and dispensed with a pro- 
per regard for commercial viability. A much larger aid prog- 
ramme would accelerate the creation and diversification of even 
more lucrative markets for Japanese goods. If it worked, Japan 
could one day even contemplate reducing its actual defence ex- 
penditure — and thus have a chance to play — very profitably 
the moral leadership role urged on Tokyo by Palme and, for 


their own good reasons, the majority of Japanese voters. 

Such a role is very different from Nakasone's own vision of the 
future Japan, but at least he is trying to define a policy, attempt- 
ing to assert the prime minister's central authority over the vari- 
ous power centres, the rival ministries and other establishment 

bodies. If he is successful, Japan could acquire a new sense of di- 

rection and purpose. 

But the cards are stacked against him. Already his hawkish 
statements in Washington have produced a backlash from the 
| leftward-leaning national press, which has begun one of its curi- 
ously concerted campaigns against him — probably as much in 
reaction to his authoritative directness of manner as aimed at his 
policies. His chances of centralising and shaping the process of 
decision-making and of implementing those decisions against 
the bureaucracy's will were never good. They appear fainter 
now that the consensus appears to be moving against him and. 
political commentators are speculating how long he will remain 
in office 

It is all too likely that the shapeless Japanese jellyfish will re- 
sume its meandering course, producing murky excuses for its 
passivity: full liberalisation must bow before the importance of 
the rural vote to those who rule; parsimony is dictated by the 
damaging capital outflow suffered while the dollar was strong 
and the ven undervalued; new expenditures must be postponed 
in viewof the growing budget deficit and the unpopularity of any 
new taxes. 

The world has heard them before, or variations on them. A 
consensus on increased defence spending is as unlikely to 
emerge as a consensus on the need for more generous foreign aid 

— even if the total bill only adds up to 3% of GNP. The jellyfish 
rarely swims against the current and the Japanese are not com- 
| fortable with leaders who make new, bold initiatives and who 
| change the national direction — unless they are under extreme 
| pressure. And decisions taken under such circumstances could 

be as disastrous as those made when Japan last felt itself so pres- 

surised, back in the 1930s. a 
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pan 's foreign relations are a good deal older, more exten- 
е and more complex than is generally supposed, even by 
he Japanese themselves; The sudden emergence of a vigor- 
competitive Japan. towards the end of the 19th century 
long period of seemingly self-imposed seclusion appears 
ering, like a mysterious but uninvited arrival at a cocktail 
fter Japan’s victory over. Tsarist Russia in the 1904-05 
became generally accepted, though at times begrudgingly 
always with complete conviction, that Japan was a 
be reckoned with, But the reasons for the dramatic rise 
try, which many people believed (and still believe) had 
itself to be bypassed by all the developments which had 
the West great — by reducing its overseas contacts to the 
mum — are very often regarded as enigmatic. However, 
en in historical perspective there is no puzzle. To say 
ot to. belittle the unique achievement of modern Japan 
erely to assert that, like most things, Japan's development 
sable of both explanation and understanding. 
om very early days Japan has been very much a part of the 
sian cultural and economic world order. There were ex- 
borrowings from China quite early in Japanese history, 
ted through the Korean peninsula, especially in fine 
losophy. (Confucianism), religion (Buddhism) and of 
з written language. All were influential in the develop- 
of Japan's indigenous society and culture, though it should 
stressed that the Japanese even then were selective about 
at they borrowed and adapted things as it suited them: Heian 
was no more an imitation China than present-day Japan is 
tation of. the United States. Japanese attitudes towards 
„сап ‘be characterised as ambivalent, which is precisely 
w one would describe much of Japan's foreign relations 
ay. This ambivalence can be seen in the Middle Ages under 
\shikaga shogunate (1336-1573). 
"wards the end of the 14th century, Ashikaga shogun 
tsu (Japanese emperors had long since become mere 
i¢ads) sought to establish formal diplomatic relations with 
‘China. At that time the only contacts with the Asian main- 
were the piratical attacks on the Chinese and Korean coasts 
the мако, or dwarf pirates as the Japanese were called on the 
land. In order to formalise ties, Yoshimitsu accepted the 
e King of Japan from the Chinese emperor, thus entering into 
Chinese tributary system of international relations as an in- 
r of the Son of Heaven. Criticised by some of his contem- 
ies for compromising budding notions of sovereignty, he 
been widely attacked since. But such criticism is largely un- 
'The idea of national sovereignty barely existed at the time 
ough it was slowly evolving — and entering into a tributary 
ionship with China was, short of piracy, the only way to es- 
ish a proper trading relationship with the Middle Kingdom 
the exchange of tribute was the umbrella under which trade, 
al and private, could be realised legitimately. 
The amount of trade between Japan and China, conducted by 
th countries, was tiny. It was as much the result 
ming at the bottom of the Confucian hierarchy 
as therefore felt to be only of marginal importance to the 





ulations and рулети involved in trying to carry it out, 
ich make contemporary: grumbles over Japanese non-tariff 
E The Japanese were not so inhibited 






ed Most of silver ingots, copper coins, 
ds, sulphur, copper, 


e concern for steering a 
cularly Japanese course 








sapanwood and craft goods such as screens and lacquerware 
from Japan. The trade continued until the political instability 
caused by civil wars of the late 15th and 16th centuries (the sen- 
goku jidai) brought about a decline in official trade — not so 
much of private trade under the control of various local lords 
prepared to circumvent the rules— and finally a severing of rela- 
tions between the two empires in 1557 às a result of renewed 
piratical activities. These later wak6 also. included dissident 


. Chinese elements. 







During the Middle Ages, Japan also had tr: à 
the Ryukyu Islands (Okinawa), a complétel 
dom until 1609 when it became a vassal state of the Satsuma fief 
in southern Kyushu; Korea, conducted by the $0 family, rulers 
of the Tsushima fief between Korea and Japan; апі Siam, 
though trade with the latter was very slight. The Ryukyu trading 
connection was extremely important because Ryukyu ships 
sailed not only to China (with whom the islands.also had a tribut- 
ary relationship), Korea and Japan, but also to Southeast Asia, 
including Annam (Vietnam), Patani and Ligor (Thailand) and 
Malacca, then the major crossroads for trade between Northeast 
and Southeast Asia and southern India; and from there through 
Arabia and on to the eastern Mediterranean into Venice and 
Europe. Ryukyu vessels brought Southeast Asian commodities 
such as sapanwood used as a dye and in medicine to Japan. Some 
were then re-exported to China which was going through one of 
its periodic aversions towards foreign trading contacts, as. much 
a policy to try to stamp out piracy as an attempt to create a gov- 


„ernment monopoly over trade... 


trading. patterns of Northeast Asia. The importance of 
the Ryukyus as a major entrepot linking Northeast with 
Southeast Asia withered because of the flouting of the ban on 
overseas trade by Chinese merchants — so much so thatthe ba 
had to be revoked in 1567 at least for voyages to Southeast Ásia 
but not for those to Japan. It also withered with the arrival of the 
Portuguese as key traders in Asian waters who first reached 
Japan by accident (one of their ships was blown off course on a 
voyage to China) in 1543. Marco Polo had already made Euro- 
peans. familiar with Cipangu, . which he. picked up from the 
Chinese. but, as the first major contact between Europe and 
Japan. was made via Southeast Asi vas the Malay rendering 
Japun, also from the Chinese, which stuck. 
Like their fellow Europeans, the Dutch: and English who fol- 
lowed them to Asia — the Spanish reached Asia from the Pacific 
and were only of importance in the Philippines; in Japan they 
were marginally influential —the Portuguese were merely a new 
wave Of traders in waters that had been vibrant with mercantile 
commerce for more than 200 years. Unlike their descendants in 
the 19th century, they did not come cluttered with ideas of Euro- 
pean superiority whether technological, economic, social, cul- 
tural or racial. Nor.could they have had such ideas for at that 
time the advaricéd regions of the world, which included most of 
Asia and of Europe, were roughly опа par in many aspects of 
development, In some matters (such as ad tration in China) 
Asia was more developed. There were excéptions of course. 
Brute force was ruthlessly applied by the Dutch in the Spice Is- 
lands in an effort to wrest control of t pice trade from the Por- 
tuguese, but wherever the Euri ith powerful; well- 
established peiie i d to. adapt them- 


р: the 16th clintury theren wasa kS сони in the 





















trade between the two countries. This trade consisted largely of 
Chinese silk and gold exports to Japan and silver exports from 
Japan to China. Japanese silver production increased sharply in 
the 16th century as a result of improved smelting techniques 
learned from Korea which made Japan into a major silver ex- 
porter. Silk and Silver were to remain at the heart of Japan’s 
overseas trading relations until the 18th century. 

Once the Portuguese had established themselves in Macau in 
1557, the annual visit of “the great ship from Amacon" was ea- 
gerly awaited by the Japanese, whose craving for imports was 
stimulated by the cessation of the civil wars and the gradual re- 
storation of political stability. The profits for the Portuguese 
were good, usually between 70-80% , even more than 100% on 
occasion. Toyotomi Hideyoshi, who rather than the more fa- 
mous Ieyasu Tokugawa deserves the fame for reuniting Japan, 
encouraged the Portuguese trade in order to bolster his own 
position. Chinese gold also came in handy to help finance his 
futile invasion of Korea in 1592-98, an act which further alien- 
ated Japan from China as Korea was a tributary state of China. 

Hideyoshi was not so keen on that other import brought in the 
wake of the Portuguese — Roman Catholic missionaries. Mis- 
sionary activity had been progressing apace since the Jesuit 
Francis Xavier's visit to Japan in 1549. Religious conversion was 
especially successful in Kyushu and seemed to bear out Xavier's 
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Hirado: Zuiunzenji temple and St Francis Xavier memorial church steeple. 
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optimistic assessment that Japan was capable “of the self-per- 
petuation of Christianity." However, such success quickly 
caused concern to a regime that was trying to consolidate its 
power. It was not myopic xenophobia and the mere fact that 
Christianity was foreign that turned first Hideyoshi and then his 
successor Ieyasu, who gained power by defeating his opponents 
in the famous battle of Sekigahara in 1600, against Catholicism. 
It was national security reasons. 

The Japanese realised pretty quickly — as had some Euro- 
pean rulers like Henry II of England during his quarrel with Bec- 
ket — that Roman Catholicism could make a man the servant of 
two masters, his secular ruler and the Pope. A regime that was 
seeking to establish itself firmly in power and indeed to 
legitimise that power was determined to have none of it. Christ- 
ianity came to be seen as potentially subversive, especially as it 
was a doctrine that allowed subjects the right to revolt against an 
unjust ruler. The crackdown against Christianity was steady and 
progressive, but not pre-determined, from Hideyoshi's half- 
hearted capricious ban in 1587. 


establishing the Tokugawas as rulers of Japan until 1867, 

the Japanese realised that they could have the benefits of 
foreign trade without the disadvantages of the missionaries. 
leyasu, like Hideyoshi, was keen to promote overseas trade, 
especially as it helped buttress his own financial position. From 
the interrogation of the crew of a Dutch ship, blown on to the 
Kyushu coast in 1600 and from information given by its pilot, the 
famous Englishman William Adams, the Japanese discovered 
that Christianity was no monolith and that some European na- 
tions had rejected papal pretensions. Ieyasu utilised two of the 
Dutch crew, who sailed to Patani — then a Malay tributary state 
of Siam — in 1605 to establish contact with the Dutch East India 
Co. — then rapidly expanding its activities in Asia — and invite 
them to trade with Japan which they did in 1609 when they 
opened a trading station (or factory) at Hirado in northwest 
Kyushu. 

It was no mere act of friendly Japanese hospitality. leyasu was 
determined to break the Portuguese monopoly, an attitude 
which is perhaps echoed today in the fear expressed by many Ja- 
panese of over-dependency on the US for agricultural products. 
To this end he also made overtures to the Chinese in the hope of 
restoring relations which had been soured even more by 
Hideyoshi's Korean campaigns, but was rebuffed by the Ming 
court. However, Chinese coastal merchants were eager to deve- 
lop existing unofficial trade so that, despite the Ming ban, some 
Chinese got in on the lucrative Japan trade. The number of 
Chinese residents in Nagasaki's Chinatown increased from 
about 20 in 1608 to 2-3,000 by 1620, far outnumbering the total 
European population in Japan. 

Perhaps Ieyasu’s most significant decision, in terms of increas- 
ing the volume of trade, was to expand the number of licensed 
Japanese ships trading with Southeast Asia, especially to Cochin 
China (Vietnam), Siam and the Philippines, a development 
which Hideyoshi had set in motion. Ever quick to learn, the Ja- 
panese exploited and adapted nautical knowledge acquired 
from the Portuguese and successfully navigated the waters be- 
tween Japan and Southeast Asia. Japanese ships were permitted 
to participate in this trade if they had a red seal permit (shuinjo) 
granted by the shogun. The issuing of such protective passes was 
common practice in Asian waters. 

It has been calculated that some 350 ships went to Southeast 
Asia between about 1605-35 when they were forbidden. The 
shuin sen, as the red seal ships were called, did not carry the first 
Japanese to venture overseas: they had been to China and Korea 
and trade with the Philippines had already started after the 
Spanish conquest in 1565. Some Japanese even made it to 
Europe. In the 1580s four young Kyushu noblemen were sent as 
delegates to Rome under Jesuit auspices and, in the same de- 
cade, two young Japanese seized with some Filipinos from a 
Spanish galleon off the California coast were brought to Eng- 
land. 

The voyages to Southeast Asia prompted the setting up of a 
number of Japanese settlements (nihon machi), in Manila, 
Batavia (Jakarta), Ayuttahaya (Siam) and in Indochina where 
Japanese expatriates controlled the local economy in Faifo. One 
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U leyasu, who assumed the title of shogun in 1603 thus 
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of these overseas Japanese, Nagamasa Yamada, became more 
powerful and influential in Siamese politics than the much over- 
rated William Adams in Japan. The number of residents in these 
settlements was increased by exiles from the Christian persecu- 
tions during the 17th century. If overseas travel by Japanese had 
not been forbidden in the 1630s it is highly likely that the Japan- 
ese would have become directly locked into the Southeast Asian 
trading world. Scattered references to the nihon machi crop up 
throughout the 17th century but gradually the inhabitants were 
absorbed into their adopted societies. 

The shuin sen exported mainly silver and copper from Japan 
and imported raw silk, silk fabrics, cloth, sugar — much in de- 
mand as a luxury — deer skins and shark skins used for sword 
hilts. A quarter of all recorded shuin sen traded with Cochin 
China where Chinese raw silk was readily available. It is esti- 
mated that while they operated they carried some 50-70% of all 
raw-silk imports to Japan and around 
30-40,000 kgs of silver from it. Con- 
trary to the modern truism that Japan 
is a country without natural re- 
sources, in the 17th century it had two 
much sought-after resources — silver 
and copper — which played a signifi- 
cant part in the burgeoning world 
economy of the time. 

Seiichi Iwao has estimated that Ja- 
panese silver exports in the early 17th 
century amounted to 30-40% of total 
world silver production, remarking 
that the lure of this silver “explains 
why European and Asian merchants 
were so enthusiastic about develop- 
ing trade with Japan." Later in the 
17th century copper replaced silver as 
the most valued Japanese export. Ja- 
panese copper was listed on the 
Amsterdam market until 1688 and for 
a short period supplies to the Euro- 
pean market equalled about half the 
copper exports from Sweden, then 
the major copper producer. There 
were, however, no cries for protec- 
tion against these early Japanese ex- 
ports. 


he key to success for anyone 
т" to break into the thriv- 
ing Japanese market in the 
early 17th century was to get in on the 
silk-silver China trade. The English 
East India Co., which maintained a 
trading station in Hirado alongside 
the Dutch for 10 years from 1613, 
failed to do so. This was not entirely 
the fault of the теп оп the spot, who 
soon began to realise the importance 
of the China trade. It was mainly the 
result of the company in London not 
pursuing its East Asian interests vig- 
orously enough, an explanation that 
sounds familiar. The English withdrew from Japan in 1623 and 
from their other stations in Southeast Asia, except Bantam. 
The Dutch were more successful, though not initially. At first 
most of their energy was directed against the Portuguese in the 
Spice Islands. In Europe the Dutch were engaged in a war of lib- 
eration from the Spanish crown, then temporarily united with 
Portugal. It was not to be the only time that Europeans were to 
export their domestic quarrels to Asia. During their first 10 
years in Japan the Dutch prowled the seas like pirates indiscrimi- 
nately attacking Portuguese, Spanish, English and Chinese. 
Their Hirado factory became a kind of entrepot where the plun- 
der was sorted out for re-export. Silk was also re-exported de- 
spite the demand for it within Japan. The Dutch employed Ja- 
panese as crew and as soldiers in their raids. 
This changed in 1621 when the Dutch — and the English who 
joined them from 1619 — were ordered to cease privateering in 
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Japanese waters. The reason given was that all foreigners seek- 
ing to trade with Japan were welcome and were therefore engi- 
tled to the shogun’s protection. The government also banned the 
export of weapons from Japan — the Japanese had been fast to 
learn the art of weapons manufacture fromthe Portuguese inthe 
16th century — and the recruiting of Japanese for Europeanad- 
venturism overseas. These instructions forced the Dutch to reds- 
sess their attitudes to the Japan market which they began ae 
proach more seriously and systematically, trying to edge ÎR On 
the silk-silver trade. Their persistence was rewarded by tick 


even in the face of an abrogati 1 ль relations from 1628- 

32 caused by a clash with Ja raders-in Taiwan, whieh 

the Dutch occupied from 1624 until they were driven out by the 
AUR М 





who defied the overseas travel ban іп 1855. 





Ming-loyalist, half-Japanese Koxinga in 1661-62, Like the Por- 
tuguese, when they first arrived in Japan the Dutch were able to 
take advantage of political changes within Japan. 

The merchants who had financed and benefited from the 
shuin sen trade had been intimately connected with the first two 


Tokugawa shoguns. Under the third, Japan's polity was re- 


drawn. A strong centralised bureaucracy evolved and Confucian 
notions of status were emphasised. Under this schema there was 
no place. for merchant cronies of former shoguns; merchants 


came at the bottom of the status pack. 


Added to this were the insecurities of a relatively new regime 
seeking legitimacy within Japan and recognition from its neigh- 
bours abroad. Overseas Japanese could not be fitted into this 
new connection; they were beyond the shogun's writ. It is in this; 
light that the drift of policy in the 1630s has to be viewed: the ban 


on overseas voyages by Japanese (limited in 1633, banned out- 


j 
Р. 
` right in 1635) which was a great boon to the Portuguese, Dutch 
- and Chinese; the expulsion of the Portuguese in 1639 shortly 
after the suppression of a Christian peasant revolt in Kyushu; 
- and the removal of the Dutch in 1641 to Deshima, the man-made 
б island іп Nagasaki harbour, originally built to confine the Por- 
, tuguese. 
| These decisions were not made easily. Quite the contrary; in 
- the late 1630s the shogunate went to great lengths to ensure that 
i its decisions would neither affect trade nor even curtail it. Be- 
| sides, the Japanese had always distinguished between trade and 
— religion regardless of Dutch (and English while they were in 
E insinuations that Portuguese and Spanish merchants 
| vere merely fifth columnists for Catholic missionaries and Ibe- 
_ пап domination. The Japanese made up their own minds, 
_ though they were highly suspicious of the Spanish who, after all, 
| had conquered the Philippines and expelled all Spanish mer- 
` chants in 1624. 
| The decision to expel the Portuguese, however, was made 
{ somewhat reluctantly, especially because a number of influen- 
| tial Japanese had shifted their investments after. 1633 from the 
. shuin sen to the Portuguese. The Dutch were sounded out to as- 
| certain if they could fill the gap that would be left by the depar- 
| ture of the Portuguese and — more importantly — the Tsushima 





апа Satsuma fiefs were ordered to increase their trade with 
Korea and the Ryukyus, which were permitted to take advan- 
tage of their tributary status with both China and Japan and to 
trade with both. 















"Aa well-conceived, long-planned, implacably executed 
^ policy to cut off the country and restrict trade is wrong. 
- The Japanese are too often thought to be more calculating and 
adept at making and executing policy than they are in reality. 
For a start, as is frequently the case with catch phrases in Japan- 
ese — “life-time employment," first used by James Abegglen, 
only became current in Japan after his book was translated into 
Japanese in the late 1950s — sakoku was originally coined from a 
foreign source only at the beginning of the 19th century, when 
‘one of the official Nagasaki interpreters translated Engelbert 
Kaempfer’s History of Japan. It is anachronistic to use it to de- 
‘scribe the events of the 1630s. 

dr Secondly, from 1630-80 Japan's foreign trade increased strik- 
ingly with the Tsushima-Korea-China trade, the overseas 
Chinese Nagasaki-based trade, the Dutch trade and the Sat- 
_ suma-Ryukyu-China trade in that order, contributing greatly to 
[he expansion of silk imports and silver and copper exports. The 
Japanese may have chucked out the Portuguese and kept the 
Dutch — prepared to conform closely to Japanese custom and 
protocol making them tributaries in Japanese eyes, earning 
Ё them the opprobrium and ridicule of their fellow Europeans. 


Ü S о the notion that the closing of the country, or sakoku, was 


- However, the Japanese never were dependent on the Euro- 
ans for trade until after the arrival of Perry's black ships in 
| 1853. This concern for independence, for steering a specifically 
| Japanese course in the world, remains a potent force in 
| policymaking to this day. 
— — Thirdly, foreign trade stimulated economic growth in Japan 
- until the end of the 17th century, especially Kyoto's silk-weaving 
_ industry which relied on Chinese raw silk and silver and copper 
_ mining. It is not surprising that, when the British East India Co. 
| began to think more carefully and methodically again about East 
Asia after the mid-17th century, it should aim its sights at Japan. 
The 1672 mission failed not so much because Charles II was mar- 
ried to a Portuguese, about which the Dutch tipped off the Ja- 
panese, but because the latter did not need them. 

By the end of the 17th century outflows of silver exports 
(and copper) caused a currency crisis; through Nagasaki they 
were strictly limited but not through the Tsushima fief which, in 
its trading activities with Korea and its relations with the shogun- 
ate, acted with the business acumen of a modern sogo shosha 
(trading company). From 1685-1737 foreign trade was once 
again reorganised. In 1685 a quota was imposed on all trade 
through Nagasaki. The Chinese were permitted to carry twice as 
much as the Dutch. However, Tsushima-Korea-China trade 








* di irs. A NETT 
| continued to thrive until 1737 when the shogunate began to de- 


base the coinage on which the trade relied, causing it to collapse. 
In 1763 silver exports were forbidden altogether. These deve- 
lopments, especially the withering of Tsushima's trade, helped 
encourage the rise of a domestic raw-silk industry which took off 
and proved to be Japan's biggest export earner in the process of 
industrialisation. This is another indication, along with the 
spread of a market economy during the 18th century, that strong 
foundations for sustained economic growth were already shap- 
ing up before Perry came knocking at Japan's door. 

At cultural level, the limiting of contacts with the West after 
the 1630s should also be seen in perspective. For one thing 
Chinese cultural influence remained strong. Moreover, the 
European impact on a society and culture which was already 
very sophisticated and creative with a highly refined aesthetic 
sense was minimal. Nor could it have been otherwise. 

Europe at that time, especially the western seaboard from 
where the first Europeans came, was not so remarkable. Most 
Europeans who came to Japan did not feel that they were out- 
standing anyway. For the most part they came as traders — not 
as cultural attaches — and they came from a culture that had not 
yet developed beliefs in its own superiority. As Holden Furber 
has put it: “Cows were kept in the heart of London just as they 
were in the centre of Delhi and other great Asian cities." The 
only thing that the Europeans did feel set them off against the Ja- 
panese was their Chris- 
tianity. 

The Protestants, 
however, kept their re- 
ligion to themselves for 
in the 17th century, 
with the exception of 
Ceylon (Sri Lanka) and 
Formosa (Taiwan), 
Protestantism was not 
a proselytising religion 
and Catholic mission- 
ary activity in Japan, 
under the influence of 
the Jesuits, was more 
subtle in design and 
execution than what 
took place across the 
Pacific under the Con- 
quistadores. The Je- 
suits made rigorous ef- 
forts to blend in and to 
adapt Catholicism. to 
the local culture. But 
they also filtered out aspects of Europe — like Protestantism — 
of which they felt the Japanese would be better left in ignorance. 
In view of the Japanese thirst for knowledge and their penchant 
for thoroughness that was a serious mistake. So even the Catho- 
lic contribution of European culture to Japan should not be 
exaggerated. It is totally misleading to talk about Japan's Christ- 
ian century. Christianity was not central to the political, social 
and economic development of Japan in the 16th and 17th cen- 
turies. However, there is no doubt that the paring down of 
foreign contacts to a minimum has left a psychological legacy of 
curiosity and awkwardness, at times bordering on hostility, to- 
wards foreigners though the fanatical xenophobia of the 1930s 
and 1940s has also contributed to this. 

By the time the Europeans and Americans began to make de- 
termined efforts to re-establish trade with Japan in the 19th cen- 
tury, the world had changed beyond recognition. The industrial 
revolution, which was to transform human society everywhere, 
was well under way. But the Japanese had not just stagnated in 
idle bliss under the cherry blossoms. The Dutch were required to 
give a detailed report on the state of the world on their official 
embassies to Edo (Tokyo), which took place annually after 

1633, biannually after 1764 and every four years after 1790 until 
they ceased in 1850. The questions, characteristically, went into 
minutiae and the answers were recorded and assessed. In this 
way the Japanese kept abreast of what was happening abroad 
"and how it was likely to affect Japan. 
From the second half of the 18th century,-a small-group of 
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very different from | f the first European contacts. 
sulting heady mixture 
ans budding overseas 
adventures which tely ле disastrous for the very 
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thinking of attitudes, or spirit — چ سس‎ nay evocative word ii 
but no longer in the West — if future Asian historians are 
reverse Sansom's formulation sometime in the not-too-dista 
future. 
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JAPAN ‘83 


DIPLOMACY 


The Nakasone 
PR exuberance 


he images Prime Minister Yasuhiro Nakasone has left 
T his wake during his long career — at times disturb- 

ing and rancorous, at others opportunistic and at still 
others visionary, forthright and firm — appear to do injustice 
to the complexity and pragmatism of the man. In just six months 
Nakasone has energetically achieved for Japan better relations 
with the leaders and peoples of South Korea, the United States 
and Southeast Asia than any of his recent predecessors, even 
while his domestic political base remained tenuous and uncer- 
tain. 

During his election campaign, Nakasone was fond of saying 
that Japan needs a leader of bold vision who speaks clearly and 
directly. It was apparent, in his comparisons with the late US 
president John F. Kennedy, that he viewed himself as a refresh- 
ing wind of change, able to transcend party politics and bureau- 
cracy in shaping governmental policies. In his tour of South 
Korea, Nakasone displayed some of this vigour. 

He bulldozed aside the objections of the Foreign Ministry in 
scheduling a visit to South Korea before going to the US. He 
personally dealt with South Korea as an important and equal 
country. As a result, he reduced the level of acidity in Japanese- 
South Korean relations, perhaps even injecting an element of af- 
fection. This was no mean feat when, only 30 years ago, then 
South Korean president Syngman Rhee, replying to a Japanese 
offer to provide logistical support in the Korean War, declared 
that if one Japanese soldier set foot on Korean soil he would stop 
fighting the communists and attack the Japanese. 

In the US Nakasone also achieved considerable success in im- 
pressing his hosts but was stung by his own exuberance and en- 
joyment of extemporaneous speaking. Although later it was dis- 
covered that the phrase was mistranslated into English, his com- 
ment that Japan should be an “unsinkable aircraft carrier" — as 
understood by The Washington Post and transmitted to Japan 
— badly shook Nakasone's domestic base for several weeks, It 
made him appear again glib and unreliable: There were stormy 
editorials and parliamentary debates; the non-mainstream fac- 
tions of the ruling Liberal Democratic Party (LDP) disowned 
the statement and the Soviets rattled their sabres, reminding 
Japan of the risks of drawing militarily closer to the US. 

Nakasone was reported to have been chastened by his US 
visit. His wariness of the foreign press probably deepened. In- 
stead of lively off-the-cuff answers and digressions, he began to 
show a preference for written questions and bland replies. It be- 
came clear that the Foreign Ministry prepared the public rela- 
tions campaign for his visit in May to Asean countries and 
Brunei with utmost care and caution. Indeed the main objective 
of Nakasone's visit to Southeast Asia was public relations. By 
most accounts, Nakasone blended into the designated role al- 
most flawlessly. He assumed a modest and attractive profile — 
and was reassuring, warm and clear. 


Asian concerns about Japan's military buildup. As one 

Foreign Ministry official in Tokyo said: "This problem 
was nothing new — we had been explaining our position on de- 
fence at every opportunity, at every level, eversince we began to 
see apprehension among Southeast Asian countries from the 
middle of last year." 

It is believed that Malaysia and Singapore fully understood 
and sympathised with Japan's defence policies well before 
Nakasone's visit, but that he personally made an impact on In- 
donesia and the Philippines. The message was simple and yet 
still ambiguous enough not to anger hawks in his own party and 
in the US: consistent with the constitution Japan intends to build 


Ni most ‘subtle task was to defuse Southeast 





The Prime Minister: defusing fears of a military buildup 





its armed forces for its own defence, including defence of its sea- 
lanes. Just after Nakasone’s visit it was disclosed that the Minis- 
try of Finance was not going to allow defence spending to exceed 
1% of Japan’s gross national product in the coming fiscal year, a 
position which will probably prevail in the coming budget 
negotiations. 

The few formal agreements concluded or announced during 
the tour were extensions of earlier initiatives— by now the stand- 
ard aid and loans, opening the Japanese market a little more to 
Asean goods, support for Asean on the Cambodia question and 
transfers of technology and inter-country student exchanges. 
Nakasone also promised to make a special effort to lower tariffs 
on certain Asean products of particularly symbolic importance 
such as boneless chicken, bananas and palm oil, though he could 
not promise anything on canned pineapples which threatened 
the livelihood of farmers on Okinawa. Nakasone also agreed to 
reflect Asean concerns at the Williamsburg economic summit. 

It appears that such bland consistency with policies of earlier 
administrations generated more confidence and reassurance 
than any new bold programmes could have done. As one Japan- 
ese official said: “There are no major problems between Japan 
and Asean.” A potentially activist leader such as Nakasone was 
highly suited to bring a message that nothing radical was being 
contemplated and that nothing new was needed to keep Japan- 
Asean relations growing. By doing little and not making mis- 
takes, Nakasone enhanced his stature as a statesman. 

Domestically, Nakasone has been as unassuming and moder- 
ate as he was during his tour of Southeast Asia. As prime minis- 
ter, he has avoided endorsing any pet programme of the conser- 
vative wing of the LDP — anti-espionage legislation, revision of 
the constitution, recognition of the Yasukuni Shrine, or reform 
of the educational system. In any event, he has insufficient poli- 
tical strength to force major domestic initiatives. 

His best hope of acquiring such strength is to inherit a large 
portion of the faction led by former prime minister and defen- 
dant in the Lockheed bribery trials, Kakuei Tanaka, who may be 
obliged to retire from politics. A more remote possibility is for 
Nakasone's faction to expand gradually at the expense of others 
in the LDP with each election. Until then Nakasone will proba- 
bly continue to make his mark primarily in foreign relations, re- 
lying on his undoubtedly charismatic and personable nature in 
striking friendships with foreign leaders while mainly advancing 
and refining the policies developed by his predecessors. 
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As a long-term financing specialist 
NCB has played a vital role in the miraculous growth of Japan's economy. 
From its numerous experiences in assisting a company's growth, NCB knows 
the importance of quick actions in meeting their financial needs at some 
specific stages. That's why NCB, now as an international wholesale bank, is 
uniquely responsive to its customers looking for funds for their further growth. 


From a strong base 


NCB arranges finance for major overseas projects such as development of 
energy resources or construction of industrial plants. With assets exceeding 
USS32 billion NCB has the size and power to assure successful accomplishment 
of these tasks. 


In Japan and elsewhere 


If you need financial and advisory services, especially in yen-denominated 
financing, contact NCB. You will find us uniquely responsive — and capable. 


Nippon Credit Bank 


Head Office: 13-10, Kudan-kita 1-chome, Chiyoda-ku, Tokyo 102, Japan Tel: 03-263-1111 Telex: J26921, J28788 NCBTOK 

Hong Kong Office: Room 1701, Gloucester Tower, The Landmark, 11 Pedder Street, Hong Fon Tel: 5-264341 Telex: 65744 

Singapore Office: 6 Shenton Way #16-01, DBS Building, Singapore 0106, "pers Tel: 2229233 Telex: RS 33945 

Sydney Office: Level 55, MLC Centre, 19-29, Martin Place, Sydney, N.S.W. 2000, Australia Tel: 27-1661/2 Telex: 71374 

Nippon Credit International (HK) Ltd. Room 1701, Gloucester Tower, The Landmark, 11 pedder Street, Hong Kong Tel: 5-264341 Telex: 65744 
Other Offices: London, New York, Los Angeles, Grand Cayman, Frankfurt/Main, Paris, Sào Paulo, Bahrain 

Affiliates: Paris, Zurich, Honolulu, São Paulo, Jakarta 
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For Results, 
For PIPS 





And PIPS is ready for you. PIPS is a powerful, no- 
programming information management system that 
anyone can put to work as soon as it's turned on. 
And get results immediately. 

PIPS is more basic than Basic. More versatile. 
And far simpler to use. PIPS is ready for spreadsheet 
applications, large-scale data base management 
tasks, graphic data analysis, and more. 

PIPS is available with the M23 series of desktop 
computers from SORD. And with every other model 
in SORD's desktop business line: the powerful 
M343, the versatile M243, and the portable M23P. 

SORD computers, with PIPS, are ready to go to 
work for you today. And give you the results you 
ought to be getting. 
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30-ku, Tokyo 104, Japan. Phone: (0 73.3584 Telex: 2 5 SORDINJ 
188 Telex RSÓ7 38881 OCPS PIPS INN. (Singapore): Phone 36 
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———— PROFITS ARE EARNED THROUGH USE-— NOT OWNERSHIP — — - OF EQUIPMENT 
NOW, WE MEET ALL YOUR NEED — 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 
FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC'S NETWORK 
WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 
BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 
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OLC's subsidiaries and affiliated Companies in Asia Н Н 2 

Hong Kong — Orient Leasing (Asia) Ltd Orient Leasing Sla t e 
— Orient Leasing (Hong Kong) Ltd 

Singapore — Orient Leasing Singapore Ltd Licenced o d Company 

Malaysia — United Orient Leasing Co., SDN, BHD 0 i t L HK Ltd 

Indonesia — P. T. Orient Bina Usaha Leasing rien easing . 

Korea — Korea Development Leasing Corporation Equipment Leasing Specialist 


Orient Leasing Co., Ltd. Philippines = Consol'dated Orient Leasingand ^ 30th Floor, United Centre, 95, Queensway, Hong Kong. 
Thailand — Thai Orient Leasing Со, Ltd Tel: 5-295522-7 Telex: 75680 OLCHK HX 
TOKYO Sri Lanka — Lanka Orient Leasing Co., Ltd 


China — China Orient Leasing Co., Ltd 
























FACT: 


TOYOTA ADVANCED ENGINEER 
ADDS UP TO 10,000,000 COR 


FACT: In 7 of the last 8 years, Toyota Corolla has been 
* selling car in the world. The car everyone loves. 
this year, the 10,000,000th Corolla was built—a rema « 
popularity that's unique in automotive history. 


РАСТ: €» s popularity has been proved in more thi 

* countries around the world —by all kinds of driv 
under all kinds of driving conditions year after year. As a test 
Toyota's quality and reliability, that’s a proving ground second 


FACT: Toyota keeps Corolla on top by a total dedication te 
* advanced design and engineering, plus quality contro 
production facilities that are among the most modern in the world 
We suggest you visit a Toyota showroom soon and see for уой 

The facts come alive when you drive a Toyota. 





























As one of Japan’s major the need for popular fabrics. extend to distribution, business 
integrated trading houses, From India, Pakistan, organization, information 
C. Itoh is helping the countries | Bangladesh and Sri Lanka we gathering, financing, 
in Asia set the pace in import iron ore, shrimp, management guidance, 
economic growth. cotton, jute and other products. | development and other areas. 

In Indonesia we develop oil | Ai , | | So whatever your business, our 
resources. In Singapore we | £ Ml across Asia, C. Itoh is | trained experts will be happy | 
refine oil and process sugar. working to build a better future | to help you set the 
In Malaysia we manufacture for all. With joint venture pace for growth. 
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C. ITOH & CO., (Hong Kong) LTD. 
28th Floor, United Centre Building 95, Queensway, Hong Kong Phone: 5-296011 (15 lines) Telex: 73212 (ITOHC HX) 


C. ITOH & CO., LTD. 

Tokyo Head Office: C.P.O. Box 136, Tokyo, Japan Telex: J22295 (ITOHCHU) 

Singapore Branch: Hong Leong Building, 16, Raffles Quay, Singapore 0104 Phone: 2202755 Telex: 21275 (CITOH RS) 

Kuala Lumpur Branch: Lot No. 201, Kompieks Antarabangsa, Jalan Sultan Ismail, } mpur, Malaysia Phone: 429166 Telex: 30295 (CITOH MA) 
Other Offices in Asia: Bangkok, Bombay, Calcutta, Colombo, Dacca, Islamabad, Jakarta, Kaohsiung, Karachi, Kota Kinabalu, Kuching, Manila, 


C ITOH New Delhi, Penang, Pohang, Pusan, Sandakan, Seoul and Taipei 
в New York, Sao Paulo, London, Cairo, Sydney and 113 Overseas offices 
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Japan's largest bank: 








DKB is Japan's largest bank. with total assets exceeding USS99 billion. DKB is also the 
international bank that understands the Japanese people and Japan’s financial world 
through its vast domestic branch network and close financial relations with almost all leading 
Japanese companies. A few of the important reasons behind the fact that one out of every 
two foreign and foreign-atfiliated companies in Japan 
today banks with DKB — turning to as the kind of 
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corporate partner they can depend on for up-to-date ШШ Total Deposits 
financial data. or sophisticated international financing (Unit: Billion Yen) к 


If you're interested in putting DKBs far reaching 
domestic and international capabi lities to work for you 
contact your nearest DKB overseas office. We're located in 
more than 40 key financial centres around the world 

DKB — the international ban! t listens and has the 
assets to act 
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Are your processing units 
using vast amounts of energy to do 
what significantly less could 
accomplish? 

This is the typical situation 
in most refineries and chemical 
plants today. Most of the process- 
ing industry was designed years 
ago, when energy costs were low. 
Design and equipment decisions 
that were economical then would 
not be cost-efficient today. 

That’s why we have the 
Foster Wheeler Energy Conserva- 
tion Group. Its sole purpose: to 
use our process knowledge to 
identify and attack sources of en- 
ergy waste in existing refineries 
and chemical plants. 

A Foster Wheeler energy 


audit/ process survey will examine 
your operation for the fifteen 
major causes of needless energy 
loss, to help you drastically reduce 
your energy costs. 

Not only will we discover 
what the problems are, but we can 
handle every phase of the work 
essential to correcting them. 

For one customer, we de- 
signed a new heat recovery system 
that eliminated the need for an ex- 
isting 20 million-Btu fired heater. 
For another, we optimized a crude 
preheat train to save $3 million 
in fuel the first year alone. 

Foster Wheeler has been in- 
volved in energy conservation de- 
sign work for major corporations 
around the world. Tackling the 


job every step of the way, from ini- 
tial energy audits and economic 
evaluations through detail design 
and construction. 

Want to know more? Write 
for our brochure on energy con- 
servation. When it comes to doing 
the job with the optimum expendi- 
ture of energy, we'll help you 
strike just the right match. 


Foster Wheeler Asia Limited 
Hong Kong — Ocean Centre 
Tel: 3-721-1711 Tlx: 37512 
Singapore — Shaw Centre 
Tel: 733-5216 TIx: RS39292 
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Sure, it does the job. 
But 1s it energy efficient? 











ond of saying that Japan i isa apart of the 
West. Japan takes part in economic summit meetings like 
the one this month at Williamsburg (Virginia) and it shares 
with other Western countrids a common perceived threat from 
»the Soviet Union. But will Japan ever be an ally, not only per- 
ME haps: with:the United States; but with all of the other Nato coun- 
“tries — Belgium, Britain, Canada, Denmark, France, Greece, 
Iceland, Italy, Luxembourg, the Netherlands, Norway, Por- 
. tugal, Turkey, West Germany? In recent months the ques- 
tion. has been raised again. The answer is probably no, but a 
$ of important steps have been taken towards bringing 
: Japan nto the circle of Western defence planning. 
. Japan has not applied to join Nato or even to become an offi- 
cial observer. But Japan, the US and some other Nato countries 
“think it would be better if a framework existed for an exchange 
of views between Japan and.the Nato bloc. This was one of the 
;main subjects which Japanese Foreign Minister Shintaro Abe 
"took to the European Economic Community capitals to discuss 
in January. One aim was that Japan should be able to communi- 
cate directly with the Nato secretariat in Brussels апа have a 
broader base-of contacts with Nato countries than the hitherto 
sporadic series of bilateral meetings. 

Abe found the French unwilling even to discuss this prospect. 
But in practice Japan is being brought steadily closer into de- 
fence discussions with Nato member nations. Witness for exam- 
ple the following: a visit to Tokyo by British Minister of State for 
Defence Peter Blaker in N arch (a British initiative); the start of 
the US-Japan joint study on sea-lane defence; talks on security 
matters with both British and French officials in April, and fre- 
quent contacts with the Americans over the progress of the 
Geneva International: Monetary Fund talks. In brief, there are 
three areas in which Japan, the US and Europe have a strong in- 
terest in cooperating on defence-related issues. 

i West trade. After the Soviet occupation of 
9, Japan was asked to join in economic sanc- 
the Soviets: Obviously economic sanctions cannot 
ve without Japan's cooperation. During the Polish 
crisis informed. sources say Japan did take part in the planning 
meetings in Washington with selected Nato countries. Then 
came the quarrels between the US and Europe over contracts 
for the Soviet gas pipeline, 

After the. 1982 economic summit at Versailles it was decided 
to continue studies on East-West trade questions by means of 
three forums: the Organisation for Economic C ooperation and 
Development (OECD), Cocom (Coordinating Committee on 
Export Control) and Nato. The last posed a problem. because 
Japan was not a member. J apanese officials insistedi itcouldnot be 
bound by decisions taken in its absence: and Japan had strong 
views on the subject, taking sides with the West Europeans 
(against the US) in opposing more drastic measures to curb 
technology exports to the Soviets: 

Recent allegations by.former Soviet spy Stanislav Levchenko 
about Japan being a paradise for agents have underscored 
Japan's importance to the Nato bloc. If Tokyo's brains can be so 
easily raided, what is the point of trying to prevent the Soviet 
Union from obtaining strategically useful, high-technology in- 
formation elsewhere? 

Additionally, Japan like Western Europe, is concerned with 
the outcome of the Geneva talks on intermediate-range nuclear 
missiles. The talks were always supposed to be on a global basis, 
but this took on fresh meaning after the Soviet Union revealed 
its willingness to divert some of its SS20s to East Asia in the hope 
of concluding a better deal (for them) at Geneva. The April 2 
press conference — in which Soviet Foreign Minister and 
Deputy Premier Andrei Gromyko spoke of Japan itself being 
"stuffed with nuclear weapons" and of the Soviet Union's right 
to place missiles in Siberia to counter US nuclear power — con- 
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France and Britain in Tokyo | 
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ment and Philip AES head: 
were the first ever between the t j 
covered defence issues. Britain is.one.of those Nato co 
which, in the words of a senior Western diplomat in Tok: 
"quite pragmatic” about involving Japan in some of Nat 
liberations. The French, by contrast, have what may be C 
theological attitudes, stressing the карысы limits 
Nato sphere of operations. 
Blaker, on his visit to Tokyo; had long. dise 
officers of the Self-Defence Forces cover 
lane and air defence. He made it deart i 


TANA the two countries. 

While in Fokyo in September last year, 
Margaret Thatcher implicitly,included Japan 
fence bloc. She told the Japanese — two mon 
hiro Nakasone became prime minister’ 
strength р generates not only political respon bi 
obligations mo Апі she continued: * "You wil 


ble of defending herself. her sea-lanes and ot 
proaches.” 


Pacific. The ai aim of the current US- Ton se ane 
study is to pass the main anti-submarine and convoy defe 
— covering a wide sea area south of Japan — tothe Ja 
1990. This will support the US in its so-called swing strat 
redeploying forces if needed in the Gulf and Indian О, 
gions. Here, too, US interests cannot be clearly separate: 
those of the rest of the West. Indeed, the Falklands confli 
vided the world's most recent display of supplying 
through long supply lines and of defending sea-lane 
Japan was by no means whole-hearted in support of 
cause; its defence experts lost no time in studying the m 
lessons. 

Action has also been taken by the EEC to extend it ra 
contacts with Japan. Last year ће EEC Council of Mi 
determined to start political consultations with Japan 
month Abe met the current president of the Council o 
ters, West German Foreign Minister Hans-Dietrich G 
in the first such encounter. From now on, similar meetings 
be held twice a year. This can be seen simply as an exten: 
the sort of policy coordination that developed between 
and the EEC in June 1980 — at the height of the Iranian hos 
crisis — over trade sanctions against Iran. Some senior EEC 
ficials have suggested that Japan will get more and. be 
security cooperation with Western nations when trade fricti 
diminished. This idea is hotly rejected by Japanese officials, 
say simply: "We don't need favours like that from the. 
peans." | : 

A Japanese official directly concerned by Japan's relations 
with Nato saw the issue this way: “Japan is not seeking a milit: 
relationship with Nato. But the time is over when Japan апа! 
countries of Western Europe could think about defence in th 
narrow context of their respective regions. We have been havi 
useful contacts with individual Nato governments, apart 
the US, at which they have told us about Nato thinking on So 
strategy. Now we want to make our own views heard abou 
Soviet military advance in the Pacific." 
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DEFENCE — THE US NUKES 





"The Siberian cruise of the USS 


apanese Prime Minister Yasuhiro Nakasone recently com- 
pleted a tour of Southeast Asia, reportedly explaining 
Japan's new defence policies to Asean heads of state. But he 


| ehas not yet explained them to the Soviet Union, Japan's prickly 


- panese waters. Plotting its course, as far as we 


neighbour, or to the Japanese people. 

By coincidence, just about the time Nakasone came home 
claiming a resounding diplomatic success, another long-distance 
voyager made port. 

Far across the Pacific the gigantic nuclear-powered aircraft 
carrier USS Enterprise (90,000 tons) sailed under the Golden 
Gate bridge towards its home base in San Francisco bay, its 
fighting top dressed with signal flags to mark the end of a strenu- 
ous eight-month cruise. As a reminder — if one is necessary — 
that military matters are still in the hands of fallible human be- 
ings, the Big E ran aground a mile from harbour and spent five 
hours fast in the mud before navy tugs managed to pluck it off for 
a delayed, rapturous homecoming. 

Sailors and statesmen both, by tradition, enjoy getting back to 
base, but these two events are connected in other ways. Enter- 
prise had, in fact, spent a good deal of sea time in and around Ja- 





know it, casts a bright and disturbing light over 
the perilous waters into which the good ship 
Japan, described by Nakasone himself earlier 
this year as an “unsinkable aircraft carrier,” 
seems to be navigating. 

Big E spent Christmas at sea, a fate well- 
known to seamen since the time of Sir Francis 
Drake and a reminder that nuclear-powered 
ships can cruise almost indefinitely and project 
Sea-power at distances unknown since the days 
of canvas and ships’ biscuits. Late in February 
it appeared off South Korea, to take a promi- 
nent part in Team Spirit 83, the annual joint 
exercises of United States and South Korean 
armed forces designed to show how rapidly 
American help can be brought to the Korean 
peninsula if and when fighting breaks out there 
again. The message was clear: the US plainly 
leads the worldin combined operations, which 
nonation with acoastline can wisely forget. 

The point made, Enterprise then steamed 
(or perhaps reacted is the word) over the nar- 
row Sea of Japan to Sasebo, the port from 
which the old Imperial Japanese Navy sortied 
in 1905 to destroy the fleet of Tsar Nicholas II in 
one of the most stunning naval victories of all 
time. Enterprise wasin port for five days, March 21-25, toallow its 
crew liberty ashore and permit admiring lines of townspeople to 
visit the ship. The last time Enterprise was in Sasebo, in 1968, 
there were riots against US imperialism. 

This time, after an assurance by Japanese Government 
spokesmen that it carried no repeat no nuclear weapons, Enter- 
prise berthed with only a few ragged shouts from local trade 
unionists and displays of anti-nuclear slogans on small harbour 
craft. Its crew roamed the streets in civilian clothes, chatted up 
the girls and shelled out for souvenirs. Local bartenders com- 
plained that US Navy men cannot drink the way they used to and 
a good and generally peaceful time was had by all. 

On March 25, heavily loaded with cameras and hi-fi sets, En- 
terprise sailed, as everyone in Sasebo thought, for home. But in 
fact it steered north, to meet somewhere off the Aleutians two 
sister behemoths, the carriers Midway — normally home-ported 
at Yokosuka in Tokyo Bay — and Coral Sea from California, 
both accompanied, like Enterprise by escorts of cruisers, de- 
stroyers, an unknown number of US submarines and four small- 
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Big E at Sasebo: like 








er warships from the Canadian Pacific fleet. The three giant car- 
riers between them have 300 attack aircraft and, with their es- 
corts, constituted the most powerful naval force seen in the 
Pacific since 1945 or, in terms of firepower, ever assembled 
there. 

This was not, of course, a social gathering. According to a re- 
port by James Foley, chief of the Tokyo bureau of the Reuter 
newsagency (who formerly covered Nato headquarters in Brus- 
sels) the three carrier battle groups then proceeded, in mid- 
April, to steam down the coast of Siberia “taunting” (as Foley 
put it) the Soviet garrison there by sailing “within a few hundred 
miles" (or, say 15 minutes' flying time) of the Soviet base at Pet- 
ropovalovsk, home port of the Soviets' Pacific fleet of ballistic 
missile submarines. This American/Canadian "armada" 
(Foley's word) was supported by B52 bombers — now capable 
of carrying cruise missiles from Guam — Awacs (early-warning 
radar aircraft) from Okinawa and anti-submarine aircraft flying 
from the Japanese home islands. 

The aim of these manoeuvres was not, of course, to practise 
close-formation steaming, which could be done more economi- 





| cally off Seattle. In classical naval theory, a demonstration of 


this kind shows your prospective opponent that he is outclassed 
off his own coastline and had better stick close to home if he 
knows what is good for him. Patrolling Soviet TU-95 Bear naval 
reconnaissance aircraft seem to have got the message. No other 
aircraft or ships of the smaller, but still formidable Soviet Far 
Eastern fleet, headed by the 42,000-ton aircraft carrier Minsk, 
appeared to emulate Drake — which is probably just as 
well, since otherwise the paper on which you read this might 
well be charred around the edges. As the three carrier battleg- 
roups represent a good quarter of the sea strength of the US, it is 
inconceivable that they were not carrying their full war arma- 
ment, including tactical nuclear weapons. 


flexing of maritime muscles by the Japanese press, which 
shares the view of the Japanese man in the street that 
whether the big boys play rough or not is none of peace-loving 
little Japan's business. The week of Nakasone's return, how- 


C enough, no attention was paid to this mighty 
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: Icarus might have — — 
Enterprise made it with i 
sanama реа] time information. — 


ment that the Japanese destroyer x 
Aokumo (2,000 tons) was being sent to * 
the Soya Strait, between the Japanese k 
island of Hokkaido and the Soviet island | d 
of Sakhalin *to monitor Soviet warship , 






movements around the clock.” | 
“The purpose of this patrol,” said the " 
Japanese Defence Agency (JDA), “is to 
collect. basic data needed for a possible | 
blockade of the straits around Japan, to 2 
confine Soviet ships in the Sea of Japan in | 
case of emergency.” The announcement M 
neither defined the emergency nor said 
who was going to do the blockading, 3 


which is an act of war, entitling the bloc- 
kaded party to reply with any means they 
think appropriate (REVIEW, Mar. 24). 
Presumably the good ship Aokumo, 
which mounts two torpedo tubes and a 
3-in. gun, is not going to bottle up the 
Minsk for the duration singlehanded, de- 
spite the undoubted gallantry of its 200- 
man crew and its status as one of the 
‘biggest ships in the Japanese Maritime 
Self-Defence Force (SDF). 

So, as it stands, Aokumo is on a 
kamikaze mission, in the best Japanese 
tradition of suicidal bravery. Japan, 
alone, has no prospect of fighting the 
“Soviet Union and making warlike threats 
without the means to back them up is a 
classical recipe for disaster. Why not, 
then, admit that the Japanese destroyer is 











standing guard (“collecting data” is, pre- E 
sumably, what any sentry or picket does, 2 
though itis an odd way to put it) so that the i 
US Navy can block the straits? And why closer to your goal, computerized =| 
not define the emergency as the outbreak де : : : А q 
{шич Mai Nor. cH MP WR MR ag conditions can change rapidly. services combined with our | 
joining, involving the Soviets (other- So success means having the specialized advisors and ^ 
wise, why single them out?), Japan and right information as it hap- ^ sophisticated management * 
‘Japan's ally, the US? And, come to that, ens. That ns : ful S ' i 
why make the provocative announcement pens. inats why umitomo are powerful 5umitomo re- 3 
atall? Bank keeps you flying high sources we invite you to use. 4 
These questions have no answers which in all climates b ; : 1 
make any military sense. The disparity be- faciliti y exclusive With an eye yn the future, А 
tween Japan's defence resoufces and the acilities such as on-line Sumitomo's creative banking 
enormous threat steadily building up data between our many services and perspectives can | 
around it is obvious; so is the fact that : 
Japan ш doing Н-ге! fanart overseas offices and Tokyo. do more for you. At the : | 
from aggressive talk. With a 13-division Extensive information start. And at the bottom line. \ 
army and a 48-destroyer navy, Japan’s | 


strongest arm would seem to be the 155 
F-15 fighters which have been ordered for 
the air SDF. 

But this air fleet, respectable by interna- 
tional standards, will not come into being 
until 1987 and the contract is being filled by 
Mitsubishi, under licence from the US firm 


McDonnell Douglas, at the unhurried pace ? 
of one aircraft a month. Mitsubishisay they «> SUM I TOMO BANK 3 
could make more but the government will 


not come up with the money. Without nu- 
clear weapons, conscription, or a sizable 
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arms industry, Japan is a military midget in the company geo- 
graphy compels it to keep, just the kind of little boy, we might 
think, the old rule advises should be seen and not heard. 

Japan's US-written constitution is usually trotted out, espe- 
cially by Japanese, as the explanation for the nation’s modest de- 


fence spending. Article 9 certainly says: “Land, sea and air 
forces, as well as other war potential, will never be maintained,” 
which is why the Japanese do not use the descriptions army, 
navy and air force. Over the years, Article 9 has been inter- 
preted to mean that strictly defensive forces are permitted but 
are not a potential which could threaten anyone else, such as air- 
craft carriers, long-range bombers or missiles or — a strict no-no 
— nuclear arms of any kind. 

Asa corollary, collective defence has, according to the Japan- 
ese interpretation, always been ruled out. Japan can, therefore, 
only defend itself when directly attacked and cannot join any de- 
fence system (such as Nato) which makes an attack on one 
member an attack on all or obliges its to take up arms in some 
common cause. This may strike outsiders as a tricky legalism but 
in fact the so-called Peace Constitution has been the basis of Ja- 
panese social stability for the past 30 years, compelling the mili- 
tary to keep a low profile; removing (at least temporarily) the 
threat of military dictatorship which has plagued Japan down the 
ages; enabling Emperor Hirohito to demilitarise his throne and 
give it a future and, not least, corresponding to the wishes of the 
overwhelming majority of the 
Japanese people. Comparing 
Japan in 1945 and Japan now, it 
is easy to see why most Japan- 
ese think that they have 
nothing to gain and everything 


The Japanese-American 
mutual security treaty had, 
perforce, to be written around 
the constitution. Indeed, the 
security treaty itself calls for Ja- 
panese action only in the event 
of “an armed attack on either 
party in the territories under 
the administration of Japan.” 
It calls on each party “to meet 
the common danger in accord- 
ance with its constitutional pro- 
visions and processes.” There is nothing in the US Constitution 
to prevent Uncle Sam threatening anyone with nuclear attack, 
counter-attack, blockade or whatever is on the menu for this 
week and, indeed, the current US policy of nuclear deterrence 
amounts to just such a set of threats. It is the Japanese Constitu- 
tion which, by Japanese interpretation, bars such bellicose be- 
haviour. 


for Japan, the “free ride" Americans so often complain 

about. The treaty gives the US the use of bases in Japan 
"for the purpose of contributing to the security of Japan and the 
maintenance of international peace and security in the Far 
East." The latter phrase has usually been taken to mean that US 
forces can be ferried through Japan to South Korea, the war 
there being still fresh in memory when the treaty was signed in 
1960. Re-reading it in 1983 — and recalling that the MX missile 
is now called the Peacemaker, the expression "peace and secu- 
rity in the Far East“ takes on new and possibly sinister depths of 
meaning. 

Can the US make war on the Soviet Union from bases in 
Japan? Win or lose, this would certainly be one way to secure 
peace and security in East Asia. There is, in short, at least a 
potential conflict between the Japanese Constitution and the US- 
Japan Mutual Security Treaty, a conflict daily growing sharper 
as the nuclear weapons of the superpowers become more di- 
verse, accurate and destructive with the nuclear balance there- 
fore in ever greater danger of breaking down. ¥ 

These developments have left Japanese public opinion not 


T he treaty is not, however, simply a one-sided guarantee 
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ing kamikaze guard in the Soya Strait. 








28 а ahin t 
assumed by Japanese that their constitution forbids collective 
security, even with the US (Japan has had no other offers) and 
even the current issue of the ruling Liberal Democratic Party’s 
newspaper Liberal Star says: “According to the purport of its 
constitution, Japan severely limits [the] right of collective self- 
defence.” If the destroyer Aokumo is, indeed, acting as sentry 
for the US Navy, then it is sailing, to coin a phrase, very close to 
the wind. 

There are, in fact, two very different strategies for defending 
Japan, which need to be carefully distinguished. Plan A, as we 
might call it, sees Japan as the passive recipient of a US guaran- 
tee, which only comes into force if and when someone (read the 
Soviet Union or, longest of long shots, North Korea or China) 
attacks Japan itself. Against this possibility, which has been re- 
mote since the early 1950s, Japan maintains minimum, non-pro- 
vocative armed forces and has otherwise chosen a posture of dig- 
nified neutrality in other people’s quarrels. 

This is the strategy Japan has the weapons to follow; it is the 
strategy the Japanese people have been told (for 30 years) they 
are following and it is the basis, not only of the Japanese political 
compromise but of the flourishing Japanese peace industry with 
its museums, foundations, grants and advice freely offered to 
warlike foreigners to follow Japan’s lead. 

Plan B, on the other hand, sees Japan as an active partner of 
the US in the defence of the Free World, the democratic, open, 
more-or-less free-trading system to which both belong. As we 
are in the nuclear age and the other side — or sides — are equip- 
ped with rockets, submarines 
and fleets of Backfire bombers, 
the chosen method of defence 
is deterrence which means pre- 
paring and being seen to pre- 
pare to make war on them. The 
Siberian cruise of the Enter- 
prise is, for instance, an excel- 
lent example of deterrence, 
1983 style. It also looks rather 
like the “threat or use of force 
as means of settling interna- 
tional disputes” specifically 
forbidden to Japan by the con- 
stitution. 

Which plan is Japan follow- 
ing? Nakasone is known for his 
flexible politics and his public 
utterances, like calling Japan 
an unsinkable aircraft carrier (later corrected to big aircraft 
carrier), would fit either strategy. (On their May 1 parade, Ja- 
panese leftists guyed Nakasone as the unsinkable weathervane. ) 
But all Japan’s preparations are officially based on pacifist Plan 
A, defence spending is still stuck at less than 1% of GNP and 
Nakasone says he has no intention of increasing it. Journalists 
who ask for a briefing on Japan’s defence buildup hear that 
further destroyers will be launched later in the decade, or that 
more small-arms ammunition is being issued to Japanese ground 
SDF personnel (infantrymen in other countries) so that each 
man will have 50 rounds, or less than enough for an hour's brisk 
combat — non-nuclear, of course. 

Meanwhile, Japanese officials speak almost daily of blockad- 
ing the Soviet Union, which would itself seem to be a threat of 
force. If, in fact, Japan is planning to deter the Soviets, alone or 
in company, then the minimum prudent preparations would 
seem to include air-raid shelters, evacuation plans for Japanese 
cities, hardened headquarters for the government and 
emergency stocks of food — all measures which China has 
taken, incidentally, without making overt threats against any 
nuclear power. And, considering the changeability of US policy 
and the four-yearly waltz of the presidents, there would be a 
strong case for Japan to follow Britain and France and acquire 
its own nuclear deterrent — the only kind that works — in case 
Uncle Sam is “over there” when he is supposed to be “over 
here.” 

The presence or absence of nuclear weapons in Japan would 
seem to be a key test of policy. No one accuses Japan itself of 
possessing or planning to possess nuclear arms. Former prime 
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ed, got the Nobel Peace Prize for lay 
down his three principles t t Japan would not manufacture, 
ssess or permit the introduction of nuclear weapons into its 
itories. But do the Americans bring them in? 
iet Foreign Minister Andrei Gromyko says they do and 
ts specifically to the US bases on Okinawa, which are in fact 
ited by American B52 bombers said to be avoiding the 
oons for which the China Sea is famous. The Americans do 
ау, in so many words, that they do not. “It is not the policy. 
United States to confirm or deny the presence or absence 
ear weapons,” 
y is played out every time the subject is brought up as, for 
nce, by the port call of the nuclear-powered, normally nu- 
rmed Enterprise to Sasebo. 
is the ABC of military. common sense that American wai 








































artening the South Koreans and putting the fear of President 
ald Reagan into the Soviets, where did it pause to park its. 


janese Foreign Minister Shintaro Abe. How did h now? 





ard to the Enterprise’s port call at Sasebo." 





qe Japanese ground Self-Defénce Force's (SDF) T74 
ank is highly regarded by military experts around the 
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jalists who say their work is better than that done in Seattle, 
Washington. Yet many pilots in Japan's air SDF (air force) have 
ever fired a missile from their F-15 fighters, even in practice. 





uality and quantity of vessels they turn out each year. But some 
ailors stationed on ships of Japan’s marine SDF (navy), wryly 
serve that the vessels carry only two anti-aircraft missiles — 
nd one is a dummy. 










ts and bolts of Japan's overall defence programme. 
echnological excellence that has become the hallmark of Ja- 
anese industry seldom finds its parallel in the readiness and 
apability of Japan's military forces. “If Fiji decided to come up 







military analyst, only half-joking. 











pices in the Pacific, ne 1 yn that, if the pese rate of de- 


ir, sea [forces] — there are serious deficiencies in each of 
hem," he said. "There are serious deficienci es in the sustain- 
ndi 





ended period of time.’ 


"is the stock US reply. Instead, a grisly little, |. 


ps cannot possibly remove nuclear weapons each time they. 
€ port calls in Japan,” observed the newspaper Asahi Shim. 
as Big E appeared over the horizon. Indeed, between: 


Iware? Enterprise will not be carrying nuclear weapons, said · 


he United States will abide by the Japan-US security treaty in | 


five years, there has been a dsl не in some cases grudg- 


world for its manoeuvrability and reliability, yet members 
he ground SDF (army) are issued only about 16 bullets а year. _ 


ëse factories are now building a substantial portion of 
: Boeing 767 passenger jet, receiving praise from aviation spe- - 


| Japanese shipyards regularly lead the world industry in the | 


“These are some of the many anomalies that characterise the . 


n canoes and attack, Japan might be able to defend itself," says . 


Adm. Robert Long, outgoing commander-in-chief of US | 






-bomber or Foxbat jet that strayed near Ја apanese airspace were. 
To 


по! BC 
of equipment "of. re has been 
no prior consultation, the Japanese say, so therefore there can 
be по nuclear weapons. - 

But in May 1981 former US ambassador to Japan Edwin Reis- 
chauer (son of a missionary, if that is relevant to his truthfulness) 
said the Japanese Government had verbally agreed in 1960 that 
US ships could call at Japanese ports with their nuclear weapons 
aboard, or transit Japanese territorial waters similarly tooled 


: up, without first unloading them. This disclosure, famous in 
- Japan as the Reischauer shokku, has never been denied: and, in 
Plains (Georgia) last month, former US president Jimmy Carter 


said much the same thing to Asahi Shimbun. 
No one, in.short, has actually asked the Americans whether 


__ their visiting ships carry nuclear weapons or not. “If the Japan- 
"ése ever did ask, we would tell them the truth, of course," a vete- 


ran US official recently told a group of journalists. “Okay, and 


-how about telling us?" suggested one of the nosier newsmen. “It 


is not the policy of the United States,” said the official," to con- 
firm or deny the presence or . . ." This logical puzzle, it will be 
observed, has the same form as the old philosophical conun- 
drum: “All Cretans are liars, said Epimenides the Cretan, Was 
he telling the truth?” We can guess that the Soviets, with their 
long winter evenings to fill, have by now worked out the answer 
— and adjusted their targets. 
A similar air of make-believe surrounds Japan's much-publi- . 


Disparity between industrial Japan and military Japan mirrors 
national sentiment. Ask a Japanese what he thinks of boei mon- 
dai (the defence issue) and he inhales sharply before replying 


either that he never thinks about it, or that he does not like to 


think about it as a national priority. These are the two most com- 


| mon responses among ordinary Japanese and he the 
. consensus that so far has thwarted ned at 


a substantial upgrading e of J арапезе 


In the past 





ing — acceptance of the need for US military bases and protec- 
tion. Further, joint operations between Japanese and US forces 
have been tolerated slightly more each year. In 1982, when both 


. governments announced that a wing of F16 jet fighter-bombers 
would be based at Misawa on northern Honshu later this de- 


cade, there was scant public outcry: likewise earlier this year 
when the nuclear-powered aircraft carrier Enterprise steamed 


-into Sasebo (on Kyushu) for a port call. 


> Nevertheless, a majority of Japanese citizens oppose signifi- 
cant increases in defence spending or capability. A Kyodo News: 
Service survey in March revealed that 60% of Japanese voters: 


‘believe Japan does not need to expand its: defence. capabi- 


lities further, while 17.6% favoured a reduction in military 


might. 


It is against this background that Japan" s military’ establish- 


ment — within the ruling Liberal Democratic Party (LDP), and 


the Japan Defence Agency (JDA) — has tried to appease US de- 
mands for greater military strength. Even Prime Minister 
Yasuhiro Nakasone, probably the most hawkish member of his 
party, has retreated from his initial statements on defence 
shortly after he became premier late last year. “My policy re- 
garding defence is the same as policies of previous LDP 
cabinets," he told the REVIEW in April. "We are to defend our- 
selves within the framework of our peace constitution and we 
are committed to an exclusively defensive posture. We are not 
becoming a military giant. We won't possess aircraft carriers, 
long-range bombers or any such offensive kind of weapons.’ 

So what should be the nature and extent of Japan's military 
posture? From the US side, the answer is as much metaphysical 
as mechanical: Washington wants Japanese, defence capability 
to be strong enough to be taken seriously by the Soviet Union. 
One scenario of adequacy: if every Soviet p 





ilot of a Backfire 










cised agreement to take over the defence of its sea-lanes for a 
distance of 1,000 nautical miles from Japan by 1990. This agree- 
ment has been a long time a-brewing, having been first proposed 
by then US secretary of state John Foster Dulles in 1950. It was 
this plan, accompanied by promises of loans totalling US$1 
billion, which Nakasone took to the Asean leaders, assuring 
them the proposed area did not extend as far as any Asean coun- 
try. 


Japanese ships, the world's biggest merchant fleet, will 

have to chance it on the rest of the globe, or rely on the 
forbidden collective security, before they reach the invisible 
spot on the sea's surface where lawful Japanese protection is 
supposed to begin. To aging Asean leaders, whose latest experi- 
ence of war was, like Nakasone's, serving with (or against) the 
long-sunk Imperial Japanese forces, this must have seemed like 
big news — as well as big yen. 

Considering today's realities — the submarines the Soviets 
have in the Pacific (as numerous as Japanese destroyers, maybe 
more so), the data the Soviets have been collecting on Japan's 
vulnerable ports for years together with Japan's lack of escort 
carriers, fleet oilers, or maritime attack aircraft — it is actually 
Japanese weakness, not Japanese strength, the weak Asean 
warriors should be worrying about. 

Japan's so-called new defence policy thus turns out to be a 
please-the- Americans policy. More precisely, two policies are 
being pursued at once — no new development for Japan, either. 


H: is quite right, of course. It does not extend anywhere. 


ritorial waters realised that Japanese surface and sub-surface 
vessels were tracking his ship — pinging it with sonar and radar 
— then US military men would be satisfied with the veracity of 
Japanese military capability. 

Some analysts believe the Soviets are already worried. “They 
calculate that Japan has turned the corner [on defence] and have 
got serious and could become dangerously capable," says one 
analyst. The Soviet Union, for instance, 
made unprecedented efforts last month 
trying to drive a wedge between Japan and 
the Asean nations, raising the spectre of a 
revival of Japanese militarism shortly 
before Nakasone’s 11-day visit of the 
region, 

From the Japanese point of view, there 
is no national consensus on defence other 
than a continued aversion to the develop- 
ment, introduction or possession of nu- 
clear weapons. The range of views on de- 
fence is as broad and as deep as that in the 
US or any West European democracy. 
One perspective is offered by Osamu 
Kaihara, a well-known commentator on 
security issues: “We Japanese are content 
with the present situation, in the Diet, 
in the cabinet, on the streets — no 
one is really worrying about the 
threat of Soviet Russia. Those who say 
they are, are engaged in ideological argu- 





Plan A, intended for home consumption, still calls for the strict 
avoidance of nuclear arms, minimum defence forces and some- 
thing like benevolent neutrality in the superpowers’ quarrel (this 
approach, plus the slump in shipbuilding, allowed the Japanese 
to sell the Soviets the 70,000-ton floating dock, which makes the 
operations of the Soviet carrier Minsk possible, as recently as 
1977). Plan B makes Japan the base for military operations 
against the Soviet Union in some as yet unspecified emergency. 
This requires trick wording and constant freehand reinterpreta- 
tion of the Japanese Constitution, the latest being a ruling by the 
JDA director-general that Japanese warships (sorry, SDF ves- 
sels) can escort US ships carrying nuclear weapons “in an 
emergency.” It is also, according to the polls, worrying a lot of 
people in Japan, even though its terms have yet to be spelled 
out. 

It may, let us hope, work and the Soviets will be deterred 
from world conquest or whatever they are being deterred from 
doing (this is not clear, either.) Japan's bread is clearly buttered 
on the American side and the Russians, who have fought three 
wars with Japan this century, are far from popular here. On the 
other hand, if the emergency is war between the superpowers, 
the Soviets will seek to neutralise Japan just as surely as the 
Americans will seize Cuba and they have awesome means of 
doing so. Nuclear defence supplied by US ships is attractive 
but it has a least one severe drawback. They can, like Enter- 
prise, Or Lieut Pinkerton USN, one fine day sail home again, 
leaving Madame Butterfly in a distinctly awkward predica- 
ment. ü 


u——————n—— OC ÓOMEMLLL.LIÉAELALLLLLIDS OLAXOUoipeevs/sceà»C !Év£Nr tl4uU.L CC 


The generally accepted weaknesses of present Japanese de- 
fence capability include: 
» The command-and-control structure of the SDF is much too 
decentralised, resulting in conflicting lines of authority and com- 
munication. (When Lieut Viktor Belenko of the Soviet air force 
landed his supersonic MiG25 Foxbat B on Hokkaido in 1976 — 
and demanded asylum in the US — a dangerous time lapse 


ments." ; 

Another view, further down the other 
end of the spectrum, comes from Hisahiko 
Okazaki, director-general of research and 
planning at the Ministry of Foreign Affairs 
and former member of the JDA: “In the 
mid-1970s, we didn't really need a defence 
buildup. If we boiled down the problem to 
whether Japan could have been defended 
effectively by joint US-Japan forces in the 
mid-1970s, the answer was yes. But in the 
past five years the military balance has 
changed and the military situation has be- 
come precarious. What we need is to re- 
dress the comfortable balance we enjoyed 
five. years ago. That is the minimum and 
the maximum." 
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occurred between local officers and Tokyo headquarters.) 
» Japanese military planners tend to concentrate on the pro- 
curement of frontline equipment to the detriment of rear-eche- 
lon training and supplies. 

» The ground SDF has an authorised complement of 180,000 
but, because there is no military draft in Japan, recruitment has 
fallen to between 24-25,000 below strength. The navy and air 
force face similar problems. 

» The so-called mid-term defence programme estimate, which 
charts future major projects from fiscal 1983-87, is largely a 
shopping list prepared by the three military services and fails to 
mesh with strategic concerns. 

» Environmental considerations and local resistance have pre- 
vented the SDF and their US counterparts from conducting 
thorough training exercises to ensure constant emergency readi- 


T74 opening fire: highly regarded but supporting soldiers with only 16 bullets. 





ness. Other military experts are trenchant in their comments 
about the SDF's ability to project power even within the 1,000- 
mile Sea Lines of Communication (SLOC) limits. Japanese 
forces should be able to withstand air-to-surface, surface-to-sur- 
face and subsurface submarine attacks. Yet Japan's land-based 
aircraft have an effective range of only about 400 miles. The 
maritime SDF is not equipped with an electronic illumination 
system that. tells within seconds whether an unknown user of 
radar or sonar is a missile, aircraft or ship aiming at the 
Japanese vessel: nor is it equipped with enough de- 
vices trolled behind a ship to divert or distract enemy 
torpedoes. 

Japanese forces would be deployed, of course, only with US 
forces. But one expert believes US forces *would spend more 
time looking after the Japanese than taking care of the problem." 

Behind all these areas that need improvement is money, or 
the lack of it available for military spending. In the past four fis- 
cal years, the absolute amount of outlay has risen from ¥2.09 
trillion (US$8.5 billion) to ¥2.8 trillion, but the rate of increase 
has slowed from 10.2% to 6.5% year-to-year. Through last fiscal 
year, the ratio of equipment purchases rose to 22.4% of total de- 
fence spending from 17.1% five years earlier, while personnel 
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expenditures accounted for 46.6% of all military funds, down 
from 54.4% five years earlier. > 

Japan's Ministry of Finance (MoF) remains the biggest barrier 
to higher defence spending, but there is growing support within 
the LDP for at least a 10% real increase in outlays for next fiscal 
year. It will take that much, proponents argue, to get the govern- 
ment back on track to attain the objectives of the mid-term de- 
fence programme estimate. In lobbying last year for its share of 
government revenue, the JDA stressed frontline equipment 
purchases, with the bulk of payment coming due in later fiscal 
years. MoF, however, removed most of that padding from the 
JDA’s requests. 


vagueness and sometimes conflicting expectations 

emanating from Washington. One example is the now- 
famous SLOC issue. Former prime minister Zenko Suzuki re- 
luctantly agreed midway through his term that Japan would take 
steps to help defend 
those sea lines up to 
1,000 nautical miles from 
Japan. 

But even today, 
strategists from both na- 
tions are unclear about 
what that role and mis- 
sion really means. 
Nakasone took pains to 
point out to Asean lead- 
ers that the 1,000-mile 
figure was to be com- 
puted from Japan’s main 
islands — not Okinawa 
far to the south. But the 
US side still has failed to 
specify whether 1,000 
miles begins at Tokyo or 
Osaka (or sdiewhere 
else) or both; whether 
the. defence boundaries 
are pie-shaped or along 
narrow sea lanes, whe- 
ther Japan's role is 
mainly surveillance ог 
interdiction and just 
what part (US) forces — 
and possibly those of 
South Korea — would 
play in SLOC defence. 

Kaihara is highly scep- 
tical about the whole 
idea. He reasons that, in 
peacetime, it is unneces- 
sary to defend sea lines 
1,000 miles out and that in time of war they cannot be defended 
anyway. 

What emerges from the contemporary defence debate in 
Japan is the pre-eminent role played by economic prosperity in 
determining national priorities towards military security. A 
valid, and increasingly stronger, case can be made that post-war 
Japanese economic success — coupled with US commitments 
under the bilateral security treaty — has furned the Japanese 
into the first major example ever of a nation more interested in 
butter than guns. 

The Japanese pay lip service to defence needs and there is a 
fundamental feeling of vulnerability common to any island 
people dependent on offshore sources of food and energy. But 
the pragmatic Japanese have come to understand the waste and 
futility of a massive arms buildup, concentrating instead on rais- 
ing the standard of living of all citizens. To be sure, they have 
been able to do this because of US military protection. The fact 
remains, however, that they have done it, are proud of it and are 
highly reluctant to jeopardise it. 

It remains to be seen whether the Japanese model is unique to 
a special set of historical circumstances or the path that should 
be followed by any sensible nation. 


А nother problem for Japanese defence planners is the 
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Japanese rollers: the primary sector and 14-year olds commit 50% of the country's crime. 
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ugs to be filled, not candles to be lit 


apan has acquired the reputation of being a highly harmo- 

nious society, based on a widespread consensus and sense of 

discipline. An illustration of this, it is often pointed out, is 
the country’s low crime rate. While it is true that it is much safer 
to walk the streets of Tokyo at night than those of Western cities 
— and indeed on the whole, consensus and discipline appear to 
prevail — there are exceptions. In 1960 the movement opposing 
the renewal of the Japan-United States security pact became so 
violent that a planned official visit by then president Dwight 
Eisenhower had to be cancelled at the last minute; the student 
riots in the late 1960s and early 1970s made the Paris May 1968 
affair look like an innocent carnival; the pitched battles waged 
by a coalition of students and farmers against the construction of 
Narita airport were bloody. When consensus breaks down con- 
frontation ensues in rather acute form. 

Recently there has been a new wave of violence sweeping 
through Japan, one which has attracted extensive media cover- 
age, caused social alarm, fuelled political rhetoric and has re- 
sulted in the second education controversy in a year (the first 
having been the Japan-in-China during World War II, history- 
textbook affair). Indeed the wave has assumed tidal propor- 
tions in terms of the publicity it has received. Earlier this year 
the government disclosed that juvenile delinquency had risen by 
dramatic proportions to the point where crimes committed by 
minors corresponded to 50% of the country's crime rate. Re- 
ports of school violence are hair-raising: children brutally as- 
saulted by their classmates, both boys and girls, teachers mug- 
ged, knifed, even sexually molested. The blackboard jungle is 
primarily concentrated in middle (carly secondary) school, with 
14 the age of most offenders. but spreading into the primary- 
school sector. 

This phenomenon and the reactions it has caused raise a 








number of important questions. Education has been perceived 
(justifiably) to be the backbone of Japan's socio-economic deve- 
lopment, producing highly qualified managers and engineers 
and probably the world’s most literate and numerate workforce. 
Is the system cracking up? Is Japan's hitherto well-woven social 
fabric being torn apart? Will future economic prosperity be 
jeopardised by a new generation lacking those qualities of dis- 
cipline, self-sacrifice, cooperativeness and perseverance which 
are the alleged traits of their elders? Alternatively, rather than a 
tidal wave, is the affair perhaps more of a storm in a political tca- 
cup? In other words is it, albeit in rather perverse fashion, a 
mainly political issue, the careful manipulation of which serves 
the interests of rightwing politicians? 

Following the Ministry of Education's instructions last year to 
revise history textbooks — so that the invasion of China should 
be seen as an advance and the rape of Nanking as an incident — 
for the current controversy Minister of Education Mitsuo 
Setoyama holds the Americans responsible in that Occupation 
policy destroyed Japanese culture, traditions and customs. Does 
this implicit presentation of the good old pre-war — especially 
pre-Americanised — days as a moral and cultural golden age 
and the earlier stress on Japan's mission to — as opposed to 
exploitation of — its Asian neighbours, reflect the revival of 
atavistic nationalism in Japan? 

These are indeed important questions for which there are, not 
surprisingly, no simple answers. As a first step it may be prudent 
to get the issue into perspective. For example, it is claimed that 
in 1982 there were 843 cases of pupils attacking teachers. It is 
further alleged, however, that the actual figure for attacks must 
be substantially higher as many are not reported and hence unre- 
corded. Even assuming, therefore, that there may be five, even 
10 times as many attacks as are reported, the figure of some 4- 
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ty is based on ann al оре 
ns, which occur in February, а 
period known in Japan as the shiken 
jigoku (examination hell) when its infer- 
nal qualities are illustrated by such 
traumatic indices as a seasonal jump in 
suicides. Chances of getting into the right 
university will be considerably enhanced if | 
one has been to the right high school, entr- 
ance to which is based on a competitive 
examination. Among the high achieve- 
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be 
| that, there is little evidence to date that the main perpetrators of 
- school violence are in fact the drop-outs. Nevertheless, whether 
_ in terms of those whose parents — and especially mothers, a 

_ breed known in Japan as kyoiku-mama (education mummy) — 
F have high expectations for their children, or the drop-outs or in- 
| deed the wider school population, the school system is a pretty 
unqualified rat race; hence perhaps the temptation on the part of 

some to behave like rats. 

__ The nostalgic interpretation of the pre-war system is that such 
~ behaviour could not have arisen then because pupils were sub- 
| jected to a substantial dosage of moral instruction. The primary- 
— school curriculum in particular was designed to ensure that 

— young boys and girls — who were kept separate as co-education 
| was another Occupation innovation — should learn above all to 
— be good subjects of the emperor; hence the emphasis in both 
courses and textbooks on virtues of loyalty, filial piety and 
- nationalism. The Americans saw this as sheer indoctrination and 
| 50 contrary to the democratic principles they sought to instil 
_ among young Japanese. The moral input in the curriculum, both 
courses and textbooks, was therefore eradicated. Conservatives 
| — especially the Ministry of Education — have since argued that 
^ the absence of moral instruction in 
— schools had led to creeping amorality 
in post-war generations, with result- 
_ ing nefarious social consequences. 
~ Regarding Japan's social fabric 
—there are signs of fraying at the edges. 
Alcoholism, nervous disorders, di- 
vorces and cases of individuals totally 
- absconding from society — а 
— phenomenon known in Japan as 
— johatsu (evaporation) — are all on 
— the increase. These are symptoms of 
— what the Japanese refer to as ad- 
4 -vanced-country disease, namely а 
-~ hardening of spiritual arteries, a 
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тайпа! loss of motivation and direc- 


| tion, a sense of futility, all of which 
Cause. 
Japan, as every school-child knows 


are compounded by growing indi- 

| vidual greed at the expense of dedi- 
ү 

` (or should know), is poor in natural 

_ resources and hence dependent for its 


cated self-sacrifice to a common 
Survival on the quality of its human 


resources. An indolent, undiscip- | Setoyama: US Occupation de 


| lined youth is not much of a founda- 

- tion to build on for the future. If the symptoms indicated above 
— doin fact spread to the extent of becoming a malignant disease, 
— then social peace and economic prosperity will undoubtedly be 
| jeopardised. It is not clear, however, that the symptoms are that 
widespread to cause alarm; they are perhaps more in thé nature 
of inevitable phenomena to be found in any prosperous, post-in- 
dustrial society rather than illustrations of a wider and deeper 
_ social malaise. 





panese society at large, there is also a good deal of confus- 
ion to be found in the ruling Liberal Democratic Party 
(LDP). The political ramifications of and reactions to school 
violence correspond to a,complex compound of various tenden- 
cies. Prime Minister Yasuhiro Nakasone has set out to project a 
very different leadership style from that of his predecessor 
Zenko Suzuki — under whose regime a new term was adopted in 
popular Japanese vocabulary, when zenko-suru (to do zenko) 
was made a synonym for doing nothing. Nakasone's early asser- 
tive stance on a number of delicate issues — and especially that 
of Japan's rearmament — has partly revived his hawkish image, 
but also opened him to criticisms of undue pandering to 
Washington's demands over both increasing defence expendi- 
ture and further opening the Japanese market to US imports. 
Setoyama's castigation of Americans for the harm they did 


\ E while there ‘may be some confusion in Ja- 
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л some three-and-a-half decades ago m 
Nakasone's current pro-American defence policy y 

while politicians throughout the world distinguish between 
rhetoric designed primarily for external consumption and that 
aimed at a domestic audience, the cleavage is arguably larger in 
Japan; and if it were not for meddlesome journalists conveying 
the one to the other, how simpler political life would be. 

There is, however, a deeper implicit political meaning to be 
derived from Setoyama's controversial statement. When Japan 
surrendered in September 1945 the US Occupation authorities, 
with initial New Deal zeal, sought to transform the country from 
obscurantist, militaristic totalitarianism into an Asian paragon 
of democratic, liberal and pacifist virtues: the emperor was 
forced to renounce his divinity, the peerage system abolished, 
the armed forces emasculated, women emancipated, an exten- 
sive land-reform programme implemented, new and far more 
progressive civil and penal codes promulgated, educational 
structures and values revamped; and, to confer upon all these 
measures the requisite quality of legitimacy, a new constitution 
was written. 

The post-war constitution which, among other things, reduces 
the position of the emperor to virtual impotence and — accord- 
ing to Article 9 — forces the Japanese state to renounce the 
sovereign right of belligerence, has 
been a political football for some 
time, with the LDP revisionists eager 
to score. Public opinion remains at- 
tached to the constitution, leftwing 
parties jealously guard it, moderate 
elements in the LDP prefer to let 
sleeping dogs lie. The LDP camp 
which favours constitutional change 
— а camp in which Setoyama can be 
found comfortably squatting — is 
frustrated. Now, if there appears to 
be an impending social crisis — as it 
happens emanating from schools — 
and it can be shown that Occupation 
educational reforms are responsible 
for this alarming state of affairs, then 
it follows that other Occupation re- 
forms deserve closer critical scrutiny. 
If the school system can be revised to 
rekindle the Japanese spirit of the 
past, then the constitution will, ipso 
facto, require similar surgery. 

There are problems in Japanese so- 
ciety and in Japanese schools. It 
would seem, however, that the latter 
have been blown out of proportion to 
serve political needs. The prime minister, whose own assertive 
leadership (it is hoped in some quarters) will be extended to a 
greater Japanese national assertiveness on the world stage, has 
also immersed himself in this educational melee. 

The diagnosis and implicit cure of Japan’s alleged social ills 
proposed by the government, however, are unlikely to meet 
with broad popular approval, at least for the time being. The 
Japanese public is too educated — thanks to US Occupation 
reforms — to fall for this sort of political wool-over-the-eyes 
exercise. 

Nevertheless, at a time when Japan is hit by the economic re- 
cession, when prospects for growth are dwarfed compared to 
past performance, when social cohesion may be waning and 
when the international order is in a state of turbulence, the 
atavistic ideological mutterings of Setoyama and others can be 
dangerous. 

If, albeit unlikely, a socio-economic crisis were to develop — 
as was the case in the inter-war period and there was a revival of 
the pre-war spirit — it is probable that the Japanese public 
would respond to the ruling political party as it did 50 years ago 
— with apathy and a feeling that politics are too serious a busi- 
ness to leave to (irresponsible) politicians. Setoyama should 
study modern Japanese history carefully: in appealing to a re- 
turn to the past, he may, among other things, be digging his and 
his party's grave, not to mention Japan's. 
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In fact, we ourselves have expanded so much we have a new trademark to show off 
Kobe Steel's integrated industrial capability. 
KOBELCO. It's the mark that's growing in international importance. 
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Gall in Saigon: scarifying days. 


through the scarifying days 
after the communist takeove 
of Saigon. : 
His book is by no means a 
great work of literature — 
Gall himself would hardly 
claim that. It is merely a 
chronicle of events, but it is 
the events themselves which 
provide the interest. Gall con- 
centrates less on the serious 
side of reporting than on its 
lighter moments — the battle 
of the duck à l'orange in an 
Elizabethville restaurant with 
Peter Younghusband, the 
REVIEW'S Donald Wise and 
various others, for instance. 
But there is enough of the 
serious side to give some en- 
lightening glimpses of some of 
the major events of a particu- 
larly turbulent period of his- 











AUTOBIOGRAPHY 


Around the world with a mad bugler 


Don't Worry About the Money Now by 
Sandy Gall. Hamish Hamilton. £8.95 
(US$14). 


SANDY Gall, best known in Britain as a 
reporter and newscaster for Independent 
Television News, was in an earlier phase 
of his career a correspondent for the Reu- 
ter newsagency. And it is the contrast be- 
tween the two jobs which gives this vol- 
ume of his memoirs much of its in- 
terest. 

Gall does not make much of it, but — 
reading between the lines — one can sense 
a newsman's frustration at dragging around 
the surplus equipment and personnel that 
in earlier days a TV reporter had to do 


(though, thanks to micro-electronics, the 
burden is a lot lighter now). 

There was also the problem that in the 
early days British independent TV com- 
panies were reluctant to commit person- 
nel to the field until they were sure there 
was a story there — so Gall spent the Tet 
offensive in Phnom Penh, Saigon airport 
having been closed as his flight was ap- 
proaching because of the fighting. 

Gall's foreign reporting was mostly in 
Africa (from Mau Mau in Kenya, through 
the Congo civil wars to Idi Amin's reign of 
terror in Uganda) and. Asia, from Con- 
frontation to the Cultural Revolution and 
the Vietnam war. Indeed, he was one of 
the correspondents who stayed on 








tory. There are also some 
moving moments, such. as Gall's en- 
counter with the victims of the mass rapes 
in the early days of Congolese indepen- 
dence, and some terrifying ones, such as 
his (mercifully short) period of captivity at 
the hands of Amin's brutal secret police. 
If there is a complaint, it is the occa- 
sional inaccuracy which seems to slip into 
the best-produced books these days. For 
example, Gall gives the impression that 
the real threat to Malaysia during then T 
donesian president Sukarno's Confront 
tion were the farcical commando rai 


into Peninsular Malaysia, when in fact 


| they were mere fleabites; the real threat 


| 


was incursion into East Malaysia. He also 
leads the reader to believe that the British 
protectorate of Brunei is part of Malaysia. 
But then in journalism these are the sort of 
things that the hated subs are there to 
catch — along with Wise's mad'bugler on à 
white horse. — M. MacL. 





ECONOMICS 


Not North and South, but rich and poor 


The Voice of the Poor: Essays in Eco- 
nomic and Political Persuasion by 
John Kenneth Galbraith. Harvard Uni- 
versity Press, Cambridge, Massachu- 
setts; and London, England. US$8.95. 


IN these essays — a rewritten and sum- 
marised version of the Rajaji Lectures he 
delivered in India in 1982 — Galbraith 
examines, from a refreshingly new angle, 
the relations between the nations which 
gained political independence in the post- 
World War II period and the older indus- 
trial states. At the outset, he does away 
with semantic niceties and prefers to call 
these two groups of nations what they re- 
ally are: poor and rich. 

The rich countries have long been prof- 
fering advice to the poor. Galbraith 
wants to reverse the flow, and “my pur- 
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pose now is to suggest some of the things 
which these rich countries should be hear- 
ing from the poor." And there is plenty to 
tell. Galbraith's emphasis is on the “his- 
torical process." 

In believing that economic develop- 
ment comes first and thus seeking to trans- 
fer their own economic patterns to the 
poor nations, the industrial countries (the 
West as well as the Soviet bloc) have failed 
to take into account the relative stage of 
the development process in the poor coun- 
tries. It is pertinent to remember that in 
their own development the rich nations 
went through the political processes and 
educational advancement prior to 
economic growth. 

The primary need of the poor nations is 
political stability — and political develop- 
ment is "indigenous." 





Analysing international developments 
over the past three decades and the com- 
petitive efforts of the United States and 
the Soviet Union to extend their respec- 
tive areas of influence, Galbraith comes to 
the conclusion that the age of imperialism, 
both old and new. is over. The will for na- 
tional independence is too strong among 
the new nations. He also touches upon the 
arms race and the inevitable disaster that a 
nuclear conflict would bring. 

At à time when even the smallest of the 
new states wants to have the most sophisti- 
cated weapons, one wonders how far Gal- 
braith's advice that the developing nations 
must reject modern arms as "irrelevant" 
will be acceptable. On the economic front, 
Galbraith wants greater attention paid to 
fiscal (not monetary) action and incomes 
and prices policies. 

The Voice of the Poor throws up many 
new concepts and assessments: not sur- 
prising, as that is what one expects of a 
thinker like Galbraith. KB. 
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By Susumu Awanohara 

Jakarta: Just two months after a 27.6% 
devaluation of the rupiah and a month 
after the introduction of a wide-ranging 
projects-rescheduling policy, the Indone- 
sian Government has taken yet another 


— initiative: it has freed hitherto regulated 


interest rates of the dominant state banks 


` and lifted credit ceilings imposed by Bank 
— Indonesia, the central bank, on all com- 


mercial banks, state and private. 

While the immediate effects of the most 
recent policy package may be relatively 
small, many feel it is more important than 
devaluation or projects-rescheduling from 
‘the pointof view of restructuring the econ- 


“omy for the future. The package is de- 


signed to improve the infrastructure for fi- 
nancial intermediation and thus mobilise 
more domestic resources for productive 
use. More specifically, the package will 
force state banks to become more effi- 
cient, 

Measures to achieve such objectives 
have been suggested frequently in the past 
and indeed there were signs recently that 
the government had decided to adopt 
them gradually. But very few had ex- 


- pected such a quick and decisive sweep. 


Announcing the new policy package, 
Economic Coordinating Minister . Ali 
Wardhana said that the freeing — or, in ef- 
fect, raising — of state-bank deposit rates 
was aimed at attracting private-sector sav- 
ings which have not been utilised fully. In 
March, the government freed state-bank 
rates for deposits of up to six months, but 
now the rule applies to virtually all state- 
bank deposits. 

Wardhana made it clear that higher 
lending rates were now inevitable. State 
banks, he implied, should not count on 
greater amounts of subsidised liquidity 
credits from Bank Indonesia to finance 
the higher cost of deposit funds. War- 
dhana also said that he intended to cut 
liquidity credits to a minimum, limiting 
them to priority borrowers, consisting 
largely of various "economically weak 
groups." 

In August 1982, Bank Indonesia re- 
stricted state banks' access to liquidity cre- 
dits for working capital loans bearing in- 
terest rates of 13.5% and above — pre- 
viously one of the most substantial 
categories of loan eligible for central-bank 
refinancing. That restriction was under- 
stood to have been designed to prod the 
state banks into repatriating their offshore 
holdings of US dollars so as to raise the 
level of rupiah funds, thereby giving Bank 
Indonesia additional foreign-exchange re- 
serves. 

But now the government appears deter- 
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.. Indonesia acts fast in the wake of the rupiah’s devaluation 


Mobilising the market 


mined to deal more directly with subsidies 
in the financial system and to depend 
more on. market forces to allocate finan- 
cial resources. This attitude is reflected 
too in the lifting of credit ceilings on com- 
mercial banks, which was perhaps the 
most surprising of the measures an- 
nounced by Wardhana. 

Commercial bankers had hoped for an 
easing in the ceilings. Instead, Wardhana 
told them that they were now free to raise 
as much money as they wished, and to 
channel as much as they were able towards 
productive ventures. This new policy, ap- 
plying to private as well as state commer- 
cial banks, will intensify competition 
among banks. Credit ceilings, and in the 


Bank Indonesia: major expansion in net lending 


case of state banks, Bank Indonesia 
liquidity credits, have dulled bankers’ pro- 
fessionalism in the past, even when strong 
potential demand for funds existed. 


he final component of the new policy 

package is the abolition of the 20% 
withholding tax on interest accruing to do- 
mestic foreign-currency deposits. The appa- 
rent objective of this measure is to induce 
residents holding US dollar assets in mar- 
kets such as Singapore and Hongkong to 
move them back, to, Jakarta. In the ab- 
sence of exchange control, residents are 
still free to convert.rupiahsinto US dollars 
and other currencies but the authorities 
are hoping that now foreign-currency as- 
sets will at least be held onshore. 

It is unlikely, however, that there will 
be any great shift of offshore dollars into 
onshore dollars, since the 10-15% reserve 
requirement imposed on commercial 
banks’ foreign-currency deposits will be 









maintained (thus reducing the effective in- 
terest which the onshore banks can offer), 
and because people have preferred to 
place their money offshore for many other 
reasons than return on investment. 

A few days after Wardhana’s announce- 
ment, Finance Minister Radius Prawiro 
made further comments about the new po- 
licy package, taking into account the first 
reactions from the commercial. banks. 
Publicly the commercial banks — state 
and private — had hailed the new pack- 
age, which is how most government ini- 
tiatives are greeted by parties concerned. 
But not surprisingly, private commercial 
banks are worried that their giant state- 
owned counterparts, with branches all 





over the country, will become formidable 
competitors. 

The state banks, for their part, are be- 
ginning to formulate strategies for meet- 
ing the new challenge of greater freedom. 
All are worried that higher lending rates 
now will exacerbate domestic recession 
and possibly fuel cost-push inflation. 
Prawiro did, however, warn against what 
he called an interest-rate war, which could 
damage non-priority borrowers, fuel in- 
flation and delay general economic re- 
covery. 

The measures in the latest package have 
been discussed for several years. Austra- 
lian academic Heinz .Arndt, an acknow- 
ledged doyen of Indonesian economic 
studies, for example, recommended in 
1979 a package which was strikingly simi- 
lar to the just-implemented policy. 

Arndt conceded that on balance, In- 
donesian fiscal-monetary policy was re- 
markably successful in reining in the in- 
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flationary effects Of the 1973-74 oil 
bonanza. But one price of this achieve- 
ment was an “almost complete subordina- 
tion of the commercial banks to discre- 
tionary central-bank control which dep- 
rived the commefeial, banks of any incen- 
tive to compete with one another for busi- 
ness and limited their opportunities to 
exercise skills or initiative in the allocation 
of bank credit." 

The World Bank, in its recently pub- 
lished annual study on the Indonesian 
economy (REVIEW, June 2), also called 
for banking reforms to mobilise domestic 
financial resources. This study clearly 
anticipates the most recent policy pac- 
kage. It shows that state-bank deposit 
rates have been significantly lower than 
those of private commercial banks, 
domestic and foreign. 

In recent years, the differential has 
been about 9% for 12-month deposits and 
3-7% for 24-month deposits, depending 
on the size of the deposit. As a result of 
this differential, state-bank deposits rose 
much slower (14% between 1978 and 


Prawiro: warning against a ‘war. 


1982, or a small decline in real terms) 
while deposits with private banks were 
very buoyant (55% a year over the same 
period). As of end-1982 the state banks 
accounted for 60% of total time and sav- 
ings deposits. Private commercial banks 
have accounted for over half of incremen- 
tal time and savings deposits since 1978 
and increased their share from 17% to 
40% , the report says. 

On the lending side, the report shows 
that the bulk of state-bank credit is at in- 
terest rates of or below 13.5%. Credit is 
minimal above 21% interest, at which the 
bulk of lendings by domestic and foreign 
private banks is pegged. State banks are 
the primary source of relatively long-term 
finance. However, state-bank investment 
credit is generally available only to 
economically weaker groups, the report 
says. 

The World Bank report argues that the 
state banks have played a role in transfer- 
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ring part of the oil windfall to the private 
sector — through liquidity credits from 
the central bank. There was. a major ex- 
pansion in Bank Indonesia's net lending to 
the deposit money banks, largely in the 
form of liquidity credits. There was also a 
major decline in the relative importance 
of time and saving deposits in the financ- 
ing of credit expansion. 


he bank recommended that the 
medium-term objective for Indonesia 
should be to raise state-bank deposit and 


lending rates towards the rates prevailing’ 


in the private commercial banks. There is 
а case for the continuance of some special 
priority lending programmes, for example 
to small farmers and certain classes of in- 
digenous entrepreneurs. But these should 
form a declining fraction of total lending, 
according to the bank. 

Higher lending rates would permit a 
gradual reduction in reliance on sub- 
sidised liquidity credits and would provide 
an automatic filtering device to reject low- 
return commercial investments. In addi- 
tion, labour-intensive techniques of pro- 
duction would be encouraged by the 
higher cost of capital. Higher lending rates 
could also contribute to greater competi- 
tion to raise financial resources, improve 
intermediation technology, raise stan- 
dards of project evaluation, improve 
portfolio management and encourage fi- 
nancial innovations serving the needs of 
both investors and savers, the report says. 

"Indonesia has now entered a new 
phase in development where the broaden- 
ing and deepening of the financial system 
is paramount in mobilising the resources 
necessary for continued growth," the 
World Bank report adds. "Interest rates 
must therefore reflect the opportunity 
cost of increasingly scarce capital, both to 
provide the correct signals in technology 
choice and to mobilise financial resources 
for development." Clearly the bank was 
hoping that the government would go on 
with the interest-liberalisation policy 
which had started a few months ago. It was 
not expecting Jakarta to move so quickly 
on this, or to lift credit ceilings in the same 
breath. 

Observers are hoping that the govern- 
ment has systematically considered con- 
tingencies before making the move. Aside 
from the concern that higher lending rates 
now could administer a coup de grace to 
many businesses, there is also concern 
that state banks cannot suddenly raise 
enough rupiahs through deposits to com- 
pensate for the reduced liquidity credits 
and that if they were forced to depend on 
offshore funding, they would take on 
enormous exchange risk. 

Another concern is what will regulate 
the monetary aggregates now that the cre- 
dit ceilings are gone. The World Bank 
report suggests, in passing, more strategic 
use of Bank Indonesia rediscounting rates 
to influence interest rates and of the re- 
serve requirement. 
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Shultz: Gatt is the key.| _ 
ECONOMIC RELATIONS 


Shift at the 
summit 


The industrialised nations 
hint at a new approach to 
North-South problems 























By Richard Nations 
Williamsburg, Virginia: The Мо 
South dialogue took a decisive if little-re- 
ported turn at the Williamsburg economic 
summit, away from the idea of new Bret- 1 
ton Woods-type agreements to reform the — 
world monetary system, and towards | 
global trade liberalisation under ће Gen- _ 
eral Agreement on Tariffs and Trade 
(Gatt). 

In a communique that took a surpris- 
ingly firm stand against protectionism, 
leaders of the world’s seven largest indus- 
trial democracies committed themselves | 
for the first time to pursue “а new. 
negotiating round" within Gatt, an en- 
dorsement seen by the administration of 
United States President Ronald Reagan | 
as a major step forward in its campaign to” 
promote a new global round, perhaps as - 
early as 1985. The last Gatt negotiations 
were held in Tokyo in 1975. 

This means that trade liberalisation, 
rather than issues such as aid, liquidity and | 
commodity stabilisation, is likely to move — 
to the top of the North-South agenda. | 
Meanwhile, the Williamsburg com- 
munique did not even pay lip-service to 
conventional tokens of dialogue between 
the world's rich and poor nations. There 
was no mention of the United Nations- 
sponsored "global negotiations," even 
though last year's economic summit at 
Versailles declared them a major politi- 
cal objective. Moreover, efforts to wring — 
commitments for a larger replenishment 
of the World Bank's concessional lending — 
arm, the International Development As- 





r aum aT 
sociation, were shrugged off 
with a bland affirmation to 
pay up on pledges made in 
1980, on which only the US 
remains delinquent. 

The most noticeable 
casualty at Williamsburg 
Was the proposal by French 
President Francois Mitter- 
rand for a new Bretton 
Woods conference, which 
echoed a call for reform of 
the international monetary 
System raised at the non- 
aligned summi! in New 
Delhi in March. The idea 
rated only a courteous men- 
tion well down in the Wil- 
liamsburg communique, “to 
consider the part which 
might, in due course, be 
played" by global monetary 
reform. 

Instead the summit ended 
with a strong affirmation by 
the industrial powers of cur- 
rent anti-inflationary stra- 
tegy, together with a dedi- 
cation to pursue trade 
liberalisation as the best 
vehicle for transmitting re- 
newed growth to the world 
economy. Pinning faith on 
the signs of recovery currently strengthen- 
ing in the US, Britain, West Germany and 
Japan, Reagan, as host, adopted what 
amounted to a “locomotive” theory to pull 
the world out of recession: this year's near 
doubling of the US current-account deficit 
to US$60 billion, Reagan told journalists 
the day before the summit, would help re- 
store world trade and stimulate growth 
among its trade partners. 


Accordingly the summiteers committed | 


themselves "to halt protectionism and, as 
recovery proceeds, to reverse [protec- 
tionism| by dismantling trade barriers." 
US officials pressed hard for a free-trade 
commitment to offset what they see as 
Strong pressures from the European Left 
(particularly in France) as well as their 
own Democrat opponents at home to lend 
rotectionism à new intellectual respecta- 
ility in the name of industrial policy. 
Japanese Prime Minister Yasuhiro 
Nakasone managed to deflect attacks on 
Japan's trade policies by championing free 
trade in the name of not only Japan but of 
Asean, China and South Korea. 


There was less agreement on how to | 


protect the international economy from 
the punishment being inflicted on it by 
high US interest rates and a strong dollar. 
While everyone — including Reagan — 
agreed that US rates are too high, Mitter- 
rand stood alone in proposing a return to 
fixed exchange rates and official interven- 
tion as the best means of insulating 
foreign-exchange markets from the de- 
stabilising consequences of US monetary 
policy. It is no coincidence that Mitter- 
rand should have followed the non- 
aligned movement down the path of 
monetary reform, since France — now a 
major debtor country with high inflation 
and a weak currency — has developed the 








Summiteers: a new commitment 


weaknesses plaguing many Third World 
economies. 

But the consensus favoured a strategy 
of “convergence,” ап International 
Monetary Fund-promoted theory that the 
only reliable long-term method of induc- 
ing calm in currency markets is to reduce 
underlying interest- and inflation-rate dif- 
ferentials that trigger massive and de- 
stabilising capital flows across interna- 
tional boundaries. Accordingly, the com- 
munique strengthened the IMF mandate 
to conduct surveillance of the economic 
policies of the five largest industrial 
economies. And attention was concen- 
trated on the need to cut the US$200 bil- 
lion US budget deficit in order to achieve 
the lower real interest rates necessary to 
sustain recovery. 


Hes sound in.theory, though, this 
policy of convergence is likely to fail 
first in Washington, given the political 
deadlock between the White House and 
congress over a strategy to lower US bud- 
get deficits which (at.6% of gross national 
product) are projected to soak up virtually 
all private savings in the US until the end 
of the decade. This left Reagan little choice 
but to resort to classic Keynesian logic at 
Williamsburg. and argue that the US 
budget deficits will do more to stimulate 
recovery than consequent upward pres- 
sure on interest rates will do to retard it. 
This was no less ironic than Reagan's re- 
vival of former president Jimmy Carter's 
locomotive theory, in order t8 defend the 
idea of a strong dollar. In other words, 
Reagan is now making a virtue of neces- 
sity, arguing not only that a US current-ac- 
count deficit produced by the strong dollar 
will stimulate US imports but also that his 
chronic budget deficits are akin to a 
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` Keynesian policy of fiscal stimulation. 

Frustrated by the US Congress and 
Wall Street, the Reagan administration 
has turned abroad to focus on trade 
liberalisation where it hopes to see some 
results. This reflects not only how much 
the Mexican crisis brought home to 
Washington the lessons of interdepen- 
dence — US$6 billion of the US$7 billion 
of imports Mexico cut under its debt-crisis 
adjustments came from the US — but a 
realisation that Republican prospects in 
the 1984 elections could be hostage to 
some unforeseen failure. іп the world 
economy. 

“Gatt . . . [is] the key to our ability to 
maintain the free trading system so it can 
be the engine of the coming recovery," US 
Secretary of State George Shultz said in a 
major North-South policy speech on May 
26. "Preparations should begin now for a 
new effort of trade liberation in Gatt, with 
special, urgent emphasis on reducing bar- 
riers to North-South trade through mutual 
exchange of concessions." 

The heart of the strategy is directed at 
the linkage between trade and financial 
flows between the industrial and develop- 
ing economiés, and it is not surprising 
Washington has brought itself around to a 
new internationalism, since everywhere it 
turns the Bretton Woods institutions — 
the IMF, World Bank and Gatt — provide 
some part of a solution, The fund, for in- 
stance, is now seen in Washington as the 
crucial intermediary in the debt-crisis 
management mechanism, a new forum for 
"convergence" and the cutting edge for 
promoting trade liberalisation among less- 
developed countries while Washington 
prepares the ground for a new Gatt round 
in 1985. 

Officials in the multilateral. develop- 
ment institutions see promise in this redi- 
rection of the North-South dialogue. In 
the long run, they say, protectionism 
threatens to do greater damage to the 
development process than currency insta- 
bility; moreover, governments are more 
effective in the area of trade reform than 
monetary reform. 

There are the seeds of a new North- 
South deal now that Washington recog- 
nises a strong IMF-World Bank nexus as 
being vital to its own well-being. Since the 
beginning of the year, the Reagan admin- 
istration has abandoned its original 
negativism towards the multilateral in- 
stitutions. Indeed, Shultz’ speech hinted 
at a reconsideration of such “countercycli- 
cal” instruments as the IMF’s Compensat- 
ory Financing Facility and special drawing 
rights allocations. There is also a new 
awareness that too much IMF-imposed 
austerity in the name of Third World ad- 
justment rebounds against US exports. 

But Reagan’s new internationalism will 
mean little in practice if he cannot carry 
congress along. A conservative spirit of 
unilateralism still prevails, particularly in 
the House of Representatives, and this is 
aggravated by a surly self-assertion in 
foreign affairs to shóve prospects for a 
new North-South deal into the twilight 
zone of Washington politics, alongside 
hopes for manageable budget deficits. 
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` BORROWINGS © 


А for embarrassment 


A drop in New Zealaınd’s credit rating may be bad‏ و 
politically, but will not do much harm economically‏ _ 


By Colin James 

Wellington: New Zealand will be borrow- 
__ ing less offshore this fiscal year than ex- 
~ pected thanks to a drop in, the budget de- 
- ficit and a rise in the terms of overseas 


| trade. That is just as well, because a slight 
downgrading of the count ry's credit rating 
3 by the New York-based a gency, Standard 
| and Poors, is likely to тпаке borrowing 
__ somewhat more expensive. 
_ Standard and Poors cu.t New Zealand's 
| credit rating from AAA. to AA+ at the 
` end of April. The cut сапле after two years 
` of heavy borrowing had pushed up official 
M debt by more than NZ$2?. billion (US$1.99 
- billion) and taken total foreign debt, in- 
cluding private-sector borrowing, to an es- 
timated NZ$15 billion plus. But the move 
occurred just as signs began to emerge 
- that the New Zealand economy is improv- 
ing. The other New York rating agency, 
Moody's, still rates New Zealand AAA, 
though it intends to mzike a reassessment 
in the next few weeks. 

The drop in Standard and Poors’ rating 
is more a political than an economic em- 
barrassment. Prime M inister and Finance 
- Minister Robert Muldoon over the years 

has placed much store b y the credit rating. 

In August last year hi? set it as the key 

criterion for judgment of the performance 

of his government iri economic manage- 
ment. Speaking to the Wellington Em- 
ployers Association, he said: “The real 
test of our perform:race since the change 
of government in 19 75 is not, I believe, the 
public-opinion polls . . . but our external 
credit. That is the pest independent ap- 
| praisal, and since. the change of govern- 
ment in 1975 our external credit has re- 
mained on the tor line.” Since other indi- 
cators looked disi naying at the time, it is 
not surprising tha t he zeroed in on the cre- 
dit rating. It is a pro int he has made consis- 
| tently during his; prime ministership — 
and one with strong political advantage. 

The 1972-75 Lzibour government lost 

the top rating and he recovered it in 

1977. 

Muldoon said he was “angry and disap- 
inted" at thie: downgrading and attri- 
uted it to Stizindard and Poors having 
talked to “knockers” during their on-the- 

Spot assessme:rit in March. Muldoon was 

clearly referring to the likes of Len 

Bayliss, a former member of his prime 

ministerial t! 3irdk-tank advisory group, and 

former outs poken chief economist at the 
state-owned Bank of New Zealand 

(BNZ), now turned independent 

economic corisultant after requests from 

the BNZ to moderate his public state- 
ments. B ayliss has frequently voiced con- 
cern abo ut the level of debt. 

Laboi ır finance spokesman Roger 

Dougla 5 had already warned before the 








drop in the rating that the “gnomes of 
Zurich" might well “call in the overdraft” 
unless borrowing was reined in. Douglas, 
a junior minister in the 1972-75 govern- 
ment, has estimated that total foreign 
debt, including private-sector debt, will 
approach NZ$20 billion by the end of 
1984, when the next election is due. 

The central bank, the Reserve Bank, 
ran a long and critical review of overseas 
borrowing in its bulletin in March. “Over- 
seas borrowing has 
а useful role to 
play in facilitating 
the development 
of the economy 
and in reducing 
the immediate im- 
pact. of external 
shocks," the bulle- 
tin said. “In addi- 
tion, as a means of 
financing projects 
which would other- 
wise strain domes- 
tic financial re- 
sources, such bor- 
rowing has a posi- 
tive role to play in 
developing the in- 
dustrial structure 
of the economy. 

“On the other 
hand, borrowing is 
in part a reflection 
of the current-ac- 
count deficit. The 
account has been in deficit since 1974 and 
this has been а major constraint on finding 
an acceptable solution to the low-growth, 
high inflation and high unemployment 
problem which New Zealand has experi- 
enced in recent years.” 


he bulletin warned that “in essence the 
economic effect of such borrowing 
may be to support domestic demand at a 
level higher than that which is warranted 
by the medium-term balance of payments 
prospects.” Noting that New Zealand had 
avoided extreme fluctuations in unem- 
ployment, the bulletin added: “However, 
in the areas of inflation and growth, the 
economy has performed poorly by com- 
parison with a number of similarly placed 
developed and developing countries.” 
The bulletin recorded official overseas 
debt as rising from NZ$654 million at 
March 30, 1972, to NZ$8.24 billion at De- 
cember 30, 1982, marking a jump from 
9.5% of gross domestic product to 26% . 
In addition, borrowing by organisations 
wholly owned or majority owned by the 
government totalled NZ$1.96 billion, 
making the total public debt NZ$10.62 bil- 


Muldoon; Bayliss; Douglas: anger, concern, warning 











lion. This figure will certainly have risen 
since. Official borrowing in 1983 so far 
totals NZ$677 million, though an undis- 
closed amount of this may be for repay- 
ment of maturing debt. Also, a 6% de- 
valuation of the New Zealand dollar in 
March means that outstanding debt went 
up by a corresponding amount, bringing 
total public debt close to or above NZ$11 
billion. 

Official debt is not the whole story. Pri- 
vate-sector borrowing has also been rising 
rapidly as New Zealand companies have 
spread their tentacles into the interna- 
tional money markets. But there are no 
Official statistics of this borrowing. The 
best estimates are that total debt may be as 
high as NZ$15 billion. The cost of servic- 
ing official debt has also correspondingly 
risen, from 2.1% of export receipts in the 
year to March 30, 1972, to 9.2% in the 
year to December 30, 1982. With private- 
sector debt thrown in, the total interest 
bill may be now approaching 10% of ex- 
port receipts. The overall debt-service 
ratio is similarly unknown because of a 
lack of statistics on private borrowing. 
Best guesses put it somewhere in excess of 
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30% — 
country. 

All this adds up to a gloomy picture — a 
picture made worse by early estimates of a 
NZ$2 billion current-account deficit in the 
1982-83 fiscal year, an inflation rate of 
15.3% in the year to December 1982, un- 
employment standing at more than 
100,000 in a population of 3 million, or 
7.4% of the workforce, and a projected 
budget deficit of well over NZ$2 billion. It 
is that picture which Standard and Poors 
would have seen in their visit in March. 
They would also have read projections 
of only 1-2% growth over the next two 
years. 

But things have been looking up. In the 
first quarter of the year the wage-price 
freeze, implemented last June, began to 
bite. The freeze was extended in late May 
until February 29 next year, The year-on- 
year inflation rate was down t9 12.6% , re- 
cording only a 0.895 rise in the first quar- 
ter of 1983. Also, exports have climbed 
dramatically above imports, causing the 


which is high for a о 
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Treasury to revise its forward estimates of 
the overall balance-of-payments deficit 
for the July to June 1983-84 year down- 
wards by NZ$500 million. 


his has been partly due to improving 
prices and sales of wool and meat. In 
the first quarter, export receipts were up 
13% on the same quarter last year while 
import payments fell marginally. After five 
successive quarters of trade-balance defi- 
cits, the two quarters since September 1982 
have recorded surpluses of NZ$114 mil- 
lion and NZ$171 million successively. The 
trend continued in April when the trade 
surplus was NZ$276 million. The wage- 
price freeze has also cut the budget deficit 
by holding down the state wage bill. It had 
been projected at up to NZ$2.5 billion, 
but now appears likely to turn out atabout 
NZ$1.8 billion, the same level as in 1981- 
82. This is well below the Treasury's origi- 
nal estimate of a NZ$3.2 billion shortfall. 
New Zealand is not having difficulty 
borrowing, though there may now be a 


small premium to pay. A Wa raised in 
London recently (announced by Muldoon 
on May 18 to have been heavily over- 
subscribed) was at one point at a 3% in- 
terest premium over the yield on long- 
term British Government stock. Standard 
and Poors' assistant vice-president Philip. 
Bates said the downgrading would proba- 
bly mean a 0.2% rise in interest paid on 
loans raised in the United States. 

In his defence, Muldoon has pointed to 


favourable rates of interest negotiated on 


loans in the first few months of 1983 as evi- 


dence that the country's credit rating is — 


still good. Among international issuers of 
samurai yen bonds between January and 
March this year, he said: “The Japanese 
market rated New Zealand above all of 
them in one case and only slightly below 
the Asian Development Bank in the 
other.” New Zealand paid 0.246% above 
the Japanese Government rate for one 


issue and 0.157% for the other, Muldoon 
said, pointing out that most countries paid | 


margins of 0.3-0.7%. 





















Friendly and efficient 
service in a dynamic 
economy is the 
winning combination 
that assured our 
growth into a city 
bank of Japan. 
And now we're 
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an international 
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JOINT VENTURES 


Caught in the crossfire 


An agreement to resume a Japanese-iranian petrochemical 
project is reached, but its feasibility remains in doubt 


By Mike Tharp 
Tokyo: After two years of negotiations, 
Japan's Mitsui group and Iran's National 
Petrochemical Co. (NPC) have reached 
agreement on a plan to resume construc- 
tion of the long-delayed Bandar Khomeini 
petrochemical complex in west-central 
Iran. Although the basic agreement was 
hailed by both sides as a breakthrough, 
important details remain to be worked 
out. Moreover, even if the complex ever 
comes onstream, there are serious doubts 
about its commercial viability. 

Both sides made concessions to get the 
stalled talks moving, but Iran conceded 
most. The NPC, a subsidiary of the Na- 
tional Iranian Oil Co., finally agreed to 
pay all further expenses on the project, 
the cost of which ballooned from an origi- 
nal estimate of Y 130 billion (US$546 mil- 
lion) in 1971 to ¥730 billion in 1979. 
Neither side is now willing to estimate how 
much more will be needed to complete the 
complex. 

In 1981 Karoku Yamaguchi, president 





T. 


of Iran-Japan Petrochemical Corp. 
(UPC), which represents five Mitsui 
group companies, estimated the total con- 
struction cost would exceed ¥1 trillion. So 
far both sides have spent ¥600 billion, in- 
cluding Mitsui's #321 billion. The com- 
plex was 85% finished before the Iran- 
Iraq war began in 1980. 

IJPC has agreed to try to complete the 
project and get it running smoothly, said 
an official of Mitsui and Co., one of the 
five companies involved (the others are 
Mitsui Petrochemical Industries, Toyo 
Soda Manufacturing Co., Mitsui Toatsu 
Chemicals Inc. and Japan Synthetic Rub- 
ber Inc.). IJPC's role includes sending 
technicians, engineers and other workers 
to Teheran and eventually to Bandar Kho- 
meini itself to determine the extent of 
damage to the huge project, which has 
been bombed six times during the Iran- 
Iraq war. 

IJPC also agreed not to press for repay- 
ment of the ¥125 billion loans already ex- 








tended to Iran until after construction is 
completed. In return, NPC said it would 
soon begin payment of interest on the 
loans, estimated at X 10 billion a year. 
Several specific points remain unre- 
solved, including: 
» Throughout the six main rounds of 
negotiations, the Japanese had wanted to 
get out of the project as a 50% sharehol- 
der, while Iran insisted on IJPC remaining 
a full partner. If, under the recent agree- 
ment, Iran raises the paid-in capital of 
NPC, its ownership ratio would also have 
to be raised to 70% or 75%. There is no- 
thing in the agreement stipulating any 
such new ratio. 
» The Japanese side's pledge to cooper- 
ate as far as possible in providing technical 
aid to complete the project is not spelled 
out. The agreement, for instance, does 
not specify the number of Japanese who 
would visit the site. More important, it 
does not say exactly when. (Mitsui offi- 
cials state flatly that their employees will 
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гаа! bombing of Iran's Abadan oil refinery, October 1980: no ceasefire, no agreement. 


not go to Bandar Khomeini until there is a 
ceasefire in the Iran-Iraq war.) 
> There is no timetable governing Iran's 
repayment of the interest on its outstand- 
ing loans. Mitsui officials hope they will be 
paid over the next seven or eight years. 
These and other unsettled issues will be 
dealt with during another set of talks, ten- 
tatively scheduled for this month in Tehe- 
ran. "The actual schedule of resumption 
will be subject to a further supplementary 
agreement in the near future," said one 
Mitsui official. 


Omen any agreement is the cru- 
cial problem of a ceasefire. Mitsui 
workers may indeed go to Teheran, but 
they will not travel to Bandar Khomeini un- 
less fighting stops. Iraq has warned that its 
jet fighter bombers will attack thesite again 
if construction is resumed. Until Japanese 
inspectors can assess the damage, prepa- 
rations for construction cannot start. One 
estimate indicated a damage survey would 





take 500 engineers six months to finish. 

Iran came to the last round of talks ap- 
parently ready to make some concessions. 
NPC's president, Mostafa Taheri, told re- 
porters before he left Iran that he in- 
tended to try to work with the Japanese 
side to resume construction. Even so, the 
negotiations, initially scheduled for three 
days, dragged on for five. 

The Iranian side has come to view Ban- 
dar Khomeini as a symbol of its Islamic re- 
volution and is loath to let the project 
wither. NPC's decision to make some of 
the necessary concessions to the Japanese 
also reflects growing confidence for an 
economic recovery in Iran. The latest five- 
year development plan announced last 
September, for example, projects total in- 
vestment during 1983-87 at US$166 bil- 
lion. Whether this projection is realistic or 
not, it mirrors renewed determination to 
strengthen domestic output, Bandar Kho- 
meini is the centrepiece of that five-year 
plan. 

Iranian authorities have also begun dis- 
cussions with Japanese parent companies 
on whether their subsidiaries in Iran 
should be allowed to remit interest on 
loans from the parent firms or dividends to 
the parent firms. Previously, the Iranian 
Government had forbidden such remit- 
tances because it sorely needed foreign ex- 
change. Exports of Iranian crude oil have 
also increased recently, and in May, 10 
major Japanese trading houses contracted 


to acquire 150,000 barrels of Iranian crude 
a day, with Mitsui agreeing to take 10% of 
the total. 

Despite the progress, however, Bandar 
Khomeini's potential commercial value 
remains dubious. *We.do not think it is 
feasible from a commercial point of view," 
said a Mitsui official. "We don't know how 
they will make it feasible, but that is not 
our concern at present." 

In addition, Mitsui itself now seems 
bound to the project. Several times over 
the past few years, IJPC has threatened to 
apply — though it never did formally — 
for Japanese Government export insur- 
ance for failed industrial projects over- 
seas. Now, however, an official of the 
Ministry of International Trade and In- 
dustry observes that Mitsui "cannot take 
the option to escape from the project, so 
these recent talks formed the basis for the 
Japanese side to cooperate — not finally 
but technically. In that sense there was 
major progress." [г] 
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NOW YOU CAN TRAVEL IN A STYLE BEYOND FIRST CLASS 


ALITALIAS TOP CLASS 








Its a style to which you will fast become accustomed. And 
our Top Class is the only place you can find it. 


Like any exclusive private club, it's restricted to a small group 
of people. Twelve to be exact. So there's plenty of room to 
move around or stretch out on one of our "Dreamerette®” 
seats. 


But at Alitalia, luxury extends well beyond your seats. For 
instance, there's a flight attendant for every four passengers. 
So you'll never have to wait to be served. Even better is 
what they serve you. Vintage wines from our "cellar in the 
sky' and the exquisite Italian and continental specialities 
which our chefs prepare every day. 


There's even an "Alitalia Boutique" where you can select 
fashion from the great Italian designers: Battistoni, Ferragamo, 
Gianni Versace, Trussardi and Valentino, at unbeatable 
prices. 

And once you arrive in Rome or Milan, one of our greatest 
luxuries awaits you. Youll get a prestigious car with 
unlimited mileage and free insurance for two days, offered 
by Alfa Romeo in cooperation with Avis. Just ask for it 
when you book your Top Class flight. For more details call 


us or your travel Agent. 
= м 
Alitalia 


If you usually fly First Class, you 
owe it to yourself to move a 
step up. Alitalia's Top Class. 
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“Foreign exchange? 


Our experts on the world's most 
important currency markets will help 
you reduce the foreign exchange risks 
connected with your international 
operations. 


We can advise you on all aspects 

of financing — trom advance payment 
guarantees and letters of credit to 
export financing. 


















Total assets: 106 4 
Capital and reserves: 


ау Oe { Head Office: 


Bahnhofstrasse 45, Zurich 
' offices th 


Sw itzeriang 


Worldwide network: 
Europe: London 
Luxembourg. Madrid 
Monte Carlo. Moscow 
North America: 


York hicago 


3n Fra 
F Cayman Is 
Ha Ber 1a 
M fea lor о. Calgar 
Latin America: 
Mexico, Panama, Bogota 
Caracas, Sáo Paulo, 
Rio de jue Air 


Middle East: Abu Dhabi 
2 Beirut. Tet 


Bahrain, Be 


Far East: Tokyo. Hong Kong. 


Australia: Melbourne, Sydne 
Africa: Johannesburg 


Definitely UBS’ 


Talk to us and discover for yourself 
how UBS combines the best Swiss 
banking traditions with a creative 
approach to money matters. 
International finance is our business. | 
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At Mitsubishi we've long understood the philosophy of good 
quality. Like you, we know that second-best is never good enough. 
That's why we dedicate ourselves to the development of first-class 
vehicles. Vehicles made with pride, so they can be driven with pride. 

Unbeatable quality is in evidence throughout the Mitsubishi 
truck lineup. Take the heavy-duty NV125S dumper, for example. 
It features an amazingly large 16cu.m. capacity ideal for transport- 
ing oversize loads through desert terrain. It also comes with an 
extra-long 6,550mm wheelbase and spoke tires with trilex rims for 
extra maneuverability. And its dustproof Mitsubishi diesel engine 
yields a maximum output of 310ps/2300rpm with hefty 16,000cc 
piston displacement. 

The NV125S is just one of a complete lineup of Mitsubishi 
trucks engineered and constructed to provide superior perform- 
ance under the most rugged operating conditions. They're available 
in models ranging from 3500 all the way to 61,065kg GVW. 

Mitsubishi trucks. Built tough to take you and your cargo 
wherever you have to go. Dependably. In first class. 


OMAD Missionmaster 

has taken a legend and put 
wings to it.The result is a military 
STOL aircraft of extraordinary 
versatility. 

The Missionmaster can be 
used to transport up to twelve 
fully-kitted men and is eminently 
suitable for para-dropping. 

Or it can be quickly 
converted to a stores transport. 

While its unsurpassed visibility 
makes it a natural for battlefield 
surveillance or patrol missions. 

And Missionmaster's STOL 


capabilities are perfectly suited 
to short or unprepared airfields. 
And as the jeep would accept 
alternative powerplants, similarly, 
Missionmaster's G.M. Allison 
engines are compatible with those 
of Bell and Hughes or M.B.B. 
helicopters. 
Missionmaster comes with full 


For further information on 
Nomad Missionmaster, write to: 
Nomad Marketing Group, 

226 Lorimer Street, 

Port Melbourne. Vic. 3207. 
AUSTRALIA. Telex: DEPRODY 
AA 30252. 


technical and spare-parts back- "m... 


up through the wide resources of 

the Australian Government and 

its aircraft factories. 
Missionmaster. We took 

a legend and put wings to it. 
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Prime Mover. 


Behind the dynamic growth of 
the Japanese economy is the 
@ foresight and innovative spirit of 


the country's banking institutions. And among 
the prime movers providing funds and services 
for expansion of plants and equipment is the 
Industrial Bank of Japan. IBJ is Japan's largest 
and oldest long-term credit bank with $65 bil- 
lion in assets. As main banker to Japan's key in- 
dustries, IBJ has the resources and capabilities 
needed to actuate any business anywhere in 
the world. If you're planning a major project, 
plan with a prime mover. IBJ. 


INDUSTRIAL BANK OF JAPAN 


Head Office: 3-3, Marunouchi 1-chome, Chiyoda-ku, Tokyo 
Phone: 214-1111 Telex: J22325 


The bank that enables Italys top exporters 
to go about their business. 





8.30 am at Cadorna Station on the Milan Metro. Cariplo played a key role in financing the Metro's construction 


Lombardy is Italy s economic powerhouse. Hong Kong and Paris we have representative offices, 
Itis responsible for 27% of its industrial output, 21% and through our correspondent network we are 
of its GNP 9% of its agricultural products — and 33% represented in all the world’s major financial centres. 
of its exports. Our experience over many years with our 

At the heart of the region is Milan. Every day customers in Lombardy and elsewhere has proved 
millions of people go to work in and around the city, invaluable in building up the expertise and resources 
many by the new Metro. It is their drive that enables we need to operate effectively in international markets. 
Italy to compete so successfully in foreign markets. Now we are well placed to help your inter- 


Like so many of its Lombard customers, Cariplo national business grow too. 
is expanding its activities abroad. Last year we opened London branch: 6 Bishopsgate, London EC2N 4AE. 


a full service branch in Telephone: 01-283 3166. 
London. A second will [AN [22 [| | BJ [.0о) Telex: 887641. 
follow shortly in New York. Head Office: Via Monte di 


In Brussels, Frankfurt, CASSA DI RISPARMIO DELLE PROVINCIE LOMBARDE Pieta 8, 20121 Milan. 


Encouraging enterprise internationally 


INDUSTRIAL POLICIES 


Malaysia's great leap forward 


The prime minister is intent on large-scale industrial 


development, but many feel the 


By Patrick Smith 

Kuala Lumpur: There is little doubt that 
the administration of Prime Minister 
Datuk Seri Mahathir Mohamad will leave 
a lasting mark on the course of Malaysia's 
economic development. It will be a signa- 
ture written in concrete and steel. 

An activist in all things, Mahathir is 
leading Malaysia into a new phase in the 
building of a modern economy, based on a 
commitment to capital- and skill-intensive 
heavy industry and the stimulation of de- 
mand for domestically produced indus- 
trial goods. In this the prime minister is 
making the government a more active par- 
ticipant in the industrial sector than it has 
ever been before. “What we are witnes- 
sing," one economist here said, "is the 
Mahathir theory of development in prac- 
tice." 

After two years in power, the present 
administration is almost universally ad- 
mired for its energy and vision and for its 
commitment to breaking the mould of the 
country's traditional economic policies. 
There is increasing disquiet, however, 
over the prime ministers specific 
priorities. Among economists, diplomatic 
analysts, bankers and industrialists, there 
is widespread concern that a number of 
the government's major new investments 
are poorly conceived and ill-timed — and 
may result in wasted capital and lost op- 
portunity for more appropriate projects. 

More than anything, these critics be- 
lieve, the country's considerable com- 
parative advantages are being neglected in 
favour of large projects that have little 
chance of progressing beyond a highly 
protected infancy stage. Many senior and 
middle-level administrators and techno- 
crats share these views and add a concern 
of their own: that government decision- 
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ort is ill-timed 


making is becoming over-centralised in 
the Prime Minister's Department and that 
sound, practical advice is too often dis- 
couraged or ignored. 

Such worries coincide with a wider de- 
bate over Malaysia's response to global re- 
cession. The administration has closely 
tied the move into modern industry to the 
growth rates required to continue improv- 
ing the status of bumiputras (Malays and 
other indigenous peoples) under the New 
Economic Policy (NEP). But a number of 
Malaysian economists are now urging ac- 
ceptance of lower growth rates and a 
greater commitment to a more equitable 
distribution of wealth. They suggest large 
investment in a few industries will work 
against redistribution to bumiputras, a 
fundamental goal of the NEP. 

More immediately, it is argued, the 
years of Malaysia's heavy payments 
surpluses are over, at least until the mid- 
1980s. Current-account and budget de- 
ficits are deepening and resources being 
depleted. Development planning must be 
more precise than in the past, since it will 
now be more difficult to finance any mis- 
takes. 

Mahathir's advocacy of the current in- 
dustrial strategy began during his tenure 
as trade and industry minister in 1978-81. 
He has stressed repeatedly since then that 
large capital investments are necessary to 
ensure future growth. He is regarded as 
the prime mover behind the establishment 
in 1980 of the Heavy Industries Corp. of 
Malaysia (Hicom), now the centrepiece of 
his great leap forward. Hicom has marked 
not only the new commitment to capital- 
intensive manufacturing but also to the 
greater role this strategy requires of gov- 
ernment. 








Currently capitalised at M$250 million 
(US$109 million), Hicom is the instru- 
ment by which the government is directing 
the establishment of large new projects 
and acts as the public partner in joint ven- 
tures with foreign turnkey contractors. So 
far the corporation has studied at least 
eight projects and signed letters of intent 
worth some M$3.3 billion. 

Four projects are now under way: a ce- 
ment plant worth M$430 million, à 
sponge-iron and steel plant (M$800 mil- 
lion), a second sponge-iron plant (M$450 
million) and a vehicle production plant 
(M$560 million). Financing is normally 
through export credits from the contrac- 
tors home governments. Malaysia is 
spending M$3.6 billion this year on com- 
plementary infrastructure. 


he starting point for these projects was 

the recognition in the late 1970s that the 
country's move into export-led industriali- 
sation, begun a decade earlier, had run its 
course. As the range of capital and inter- 
mediate goods required by the economy 
became more sophisticated, a new round 
of import substitution became widely ac- 
cepted as a logical next step. 

These concerns were combined with 
others: heavy industry is expected to en- 
able the government to make maximum 
use of the nation's energy resources 
(primarily gas and hydroelectric power) 
and to encourage the formation of ancil- 
lary industries to raise the value-added 
component of domestically manufactured 
goods. Strategically located in underde- 
veloped areas, the new industries are also 
intended to hasten the development of 
skills in the labour force, particularly 
among bumiputras. 

There are less tangible motivations as 
well. Some projects, such as oil refineries 
planned for both the east and west coasts 
of Peninsular Malaysia, are in part related 
to strategic considerations and the desire 
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` appear to be partly гек of 
economic nationalism and the desire to 
produce visible signs of economic inde- 
~ pendence and a clear break with the past. 
The prime minister's high regard for the 
_ Japanese and South Korean development 
- models, which have also centred on heavy 
— industry, is widely accepted as another 
— factor in the administration's commit- 
ment. 

The Mahathir government has taken a 
—— major role in this. Any move into basic in- 
= dustries, it was reasoned, would entail 

— long lead times, high initial investments 
| d low ratios of return on capital — all of 
"which would act as deterrents to the pri- 
- ate sector. The government has also been 
_ anxious to take advantage of its ability to 
— enter into sovereign risk borrowing at 
more favourable interest rates than would 
be available to the private sector. More 
than anything else, however, the govern- 
ment's involvement in industry reflects a 
fundamental dissatisfaction with the pri- 
vate sector's achievements over the past 
two decades. 

Few observers, either in government or 
industry, would dispute this. Manufactur- 
ing growth has consistently outpaced the 
economy since 1960 — moving its con- 
tribution to gross domestic product from 
8% to more than 21%, The government 
now hopes industry will replace agricul- 
ture decisively as the chief contributor to 
GDP by the end of the current five-year 
plan in 1985. But raw numbers belie fun- 
| damental weaknesses. Malaysia's basic in- 
_ dustrial structure, many economists point 
out, is underdeveloped relative to some of 
its neighbours and to countries with far 
lower per capita incomes. 

Although the government has sought to 
encourage a manufacturing sector since 
independence, its role was passive and un- 
selective until 1968 when an array of in- 
centives was introduced — an increase in 
|... previously modest tariff protection, new 
Ё depreciation allowances and tax conces- 
| sions to encourage priority industries and 
- location in designated areas. Because an 
earlier bias towards import substitution 
| had begun to slow industrial growth; the 
I 








1968 legislation introduced export allow- 
ances that marked the beginning of a de- 
cade of export-led industrialisation. Four 

- years later Malaysia opened its first free- 
trade zones. 

The results in the first two decades of in- 
dependence were in some respects im- 
pressive: manufacturing grew by an aver- 
age of nearly 11% in the 1960s and by 12% 

- — jn the 1970s. An early emphasis on light 
| industry contributed significantly to 
р labour absorption and reduced the coun- 
| try's excessive dependence on imported 
| consumer goods. In the 1970s, industry's 
share of exports rose from 12% to 20%. 
Despite these achievements, however, 
b critical problems remained unsolved at 
the time Mahathir took office. Much of 
the private sector's newly generated ac- 
tivity was'concentrated in the processing 
of imported raw materials (food and 
chemicals) and the assembly of imported 
components (electronics and vehicles). 


102 


PRODUCTION 
SHIFTS 


SS ro DE s & ry $ 
Asian Development Bank 


Electronics now accounts for roughly half 
Malaysia's manufactured exports, with 
textiles running a distant second (12%), 
These two industries averaged annual 
growth rates of 19% and 17% respectively 
in the 1970s, far above the expansion rate 
for the sector as a whole. 

Concentration in these areas has meant 
the value of a product added domestically 
has remained low as a proportion of gross 
output. Technology transfer has been 
minimal and the new industries have con- 
tributed inadequately to the development 
of a skilled labour force. In addition, 
domestic investors have remained largely 
in “safe” sectors such as retail trade, plan- 
tations, property and the extractive indus- 
tries. 


ore broadly, the Mahathir adminis- 
tration inherited an industrial confi- 





too large a proportion of industrial inputs 
was imported (thus retarding the growth 
of ancillary, or feeder, industries) while 
domestic consumption also suffered be- 
cause a high proportion of output was 
geared to exports. This is most marked in 
the predominant electronics sector. 

In the face of this, Mahathir has sought 
a more rational pattern in the develop- 
ment of Malaysia’s industrial sector — a 
foundation upon which future develop- 
ment can be based. Given the administra- 
tion’s key goals — to establish more 
sophisticated and more closely integrated 
industries, to raise the value of domestic 
content in industrial output, and to correct 
regional imbalanves — Hicom has chosen 
a number of "nucleus" industries from 
which others are to evolve. So far the 
favoured sectors are vehicles and basic 
















metals, general engineering industries, ce- 
ment, refining and petrochemicals. 

It is clear from these choices that the ad- 
ministration is aiming for a kind of Malay- 
sian "big push" in the manner of the 
textbook development theories of the 
1950s and 19 Indeed, to many 
economists here, the Mahathir strategy 
seems very similar to that adopted 
by India in the late 1950s. What India 
learned after spending massively on heavy 
industry was the futility of forcing the 
pace. For a number of reasons, Malaysia 
may be due for some of the same painful 
lessons: 

» Many of the industries into which the 
government is plunging will by its own 
reckoning require exports to achieve signi- 
ficant economies of scale, but economists 
see very little chance of export markets 
developing. For a start, Malaysia would 
have to compete with the likes of South 
Korea and Taiwan. In the steel and cement 
industries, for instance, there are already 
excesses in world markets — created by 
manufacturers who have achieved pro- 
duction efficiencies that Malaysia cannot 
reasonably hope to equal even assuming 
rapid growth of the domestic demand 
base. Any inefficient use of foreign 
technology will further erode competitive- 
ness. In the vehicles sector, exports are 
not even discussed. 

> Protection is a closely related issue. 
While few economists question the need 
to protect an industry in its initial stages, 
many fear these measures will not be 
phased out: uncompetitive industries can- 
not otherwise survive. For Hicom’s ce- 
ment project, for instance, industry 
sources estimate a cost-effective price, as- 
suming interest charges of 10% , would be 
M$220-230 per tonne. Domestically pro- 
duced cement now sells for M$180 per 
tonne. The results of prolonged protec- 
tion are likely to be three: new industries 
may not move beyond an infancy stage, 
downstream manufacturers will suffer a 
decline in their own ability to compete, 
and consumers will be forced to pay sig- 
nificantly higher prices for poorer-quality 
goods produced domestically — an effect 
apparent in the Philippines — thus reduc- 
ing both effective demand and employ- 
ment, 

> Malaysia’s supply of technical and man- 
agerial personnel is already. seriously 
overstretched, and this is contributing to 
an excessive dependence on foreign con- 
tractors in the new sectors — from the 
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feasibility and construction phases 
through to management and project as- 
sessment. The government’s inability to 
provide adequate supervision is a major 
concern. The government maintains the 
equity held by foreign contractors is suffi- 
cient replacement- for this. But officials 
argue that the supply contracts involved 
are so large as to. make even unpromising 
projects. attractive. | Non-performing 
equity is not always a concern. 

» Basic industries located in disadvan- 
taged areas are likely to become enclaves 
with little relationship to local economies. 
Downstream consumers are too often lo- 
cated in traditional industrial zones. In ad- 
dition, there are widespread worries that 
the labour force in underdeveloped areas 
is too unskilled, and too conservative in 


outlook, to make the leap into complex in- | 
dustrial processes. These factors suggest | 


that technology transfer may proceed at a 
disappointing pace. 
There are two opportunities to address 


these questions. One is the mid-term | 


review of the current five-year plan, due 
to be completed later this year. The other 
is an industrial master plan to be written 
with United Nations assistance by the end 
of 1984. Government sources expect some 
trimming of expenditure — but this will 
probably be concentrated among projects 
that were never taken very seriously any- 
way. A basic shift in policy is not ex- 
pected. As for the master plan, its authors 
have yet to determine whether they are to 
assess basic strategy or simply evaluate its 
results. 

Although deeply committed personally 
to the heavy industry programme, 
Mahathir has warned against creating pro- 
jects for prestige purposes. Publicly he has 
had to ward off pressures from chief minis- 
ters to establish them in this or that state, 
asking: “I wonder what preparations they 
have made for the successful implementa 
tion of such enterprises?" 

Some see the prime minister's push for 
modern industries, to be run by an upcom- 














ing managerial and technical class, as a 
direct result of his impatience with many 
traditional aspects of Malaysian society 
and its ethos rather than as a specifically 
economic policy, Another reason for em- 
phasis on a few large industries may be 
that while financial resources — even now 
— are not a major constraint in Malaysia, 
administrative resources are. Thus it is 
easier to build a few large enterprises and 
staff them with the best available people 
than try to administer an array of pro- 





already much larger than in other coun- 
tries of the region so, even if individual 
projects are justifiable in economic terms 
they are seen as undesirable in the wider 
context of a dominant state sector. 

There have, however, been some signs 
of pragmatism: Malaysia's plans for a 
petrochemical industry and a 120,000 bar- 
rels a day refinery in Malacca have both 
been postponed — the latter until at least 
1985. Although the apparent absence of a 
policy framework is worrying to many of 
the prime minister's allies and critics alike, 
both groups continue to value his decisive- 
ness. “He is making many wrong choices," 
one economist said. "But he is cutting 
through the private sector's inertia, he is 
making everyone think — that is what is 
important." 

The question remains how costly the 
wrong choices will be. There are any 
number of nations anxious, as Malaysia is, 
to emulate the successes of the first gener- 
ation of newly industrialised nations — 
many, indeed, are currently making their 
own commitments to advanced industry. 
But in a more competitive, more protec- 
tionist external environment, a nation's 


| relative advantages cannot safely be ig- 


nored. *We are risking the modest but se- 








grammes to stimulate smaller-scale indus- | cure industrial base we already have," one 
tries senior economist in government said. 
"We cannot build an industrial superstruc- - 
S^ thinking fits too with the need toex- | ture on what we have now." D 
pand the bumiputra role in the econ- | Alternative strategies revolve chiefly К 
оту. Quasi-state capitalism directly helps | around the use of more appropriate ' 
achievement of the statistical NEP owner- | technology. Entering an era during which 4 
ship goals. Secondly it should enlarge the | foreign exchange is likely to be scarcer and 1 
Malay managerial class. Bumiputras have | borrowing abilities more strained, ] 
made more rapid progress in expanding | economists are looking for investments A 
their managerial role in large enterprises | that are less capital-intensive and will 
than they have as medium-scale entrepre- | show more immediate financial and social 
neurs, Thus heavy industry may help the | gains. There is virtually no discussion of | 
social goals of the NEP in creating a larger | when the industries now being built will 
Malay middle class even if it does relative- | begin to show returns; their social benefits | 
ly little in the short term for the Malay | are often held in equal doubt. A 
rural majority, What is urgently required, many ; 
But for some critics any further ехрап- | analysts say, are industries that will gener- | 


sion of the state sector is undesirable. It is 


ate sufficient linkages within the economy 
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to build the industrial base Malaysia is 
seeking. This means industries that con- 
sume each other's products and are also 
tied to other sectors, such as commodity 
production. Competitive exports in some 
industries will allow production levels 
necessary for feeder industries to develop, 
but in general industries less reliant on 
economies of scale are favoured. 


oncrete proposals from these analysts 

differ widely, but there are elements 
common to most of them: 
» There has been too little done, other 
than lip-service, to extend the range of re- 
source-based industries in Malaysia. The 
agricultural base, though less glamorous 
than steel mills and car plants, still pro- 
vides roughly a third of GDP. But growth 
has declined by half since the mid-1970s, 
to about 3% yearly. So has the proportion 
of commodities exported in processed 
form — it is half in the timber industry, but 
for rubber less than 3%. 

It is time, economists say, to raise 
agricultural productivity through іп- 
creased mechanisation, replanting rubber 
and replanting depleted timber reserves. A 
central bank economist estimated not long 
ago that every 100,000 acres of new plant- 
ing in both rubber and cocoa would raise 
export revenues by M$250 million. Each 
Msi billion spent in manufacturing, he 
added, could plant more than 300,000 
acres of rubber or nearly 400,000 acres of 
oil palm, now Malaysia’s leading export 
crop. Land development has an added ad- 
vantage: foreign-exchange leakage is low. 
» Related to this is a push into foundries 
and metal-products production, both of 
which are now at rudimentary levels, and 
a more determined effort to stimulate pro- 
duction of simple machinery to serve the 
primary industries: agricultural imple- 
ments, rubber- and palm oil-processing 
machinery and mining equipment. These 
industries would not necessarily be either 
low-technology or light — they could gain 
in sophistication and compete both 
domestically and abroad. 

» Small-scale industries require more en- 
couragement. Their consuming power is 
essential for the subsequent development 
of the heavy industries thé government 
wants. Capital requirements are lower, 
the benefits of development more easily 
spread, and they are an ideal training 
ground, an interim step, for a skills-short 
labour force. They also breed bumiputra 
entrepreneurs. Government advisers say 
the incentive schemes for small and re- 
source-based industries are to be fortified, 
but there is no apparent timetable for this. 

There is a host of other proposals: an 
improved services sector to reduce the 
deepening services deficit, a plastic-pro- 
ducts industry to take advantage of the 
country's petrochemical potential, an in- 
tegrated dairy industry to reduce meat and 
milk imports (and serve Middle East mar- 
kets) and a building-materials industry to 
fuel the construction sector. Disparate 
ideas, they all bear the same message: bet- 
ter planning and more coordinated na- 
tional policies are more important now 
than plants that glint in the sun. [r] 
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Malaysian car production line: history of inefficient investment. 


The wrong vehicle? 


An indigenous car-manufacturing industry is not likely 
to be the hoped-for springboard to success 


Kuala Lumpur: Nothing signals Malay- 
sia's determination to build basic indus- 
tries despite increasing criticism more 
than the agreements reached last month 
for construction of a M$560 million 
(US$243.5 million) car plant. Malaysia's 
car-assembly industry is 15 years old and 
badly in need of rationalisation. But it is 
believed by many that Prime Minister 
Datuk Seri Mahathir Mohamad's policies 
will do little to correct the muddled situa- 
tion with which history has landed him. 

Opposition to the project, particularly 
among university economists, has been 
more public than for any other so far an- 
nounced. But in remarks made earlier this 
year the prime minister said: "These 
people do not have the faintest notion of 
what they are talking about." 

The contracts agreed in late May are 
typical of many the Malaysians are now 
either signing or considering. The Heavy 
Industries Corp. of Malaysia (Hicom) is 
joining with Japan's Mitsubishi group to 
build, own and operate a 52-ha. plant at a 
900-ha. Hicom industrial estate 20 kms 
from here. Equity is to be divided between 
the two, with Hicom taking 70%, It is a 
turnkey project: Mitsubishi's contracts 
cover technical assistance, construction 
and the supply of imported machinery and 
parts. Financing will be mixed — * 12 bil- 
lion (US$50.53 million) will be borrowed 
through | Mitsubishi, the remainder 
through a syndicated coinmercial loan. 

Perusahaan Otomobil Nasional, or Pro- 
ton, will consist of assembly and body- 
stamping plants, a test track and a paint 
shop. Capacity is scheduled at 80,000 ve- 
hicles a year from the time the plant opens 
in 1985, increasing to 120,000 by 1988. 





The government hopes Proton will attract 
an assortment of privately owned compo- 
nents suppliers to the estate, for which 
Mitsubishi will also provide technical ad- 
vice. Private-sector sources estimate the 
entire venture could cost up to M$2 bil- 
lion. 

All this is in response to the inefficient 
investment pattern that has developed in 
the local car industry since the first kit- 
assembly plant was established in 1967. 
There are now seven car-assembly plants 
in Malaysia, with a combined output of 
80,000 cars a year. This has splintered the 
industry and saddled assemblers with seri- 
ous production disadvantages. To achieve 
scale efficiencies, economists estimate a 
car plant requires a minimum output of 
100,000 vehicles yearly. 


he government's ambitious import- 

substitution plans have also suffered 
from low production volumes because as- 
semblers have fragmented the compo- 
nents market: Malaysian plants are now 
producing 18 makes comprising more than 
50 different models; the leading domestic 
assembler, Nissan, sold 21,000 passenger 
cars last year. 

There were high expectations for the 
local-content programme when it was first 
introduced in 1971 — even then it was 
viewed as a first step towards production 
of an all-Malaysian car. At the time the 
domestic share (by weight) in locally as- 
sembled cars was less than 10%. The de- 
pletion allowance programme called for 
yearly increases of 2-3% in the use of 
domestic components until the goal of 
35% was reached in 1982. 

Nothing approaching this was achiev- 
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ppliers e parts 
they provide are still widely regarded as 
poor quality — further deterring as- 
semblers from  disrupting ties with 
suppliers overseas. When vehicle prices 
increased after the oil crisis of 1973, the 
government quietly shelved the import- 
substitution programme until 1979, when 
it was re-introduced. Local content now 
stands at 15-18% , and the components in- 
dustry Malaysia is anxious to develop re- 
mains an inefficient hodgepodge of some 
75 firms, 

Even with domestic content short of the 
government's goals, local assemblers have 
not been able to survive without official 
protection. Roughly 20,000 fully assem- 
bled cars are now imported yearly, but 
they have faced tariffs of 60-100%, 
stringent licensing requirements and 
quantitative restrictions since the industry 
began. What assemblers have saved in low 
wages they have lost in inefficiency: the in- 
dustry’s labour requirement is roughly 
twice that of the industry in an advanced 
country. Recent academic studies indicate 
that Malaysian-built cars currently cost 
20-50% more than equivalent models pro- 
duced overseas. 


he national car project is thus intended 

to concentrate production in two 
models — both in the 1,000-1,600c.c. 
range which accounts for three-quarters of 
the domestic market. Proton's initial out- 
put is scheduled at 20,000 cars annually, 
rising to 100,000 by 1991; the latter figure 
is two-thirds of forecast demand. Domes- 
tic content is to begin at 35%, but the 
eventual goal is 85-90%. The government 
is giving local suppliers pioneer status, 
subsidised rents and other incentives to lo- 
cate at the Hicom site. 

Few observers expect this plan to work, 
and even some of the prime minister's 
closest economic advisers have doubts 
about it. Poor economies of scale will con- 
tinue to plague the new plant at least until 
others begin to close. Economists see little 
chance for removal of the protective bar- 
riers the government has already started 
erecting. A 15% import duty on knocked- 
down kits was announced a week before 
plans for the national car were disclosed, 
and officials have warned that this is likely 
to be only a first step. Greater use of road 
taxes and duties are anticipated, with di- 
rect quotas on kits if these measures are 
not effective. 

There is little likelihood they will be. 
Although there has been no official men- 
tion of prices, the initial local-content 
target is expected to make the national car 
at least 50% more expensive than the 
equivalent kit assemblage, according to 
industry economists. Private estimates say 
prices will be as much as three times those 
of assembled vehicles if domestic-content 
goals are pursued up to 90%. And as local 
content and prices rise, quality is expected 
to drop. 

Such prospects suggest a simple truth: 
that Malaysia does not possess the envi- 
ronment required to support a car in- 
dustry. In Japan, for instance — whose in- 
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hathir is anxious to | 
car production had a long tradition by the 
time the export industry took off in the 
1960s, with minimal foreign participation 
and close relationships between compo- 
nents suppliers and manufacturers. World 
War II and the Korean War also gave the 
industry impetus. 

The alternative to Malaysia's current 
mess is simply to let the industry go — 
much as Singapore did several years ago. 
Economists suggest that protective mea- 
sures should be maintained initially but 
gradually withdrawn — leading to a natu- 
ral rationalisation among assemblers. One 
leading analyst expects at least three of the 
seven local car assemblers now operating 


to emulate — 
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beyond its current level. 

High prices and the level of protection 
necessary to sustain the national car are fi- 
nally expected to redüce growth in de- 
mand — which will discount the forecasts 
on which the government has based its 
plans. After that, very little will stand be- 
tween Proton and an operating deficit. 
Malaysia will have achieved the vertical 
linkages it has always sought, particularly 
as domestic assemblers begin to disappear 
and a market for standard components de- 
velops. But the price will unquestionably 
be a high one — not even the prime minis- 
ter has denied that. — PATRICK SMITH 
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Creating an anchorage 


The drive to take industry to the rural state of Trengganu 
exemplifies the problem of spreading development benefits 


Kuala Lumpur: Correcting regional im- 
balances — the concentration of industry 
on Peninsular Malaysia's west coast and 
relative stagnation in the country's rural 
states — is a key aspect of the drive by 
Prime Minister Datuk Seri Mahathir 
Mohamad's administration to advance the 
industrial sector. Basic industries are ex- 
pected to act as anchors to private-sector 
manufacturers, so that urban drift is ar- 
rested and bumiputras (Malays and other 
indigenous peoples) are drawn more 
rapidly into the national economy. At pre- 
sent only eight of Malaysia's largest 107 
manufacturers are located away from 
traditional industrial centres. The Heavy 
Industries Corp. of Malaysia (Hicom) 
wants to change that situation to meet the 
goals of the New Economic Policy by 
1990. 

The East Coast state of Trengganu, one 
of Malaysia's poorest, has a typical mix of 
problems (REVIEW, July 2, '82). The in- 
cidence of poverty is more than 50%, 
against a national average of roughly 
35%. The economy is lopsided in terms of 
both production and employment, with a 


weak, isolated agricultural sector employ- 
ing more than 50% of the workforce and 
an uncoordinated industrial sector about 
10%. Manufacturing accounts for about 
6% of the state’s output, compared with 
the national average which is more than 
20%. 

Trengganu’s few large manufacturers 
are like oases: among them are a match 
factory, a ballpoint-pen factory, a textile 
mill and an electronics plant. A small local 
market, an insufficient pool of skilled 
labour and a weak supporting economy 
have combined to discourage investment 
despite Kuala Lumpur's incentives. 

Economists “are пом studying 
Trengganu's social and economic struc- 
tures closely — a detailed proposal for the 
state's development is to be considered in 
Kuala Lumpur later this year. The aim of 
the plan, according to sources familiar 
with it, is to optimise existing resources to 
promote both economic growth and equit- 
able distribution. There is broad agree- 
ment that a range of industries, including 
manufacturing, will be at the centre of any 
development framework. Those chosen 
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China’s legal system. 
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Now only US$85.00 


The continued redirection of China's priorities towards 
foreign trade and its broadening contacts with other 
countries and regions jw necessitated many revision 
and adaptations in its laws. The Law Annual Report 
now puts these changes into perspective in a single hand 
up-to-date volume. Ee 
What isit? 

The Law Annual Report i is the most up- -to-date, 
complete work of its kind. With its easy, readable form 
and clear indexing this 536 page volume literally pl ace 
China's legal system at your fingertips. 

Who needs it? 

If you are a lawyer, a business executive, financier, 
industrialist, or anyone currently doing or planning 200 
business with China then the Law Annual Report i 
must for you. A small investment in this book toda: 
could save you money, time and wasted energy in the 
future. 
Professors or students of ^ China will find the Law Ann 
Report an endless source of ААА essential to: 
true understanding of the legal system of this enigmat 
giant. 

How to get it 

Simply complete the coupon Бен today and send 
together with your payment in the amount of US$85. 0 
(or equivalent in your local currency) per copy to th 
indicated address. 
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enclose US$130.00 per set. 
For surface mail delivery 
add US$14.00, for airmail 
delivery add US$35.00. 
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onshore oil and gas facilities, US$400 
ion in a 30,000 barrels-a-day mini-re- 
nery, and an undisclosed sum in a 450- 
w. gas-fired generator. Hicom is now 
ilding the first phase of a gas-fired iron 
id steel complex that is to be the hub of a 
tionally integrated steel industry. 

Malaysian analysts welcome much of 
spending — in particular the govern- 
еп commitments to building energy 
nfrastructure. As with the Mahathir ad- 
ministration’ s national priorities, how- 
er, there is concern that not enough at- 
ntion will be paid to the less apparent as- 
cts. of development. Trengganu will not 
fully from large capital projects 
іп its borders unless its capacity to ab- 


'aipei: Springtime has brought a few faint 
asof recovery in the Taiwan economy 
the government, always the optimist, 
already raising its growth targets. The 
'uncil for Economic Planning and Deve- 
ment, pointing to recent oil- -price cuts 
d faster-than- -expected recovery in the 
nited States, has raised projections for 
L gross national product expansion 
in 5.5% to 6.5%, But и that first- 
arter growth was only 4.5% (ап- 
iualised), many economists consider the 
983 target unreachable. 

Improving economic indicators have 
сеп given prominent play in the press. 
dustrial production was up-6.2% in the 
rst quarter, the biggest increase for three 
ears. Export orders received in January- 
pril totalled US$8.28 billion, up 2.4% on 
he corresponding period in 1982. Trade 
ose in March for the first time in 15 
nonths. For their first monthly rise this 
ear, exports in April jumped 11.2% over 
е same month in 1982. 

But one great mystery has been con- 
icting signs of economic recovery: im- 
is continue to fall.. Taiwan, which is 
uch like one big export-processing zone 
total trade (imports and exports) value 
pproximates total GNP — is dependent 
n imported raw materials and capital 
quipment for manufacturing. 

mports in the first four months de- 
ned 7.7%, with capital goods falling 
% to US$1.4 billion and raw materials 
pping 8.9% to US$4.1 billion, while 
sumer-goods : imports rose. 13.2% 
March's 14.3% rise in imports can be dis- 
‘counted because of distortions caused by 
massive petroleum imports. After delay- 
ing oil purchases for several months, 
aiwan welcomed Opec’s March price 
cuts by-importing US$629.5 million. of 
petroleum during the month, double tlie 
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ment agencies Have invested. USST billion ` 


asa whole: both are likely to suffer labour 
shortages by the end of the century. In the 








tegrate workers into new economic ac- 
tivities, to develop skills and to overcome 
the cultural conservatism that can often 
retard progress. Economists here are ever 


social as well as an economic and financial 
process. 
A diverse mix of small and intermediate 


ers) would satisfy the need for some 
labour intensity. These fall into several 
categories. Manufacturing firms, includ- 
ing a local metal-products industry, are 
considered essential to the success of such 








ECONOMIC MONITOR ШЕШЕНЕ TAIWAN : 
pring's signs of growth 





amount of a year earlier and more than in 
the first. two months of this year com- 
bined. 


Businessmen are likely to wait until 
economic recovery is well under way be- 
fore boosting fixed investment. Given a 
steep drop in inventories in 1981-82, the 
decline in raw material imports is more 
difficult to understand. If expert orders 
are indeed rising, manufacturers should 
be rebuilding stocks at a rapid pace. Possi- 
ble explanations — which the government 
has apparently not studied — are that 
structural changes in the economy have 
led to more import substitution for com- 
ponents and other raw materials, or that 
more. higher-value-added products are 
being exported. 


Д apparent inconsistency con- 
cerns the government's budget for the 
fiscal year starting on July 1 (REVIEW, 
Apr. 21). The proposal calls for an unpre- 
| cedented reduction in expenditure owing 
to an expected drop in revenue. But if the 
economy is forecast to grow by 6.5% in 
1983, why should revenue in the coming 
fiscal year decline Бу the projected 
12.9%? Granted there is some lag time for 
direct tax receipts, but income from indi- 
rect taxes such as tariffs and commodity 
taxes, upon which Taiwan's treasury is 
highly dependent, should surge in the 
course of the budget year. 

Some economists regard the budget as a 
clumsy one running against the economic 
cycle. The pessimism about tax revenue 
is probably an overreaction to mistakes 
made in the current fiscal year, when re- 
| venue was grossly overestimated and the 











|. government had to scramble to cut spend- - 


meantime, however, a mix of capital- and- |; should be dictated by Trengganu’s basic 


labour-intensive industry is required to in- . 


mindful that successful development is.a ` 


industries (employing fewer than 50 work-- 





: budget, the government runs the risks of 


With factory capacity still under-used, it 
is not surprising that imports of capital 
equipment have not begun to grow.. 









ine theme: is simple: deve opm 
































































strengths. 

Agriculture, the relative importance of . 
which has declined over the past decade, 
can also make a renewed contribution to 
gross domestic product through mechani- 
sation and the use of modern farming 
methods. The principle also applies to 
timber-based industries, where there is 
pressure to add. more value to a declining 
resource, and to marine industries. Rais- 
ing productivity in the primary sector will 
also free labour more quickly — an.essen- ^" 
tial factor in building the industrial base 
that cápital projects will need. 

.— PATRICK SMITH 





ing. By slashing outlays in the next 


forcing down ecoriomic growth. 
Meanwhile, the business climate con- 
tinues to improve, at least on the supply 
side. Temporary incentives such as tax 
credits for investment: and reductions in 
duties on machinery and equipment have 
been extended.. Interest rates are at his- 
toric lows for Taiwan, 8.596 for short- 
term loans i in the banking system and less 
than 20% in the kerb market. The central 
bank has maintained a relaxed monetary 





(M1) money supply has expanded to 20% 
from 15% in 1982 — and local banks are 
awash in excess liquidity. Prices are al- 
most flat and salaries have stabilised. 
Wages in manufacturing rose 8.5% in 
1982 compared to 2096 in 1980 and 1981. 

Improvement from thé demand side, or 
the export markets, is less certain. Ship- 
ments to the US increased 9.9% to US$2.9 
billion in January-April, but exports to 
Japan and other major markets in Europe 
continued to decline. An overvalued New 
Taiwan dollar, which is essentially tied to 
the US dollar, has blunted the competitive 
edge of Taiwan’s exports in Japan and 
Europe. E 

There is little chance the 
be devalued. In fact; econo 
the. local foreign exchang 
totally free the NT dollar yc. 
appreciate considerably dué to Taiwan's : 
massive trade surpluses (a US$2.6 billion 
current-account surplus in 1982). Prevent- 
ing appreciation of the currency is already’ 
a great concession to businessmen made 
by the conservative governor of the cen- 
tral bank, Yu Kuo-hwa. 

— ANDREW TANZER 






In the Economic Monitor on Indonesia (Review, June 
2), the March inflation rate should have read minus 
0.6% (not 0.6%), the 1983. 84. fiscal year ends next 
March 3} (not April d Indonesian Govern- 
ment. is now em phasising: ur intensive projects 
with low (not high) imp 

















Electronic parts in Nantes DAMMAM 
Pearls in Dammam. Two real 
trade opportunities 

And two locations served by 
the international network of 
Banque Indosuez. A network 
now covering 60 countries 

In the Middle East, Banque 
Indosuez is present in Cairo, Abu 
Dhabi, Bahrain, Dubai and the 
Yemen Arab Republic. In Leba- 
non and Saudi Arabia, Banque 
Libano-Frangaise and A] Bank 
Al Saudi Al Fransi, two members 
of the Indosuez group, are 
among the foremost institutions 
in these two countries 

In addition to its international 
network, Banque Indosuez also 
has deep roots in France: it has 
been headquartered in Paris 
since 1875 and has branches in 
all major French cities active in 
international business 

Conventional loans, export 
financing, mergers and acqui- 
sitions, project financing: Ban- $ 
que Indosuez opens up a whole 
world of opportunities 





BANQUE 
INDOSUEZ. 
A WHOLE WORLD 
CF OPPORTUNITIES. 


BANQUE INDOSUEZ 


Head office: 96 honlevard Haiissmann - 75008 Paris 


National Westminster The Action Bank. 


In the biggest international banking 
centre it towers above the rest. 


ational Westminster’s network of 

3,200 branches is larger than that 
of any other bank in Britain. 

So perhaps it’s not surprising that 
we also rank among the biggest banks 
in the world. 

There’s only one way a bank can 
grow like that. By providing customers 
with an unparalleled wealth of know-how 


and initiative.On demand.We believe 
no other bank can take wiser or more 
decisive action on your behalf. And we 
believe no other bank can make a better 
claim to be “The Action Bank” 

If you'd like to test that claim simply 
contact the manager of our nearest office. 

We’re big enough to take it and act 
on it. 
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There are a lot of electronic 
typewriters available today. So 
we were mighty pleased when 
the Los Angeles Olympic 
Committee announced our EM 
series as their official choice. 
To be a champion in the 
office-machine event requires 
easy-to-use features, great 
reliability, and outstanding 
technology. On the EM-200, 
Brother's own ultra-light- 
touch keyboard with 
contoured keys that cradle 
your fingers and the unique 


Official Typewriter of the Los 
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EM-200, an Emblem o 


Angeses 1984 Ohyrnyic Game: 
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Quality 


As for technical reliability 
the Brother EM-200 is 

the product of thorough and 
tireless 
research and 
testing, 


Sap 


Brother cassette-loaded daisy 
wheel and ribbon that slip іп ff 
and out without getting ink on 
fingers are 
such welcome 
features. 








Who makes good things. makes good friends 





Malaysia: Mahes 
OFT jalan 


Thailand: Central Trading Co. Lid 


Electronic Office Typewriters 


Brother Industries, Ltd. nagoya, Japan 


Taiwan: Toms 
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from Brother 


resulting in a unit with an 
immensely prolonged service 
life. The EM-200's technical 
wonders don't stop here. An 
easy to use 16-character 
display lets you see what you 
have typed before anything 
hits the page. With an 8K 
memory for such features as 
automatic type-out of stored 
text, phrases, etc. and а 500- 
character correction memory, 
the EM-200 electronic office 
typewriter can certainly make 
long letters short 
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Hong Kong Cheung Tai Hong Ltd. 
F. Hong Kong Tel. 5400 ‘ 
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he new Ericsson P300, 

which will be launched 
on tothe market this autumn, 
will make all other up to date 
systems incorporating hand- 
held radios seem antiquated. 

Engineers who have been in 
Sweden studying the develop- 
ment of the P300 are convinced 
that the handheld P300 is a 
whole new concept in the field of 
professional two-way radio com- 
munication. 

Apart fromits improved re- 
ception and transmission qua- 
lity within any network one of 
the many features contained in 
the compact radio station is its 
ability to connect the user direct- 
ly into the public telephone sys- 
tem. 

When not being used asa porta- © 
ble station, the P300 can be slotted | 
into a vehicle or desk mounted с 
sette which enables it to functi 
a normal mobile radio or Ба 
tion. f 

Ericsson Radio Systems have 
loped the P300 system alter 
tion with governmentandi 
ganizations. The result Бей 
preprogrammed functions ій 
computer. One of these fung 
emergency situation fune ion 
connects the user to emergencys 
at the push of a button. 

The high powered microg 
also gives the user the possibility e 
set number selection. 
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ust when the space-shuttle D 
J launching the second ship of? 


came tarnished by associatio’, Фо 
that got lost in space and, w hen, $, 7 
ted loopy orbits instead of park 4 Lc v 
dered. The disastrous loss oft 2% 
Data Relay Satelite (ТОК) S 
Challenger bore none of the 
nion. 
Deploying the TDRS was the 





ef. 











n orc ] 
this first flight of the Challenger, but дері 
other payloads-astronauts Story Musgrave, - 
Peterson, 49-for the first American spacewalk...“ 
ranked a close second. In fact the successful walk a 
roics of ground controllers trying to fix the TDRS'sc 
lipsed the shuttle's own on-the-money performance. 2% 


In short the Ericsson P300 is going to 
revolutionize the whole concept of two- 
way radio communication. 

The new Ericsson P300 has taken the best 
from the latest two-way radio systems at 
present being marketed and combined 
them with a newly developed high pow- 
ered micro-computer 

he result of this high technological 
cross breeding is a 
handheld 
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unit for two-way radio systems which 
verges on the threshold of being a porta- 
ble handheld mobile telephone. 

In addition Ericsson have developed a 
police radio system which incorporates 
the use of a digital speech cipher into the 
P300 unit. This enables the police to 
speak normally to each other while emit- 
ting only noise to any unauthorized per- 
son trying to monitor police radio mes- 
sages. 

The market reception of the P300 has 
even surpassed Ericsson Radio's expec- 
tation with advance orders in excess of 
3000 units for Police, Energy and Rail- 
way authorities. 

Delivery of the first P300 system was 

completed in spring 1983 and installed as 
the ground communications system at 
Vienna International Airport. 
Ericsson Radio Systems is a new name in 
radio communications. Butthe company 
is over 60 years old, earlier known under 
the name of SRA Communications. 

The company is a member of the 
Ericsson Group, and a world leader in 
the field of mobile communications. 
Ericsson Radio is responsible for mobile 
radio and military communication sys- 
tems. 

They are one of Scandinavia's fastest 
companies. Their turnover 
having quadrupled from 100 million - 


400 million dollars in the last three years. 


The management for Ericsson Radio 
expect to maintain a high growth rate 
and increase turnover to overone 
billion dollars within the 


‘=~ 





re Aray wll be the sign that the 
3 aw No ine only a suppor- 


^ jS 
$ Ал; ‘ce that its prede- 
Y P e ga ў tice. Delayed 10 
3 gas as smooth as 
ftoff that *every- 
The shuttle that rode the 
S4azure Florida sky was а new, im- 
“olumbia, with engines 4 
* -enlacing 































i 4 : 
RL 
h ath worlds The American Express Card. 


Don't leave home without it. 


The Avis Rent a Car & Driver Service - the American Express way. 
Now, every Avis self-drive car has an experienced local driver you can 
hire by the hour, when you need him. 

You can reach appointments relaxed and on time. Then, when business 

is over, you can take the wheel. 

This new Avis service is available in Bangkok, Hong Kong, 
Jakarta, Kuala Lumpur, Manila and Singapore. 






And of course, you can sign for all your rental charges 
quickly and conveniently with the American 
Express Card, without having 
to pay any deposit. 
Avis and American Express - 
we'll make you feel like you 
never left home. Avis features GM cars. 
























HK$7.61/63 on June 7 — and the 
; stockmarket, languishes, it is nice to be 
, able to draw attention to one market not 
afflicted by political blues. This is the 
local market in garinent and textile ex- 
port quotas, which has seen astonishing 
price increases in recent months, par- 
ticularly on categories exported to the 
+ United States. An index of market prices 
for temporary transfer quotas at the end 
of May for 12 selected US categories 
weighted towards export performance 
shows a year-on-year rise of some 350%. 

In some categories, particularly the 
previously. most bombed-out, percent- 
age increases are much more dramatic. 
The most expensive quota of those noted 
by Shroff is category 445/6 — woollen 
sweaters. The market price for this 
quota — measured in а dozen per unit — 
was HK$430 on May 27. А year earlier it 
was HK$70, representing a subsequent 
appreciation of more than 500%. 

Such increases serve as a key lead- 
indicator of what are clear portents of 
economic recovery in an industry which 
is Hongkong's main export earner. Gar- 
ments and textiles account for about a 
third of domestic exports. With industry 
sources reporting full order-books al- 
ready for the year ahead (compared with 
conditions last year when factories were 
lucky to have two months of orders at 
any one time) the upswing is now being 
confirmed by official statistics. Latest 
figures released show that domestic ex- 
ports in April were up 15% by value on 











the March figure. Total exports in April | 


were up 16% year on year. 

Sceptics may see the rapid rise in 
quota prices as fuelled by a speculative 
binge in a market which, though offi- 
cially monitored, is completely uncon- 

trolled by government — deliberately 

‚ $0. While there are no doubt people buy- 
ing quotas simply. with a view. to on- 
selling them, it is hard to believe that 
quotas would have soared in value to 
such an extent unless there was firm 
underlying demand. On the bottom line, 
after all, no exporter is going to buy 
quotas at bid-up prices unless he reckons 
‘he can.cover his costs on an order. 

The quota market, in fact, provides a 
relatively flexible instrument for an in- 
dustry compelled to deal within re- 
stricted confines, — it was aptly, des- 
cribed. by one concerned Trade Depart- 
ment official recently as seeking to pro- 
vide “complete freedom of movement 
within’ a straitjacket.” Under Hong- 
kong's Export Control System (in opera- 
tion for more than 20 years) quotas are 
allocated by government, based on com- 
panies’ past export performance. 












In efforts to make the system more 
flexible and efficient by allowing for new 


entrants into the industry, free quota | 


| 


pools were developed — they now ac- 
count for somé 30% of total quotas — as 
well as a system for transferring quotas 
out on a temporary or permanent basis. 
To prevent large quota-holders from 
funding themselves purely by selling 
quotas, the persistent-transferror rule 
has been in operation since 1977. Com- 
panies lose quotas at the next allocation 
if they are found to have transferred out 
a certain percentage of their holding. 

There are, however, loopholes. For 
example. the transfer of quotas is cur- 
rently judged on a net basis, thereby 
allowing holders of valuable quotas to 
transfer out at profit while transferring 
in worthless quotas. With no change in 
their net position, they make money 
without fear of losing quotas in the next 
allocation. This is one area likely to be 
plugged in the third review of the system 
now under way. Quotas are also used by 
holders аз security for bank loans, a use- 
ful lifeline for those who came unstuck 
dabbling in property. 

Recent activity in the quota market 
will have provided lucrative business for 
Hongkong's 500-odd quota brokers — 
the intermediary agents between fac- 
tories. Certainly the current upturn in 
their business stands in stark contrast to 
the prevailing boredom which has de- 
scended on the local investment commu- 
nity. It might be tempting for frustrated 
stockbrokers perhaps to go after a piece 


of the quota action, though they would 


probably get burned if they tried. In the 
meantime, they must be hoping that gar- 
ment exporters and others convert their 
receipts back into Hongkong dollars, 
thus injecting some life into the currency 
and into a listless stockmarket. 

That may be a little optimistic, how- 
ever. Political uncertainty aside, the 
Hongkong stockmarket has historically 
followed property cycles. If that pattern 
holds, there could well be тапу more 
lifeless months ahead, a recovery in the 
currency and économy notwithstanding. 
If so, Hongkong will be paying the pen- 
alty for property companies' dominance 
of the equity market. What investor in- 
terestthere is inthe Hongkong market at 
the moment is primarily centred on. a 
small selection of manufacturing stocks 
geared ta án upturn in the US. But even 
now brokers report that many institu- 
tions are already overweight with the 
handful óf electronics- and textile-re- 
lated stocks available. 

ө THERE continue to be strong 
rumours in the foréign-exchange market 
that the authorities are contemplating 
another whopping increase in local in- 


ously considered 
damentally a ро 
goverümefit-pro 
sumably! explained by 
seen to Bé’doi 


cessfully resisted prés: 
terest-raté tise} 
When a‘change in sentime 
currency doés come, it will bet 
of a realisation that things are n 
bad, as evidenced by rising export 
people actually making money, S 
| concrete statements on resolution 
lease issue, that will do far more to- 
store confidence than heavy handed 
terest-rate management. In the mean- 
time what is wrong in an open econom 
with taking a position on a currency, 01 
in other words ‘speculating? The best 
prescription for the authorities is simply 
to do nothing and wait for the tide t 
turn. Even the most free of falls cannot 
last for ever. 
ө IN recent months, club-bar gossips 
have had great fun dwelling on the sup- 
posed cost of two buildings now unde 
construction: that-of the Hongkong ani 
Shanghai Banking Corp.'s new head 
quarters and the new residence of i 
chairman, (incumbent Michael Sanc 
berg) in the Peak district of Hongkong 
Island. Figures ranging from more than 
HK$3 billion for the "basic" cost to way 
beyond have been bandied about for 
the headquarters building — said to b 
the world’s most expensive commérei 
| building. Shroff can now reveal an up-to- 
date estimate for the residence: HK$28 
million on land already owned by th 
bank, including landscaping and buil 
ing costs. Features of the residence, d 
to be ready in a matter of weeks, includ 
a lodge in English country-house sty 
and a turret bar with a panoramic ha 
bour view. | ' 
e IN Hongkong recently, Australian 
businessman Alan Bond paid a visit to 
the beleaguered Carrian group. His pur- 
pose: to make amoffer for Carrian's 2076. 
stake in Australian retailer Waltons 
Bond, of which Bond Corp. holds 509%: 
Carrian, which paid way over the current 
market price, turned down Bond's offer 
— not exactly the behaviour. of a di 
tressed seller. 5% 
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FINANCE 


Dee-day in Vancouver 


a "mem 


An absconding Filipino financier turns up in Canada — 
and his reappearance could cause embarrassment 


By Guy Sacerdoti 

Manila: Fugitive textile magnate Dewey 
Dee, whose disappearance on January 9, 
1981, leaving behind him debts of around 
P700 million (US$70 million) led to the 
near collapse of the Philippine financial 
system, has been located in Vancouver, 
Canada, where he is seeking refugee 
status. 

But despite pledges made two years ago 
by President Ferdinand Marcos that Dee 
would be found and brought back to Man- 
ila to face charges of fraud and a multitude 
of suits launched by his creditors and by 
the Central Bank of the Philippines, it ap- 
pears that Dee is safe for the moment, 
pending a decision by Canadian legal au- 
thorities. 

The REVIEW learned that Marcos is per- 
sonally keen on securing Dee's return and 
that contact has been made between 
senior government officials here and the 
Canadian Government. But no official re- 

uest has been made by the Philippine 

overnment for Dee's extradition and no 
negotiations are possible at this stage of 
legal proceedings in Canada. 

It is a safe assumption meanwhile that 
numerous parties in Manila would not 
welcome Dee back. There is widespread 
speculation that his return could re-open a 
very big can of financial worms which the 
monetary authorities have been trying to 
keep the lid on for the past two years. Any 
complete investigation into the Dee affair 
could dredge up murky connections with 
other well-known Filipino-Chinese en- 
trepreneurs, some with long-standing po- 
litical and government relationships. This 
would obviously be something those con- 
cerned would want to avoid if at all possi- 
ble. 

Dee's whereabouts had been a mystery 
since the Friday morning he slipped out of 
the country on a round-trip ticket to 
Hongkong (REVIEW, Jan. 30, °81). 
Rumour had it he flew from there to Van- 
couver, San Francisco, Mexico and on to 
Haiti where, with a Chinese partner, he 
was running a casino with the blessings of 
dictator Jean-Claude (Baby Doc) 
Duvalier. 

Whatever the truth or otherwise of 
these stories, what is known is that Dee 
showed up in Vancouver in December 
1982 on a flight from the Carribean bear- 
ing a Costa Rican passport and was given a 
two-month visitor's visa. The Overseas 
Chinese community on Canada's south- 
western tip is a strong one, with members 
frequently filtering back and forth across 
the United  States-Canada border. 
Canada does not have an extradition 
treaty with the Philippines, whereas the 
US does. 

In February Dee's visa expired, but he 
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managed to overstay without being de- 
tected by immigration officials until May, 
when an investigation was launched by 
Canadian authorities through the Immi- 
gration Court. The threat of deportation 
was postponed, however, during the May 
12 hearing when Dee announced that he 
was seeking status as a refugee. A quasi- 
judicial committee is currently evaluating 
Dee's claim, according to Canadian 
sources, with a decision expected shortly. 
Dee's argument will be a difficult one in 
that he will have to prove he faces political 
persecution in the Philippines rather than 
prosecution on financial charges. 


rom the known facts, however, his al- 

leged crimes were economic rather than 
political. The 42-year-old Dee had set up a 
textile -mini-empire around his flagship 
Continental Manufacturing Corp. 
(CMC), which at the time was a joint ven- 
ture between Dee's family interests and 
Japanese companies Mitsubishi Rayon 
(25%), Mitsubishi Corp. (7.5%) and 
Marubeni Corp. (7.5%). Dee was presi- 
dent of five other textile firms' sub- 
sidiaries (most with Japanese partners) 
and director of four others. 

He also ran a stockbroking firm (Prime 
Securities Corp.) and was vice-chairman 
of Union Motors Corp. and Secu- 
rity Bank and Trust Co. Always an aggres- 
sive businessman, Dee was one of the 
market's big speculators once he had his 
credit lines secure. Analysts say his gambl- 
ing, however, was not limited to the 





| stockmarket: An amendment to СМС» 


bylaws allowed Dee carte blanche powers 
to secure loans, swap arrangements and 
commercial paper on behalf of the com- 
pany, and with CMC's good credit rating, 
Dee used these powers with relish. Re- 
cords show CMC was authorised to bor- 
row a maximum P94 million, and while 
Dee managed to arrange borrowings more 
than seven times that amount, auditors 
could only find some P82 million spent for 
equipment and raw-material financing. 

Dee, numerous investment houses and 
some banks allegedly circumvented ‘a 
plethora of banking regulations to secure 
for the entrepreneur collateral-free and 
unsecured swap loans, money-market 
funds, unregistered commercial paper in- 
struments (some with identical numbers), 
time loans, mortgages, discounts and 
overdrafts — to name but a few. The 
amounts borrowed from some of the 40- 
odd banks and investment houses were so 
large compared with the institutions' 
liquidity that Dee's sudden flight pulled 
the plug on a wash of phoney paper and 
left numerous finance companies illiquid. 

Largest was the respected Bancom 
Development Corp. of Sixto Roxas' Ban- 
com group. So-called presidential crony 
Herminio Disini's Herdis empire of some 
32 companies crumbled when Dee's bor- 
rowings from Atrium Capital Corp. and 
International Corporate Bank could not 
be covered. Another presidential asso- 
ciate Ricardo Silverio of the Delta Motors 
group was also hit. His Philippine Under- 
writers Finance Corp., floundered, not due 
solely to Dee's Г aper, but also to al- 
legedly illegal manipulations. Other com- 
panies, many run by the cronies, who had 
stretched themselves too thin no longer 
had access to finance companies to borrow 
and banks involved in the Dee caper tight- 
ened up. This led to a call for government 
bailouts. 

The central bank put out emergency 
loans with tough conditionality worth P1 


е Justice Ministry: speculation over extradition plans. 
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vunon цо ine ппапсе companies and 
banks, while the government began con- 
verting official loans into equity. Rehabili- 
tation plans resulted in consolidation of 
the finance companies into banks which 
the government took over, via the Deve- 
lopment Bank of the Philippines (which it- 
self had P45.3 million in outstanding Dee 
credits) or the National Development Co. 


n emergency P5 billion was set aside 

to help liquidity-short firms such as 
the Construction and Development Corp. 
of the Philippines, Alfa Integrated Tex- 
tiles Mills and Dee's CMC, with the gov- 
ernment taking over control as well (Alfa 
has recently been sold back to the private 
sector). li j 

Within a month of Dee's flight, Marcos 
ordered Justice Minister Ricardo Puno to 
prepare a case against Dee and to coope- 
rate with international organisations and 
governments to seek his return to the 
Philippines. Puno organised a special 
team to work with the central bank's cri- 
minal investigation unit and the National 
Bureau of Investigation to amass suffi- 
cient evidence against Dee to issue an ar- 
rest warrant. The government said that if 
Dee was found in a country which had no 
extradition treaty with Manila, it would 
seek extradition anyway via diplomatic 
negotiations, particularly if the country 
was friendly to the Philippines. 

There is speculation meanwhile that 
certain finance companies may have col- 
luded with Dee since a number of the in- 
vestment house operations were found to 
have an irreverent attitude towards bank- 
ing laws and regulations. What is also un- 
known at this stage is whether Dee's asso- 
ciates in the Fifipino-Chinese community 
(with their personal government connec- 
tions) helped Dee along. If the fugitive re- 
turns to Manila to stand trial, observers 
are sure he would have a great deal to say 
about project and corporate finance dur- 
ing the late martial-law years. 

Considering the financial and political 
problems Dee's disappearance caused, 
the government-influenced press here has 
handled recent events strangely. The 
Evening Post, controlled by presidential 
executive assistant Juan Tuvera, has been 
the only major daily publication to report 
Dee's immigration problems. It em- 
phasised that a group of Filipino-Chinese 
was interceding on Dee's behalf so the 
fugitive would not be returned to Manila. 
Later, the paper said the government was 
considering charges of economic sabot- 
age, an offence introduced under martial 
law, against Dee, which would lay him 
open to severe penalties. 

But so far as is known, no political 
charges have been filed to date against 
Dee, though the central bank has 176 cri- 
minal counts against him. The only other 
paper mentioning Dee was the pro-Mar- 
cos Daily Express, which placed a small 
story in its "People" column. 

Now itis up to the Canadians. It is likely 
they will come under increasing pressure 
not to grant refugee status to Dee. How- 
ever the decision is à legal and not a politi- 
cal one. 
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By Salamat Ali 2. м 

New Delhi: A conference:of government 
officials and top.businessmen from seven 
South Asian non-aligned countries gets 
under way shortly.to seek;ways of forging 
closer trade links under. the concept of 
South-South. cooperation emphasised in 
the economic. declaration. оѓ {ће confer- 
ence of non-aligned movement officials in 
New Delhi in March. The seven — India, 
Pakistan, Bangladesh, Sri Lanka, Nepal, 
Bhutan and Maldives — hope eyentually 
to pave the way fora common market pat- 
terned after the European Economic 
Community: 

India, whose officially sponsored Fed- 
eration of Indian Expart Organisations 
(FIEO) is holding the mid-June confer- 
ence, argued at the non-aligned summit 
for financial institutions that would pro- 
mote South-South economic cooperation. 
But other than citing. the need for 
maximising trade- еп. developing 
countries, the sum ailed to secure 





commitments from member countries to 


underwrite. th roposed | financial institu- 





Just before. the  non-align: d. summit 
opened on March 7, India identified three 
main groups which it said. comprised the 
Third- World: those whieh | had neither 





COMMODITIES | 


ers E 
bangles. 


Indians are cashing in 
on a silver shortage 
by smuggling it out 


New Delhi: An international silver- -supply 
gap, estimated at 3,000 tonnes a year, has 
made. smuggling the metal out of India 
highly lucrative. There has been a sus- 
tained rise in the domestic price, from Rs 
2,900 (US$291.5) a kg. five.months ago to 
Rs 3,600 now. Export of silver is banned 
and there is no new.competing demand 
factor at home, so contraband export ac- 
tivity is the only explanation for the spurt 
in prices. 

The trade says this і is only, a mini-boom 
compared.to the runaway rise between 
1979 and 1981 when the price of silver in 
India touched a dizzy Rs 6,500 a kg., the 


-world price having peaked at US$50 an oz 
largely due to the speculative activity of. 


the-American Hunt brothers. The interna- 





tional price of prevailing exchange rates 


| Despite political differences, s seven South Asian states 
hope to move towards. some form of common market 








money nor indigenous industry (some Af- 
rican countries were mentioned); those 
that had significant fiscal resources but did 
not have technology and knowhow of 
their own (such as the Gulf countries); and 
those that had technology ahd knowhow 
to offer but lacked sufficient capital to 
promote them (such as India and Pakis- 
tan). 

The proposed concept of South-South 
economic cooperation thus seems to be 
premised on the support of Arab money to 
expand the exchange of goods and 
technology among Third World countries 
and thereby reverse the developing coun- 
tries’ increasing dependence on. indus- 
trialised countries. Undeterred by. the 
non-aligned summit's inability to reach 
concrete agreement on the proposed 
strategies, India decided to make a start 
nearer home. A seminar to discuss South 
Asian trade ties was organised by the 
FIEO in April. Businessmen. who at- 
tended agreed there was great scope for 
not only boosting intra-regional trade but 
also starting cooperative economic deve- 
lopment. 

The. delegates held. follow-up discus- 
sions on the issues raised at the non- 
aligned summit. and reached agreement 


was equal to some- Rs 14,500 a kg. Al- 
though a ban on exports kept the Indian 
domestic price well below levels overseas, 
its rise was still steep owing to smuggling. 
When the bubble burst.the price crashed 
to US$5 an oz in mid-1982;:. ~ 

: But world prices have since been look- 
ing up. Silver was quoted at US$8.4 an oz 
in October 1982. and. now. at around 
US$11. Industrial demand for silver has 
been rising, with the United States and the 
Soviet Union emerging as major buyers. 
Demand for silver has been picking up in 
anticipation of an industrial recovery in 
the West and because of its relatively de- 
pressed price, and the gap between supply 
and demand is expected to widen. + 

Although India does not produce silver, 
it has about 70,000 tonnes of the metal ac- 
cumulated over centuries and held mostly 
in the form of jewellery and utensils. The 
smugglers have no problem on the supply 
side.£The total annual arrivals in India's 
major bullion centres is about 1,500 ton- 
nes, of which 5-600 tonnes is bought for 
local consumption, the rest being smug- 
gled out. 

Much of the contraband reaches Dubai 
in-the Gulf, from where it is channelled to 
New York, London and other Western 
markets. Since the government has been 
unable to check the contraband traffic, it 


needed immediate attention: 

» There were insufficient communica- 
tions owing to extremely limited exchange 
of business delegations. 
» Current visa regulations did not permit 
frequent travel and no businessman could 
get a multi-journey visa even if sponsored 
by his country's chamber of commerce. 

» There was an imbalance in trade, 
exacerbated by insufficient identification 
of exchangeable goods, commodities and 
services, 

The seminar also identified five long- 
term goals for regional cooperation: 
building public opinion for promoting 
complementary development ргоргат- 
mes under a common umbrella; preparing 
a common sales strategy to ensure better 
export prices of specific commodities cur- 
rently subject to intra-regional competi- 
tion; creating joint ventures for exporting 
to other regions; removing tariff and non- 
tariff barriers currently obstructing expan- 
sion of intra-regional trade, and setting up 
joint ventures to share technology and 
knowhow. 

The FIEO reported “positive and 
favourable” response after the seminar. 
But this optimism does not seem rooted in 
reality, however, given the continuing at- 
mosphere of mutual political suspicion 
among the seven. Still, FIEO west re- 
gional chairman Madhu Kotak stressed 
that the mid-June meeting had the support 
of all seven governments. His organisa- 
tion is proposing an administrative office 
that will pull together all the seven coun- 
tries for common economic benefits. That 
office could be set up in New Delhi after 
the meeting. 


Silver jewellery: amassed over centuries. 


is suggested that export of silver should be 
officially permitted so that India could 
earn much-needed foreign exchange by 
taking advantage of the high international 
price. 

It is being “exported” in any case, with- 
out any benefit to the exchequer, it is ar- 
gued. India permitted such exports 
through the government-owned trading 
agency, the State Trading Corp., in the 
early 1970s but then stopped them. About 
1,000 tonnes of legal exports a year would 
do India much economic good, many feel. 

— MOHAN RAM 
WAT OE EE SE САСАН 
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Stubbing out a problem ; 





Indian cigarette firms which shifted to Sikkim 
to escape excise laws now face stiff duties 








By Mohan Ram 


New Delhi: Sikkim has turned out to be a 
short-lived Shangri-la for India's cigarette 
manufacturers. The former Himalayan 
kingdom, which merged with India in 
1975, is no longer a tax-haven for them. 
The Indian Government discovered ear- 
lier this year that it had lost some Rs 3 bil- 
lion (US$301.5 million) since 1981 by 
way of excise duties, mainly on cigarettes. 
Under the agreement governing the king- 
dom's merger, Indian laws and customs 
regulations were to be extended to Sikkim 
in a phased manner. The central excise 
law was clamped on Sikkim only after the 
huge tax loss became apparent. Personal 
and corporate income-tax laws still do not 
apply to the former kingdom. 

In 1981, the Sikkim Tobacco Co. en- 
tered a collaboration agreement with the 
Bombay-based Golden Tobacco Co. The 
following year, the Sikkim company 
began producing Golden Tobacco's popu- 
lar Panama brand cigarettes. The cost 
structure shows how profitable shifting 
cigarette manufacturing to Sikkim was. 
One cigarette which cost the consumer 10 
paise (there are 100 paise in the Indian 
rupee) brought the government 6.5 paise 
by way of excise duty. The manufacturer's 
profit and distributor's margin together 
accounted for 2 paise. The cost of produc- 
tion was only 1.5 paise. 

Other manufacturers followed Golden 
Tobacco, including Indian Tobacco Co., 
which is the Indian subsidiary of British 
American Tobacco. Again, there was col- 
laboration between a Sikkim-based com- 
pany and the Indian manufacturer. Often, 
the effective management of the Sikkim- 
based company was with the parent man- 
ufacturer of the popular Indian brands. By 
February 1983, five major Indian man- 
ufacturers had production units in Sikkim 
and the authorities in Sikkim had issued 22 
letters of intent for cigarette manufacture. 

At this point, the Indian Government 
extended its excise laws to Sikkim. All the 
existing cigarette manufacturers there 
shut up shop. Sikkim is accessible only by 
hilly road; tobacco has to be moved up 
from the plains and cigarettes brought 
down from the mountains. Transport 
costs make cigarette manufacture in Sik- 
kim, if excise duties have to be paid, an 
unattractive proposition. 

In addition to saving on excise duties, 
some of the Indian cigarette manufac- 
turers had been circumventing regula- 
tions regarding expansion of their capa- 
city. The Industrial Development and Re- 
gulation Act has only just been extended 
to Sikkim. Sikkim has been trying to at- 
tract investment and predictably has pro- 
tested against the extension of Indian laws 
and levies, pleading that they make indus- 





trial development in the state difficult. 
It is true that the new employment op- 
portunities resulting from re-location of 
manufacturing units in Sikkim to avoid | 
duties will vanish. Besides cigarettes, — | 
cosmetics were also made there. A well- — 
known Indian company has been saving | 
Rs 10,000 per tonne of cinthol (a sub- — . 
stance used to perfume talcum powder) 
from its Sikkim plant by way of excise _ 
duty. Earlier this company had moved — - 
across the border into Bhutan, but Bhutan 
did not want Indian entrepreneurs using - 
the open border to take advantage of the 4 
tax laws there. 1 
There are still advantages in registering — 
companies in Sikkim because they can — - 
avoid paying corporate taxes even if the | 
profits are earned outside the state. But it 
is only a matter of time before Sikkim's re- 
maining privileges disappear. Indian _ 
cigarette manufacturers did not get  — 
around to the “Sikkim solution" until 1980 — 
and they must have known that this 
anomalous situation would not last long. 
But the end seems to have come sooner 
than expected. r] 
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By Leo Gonzaga 

а: Pepsi-Cola Bottling Co. of the 
ilippines announced in late May the ap- 
tment of Frederick Meils, an Ameri- 
n, as its new president and chief execu- 
€ officer in place of Cosme Aboitiz, а 
lipino of Spanish descent. Thé local sub- 
diary of the soft-drinks: multinational 
ledged that the twin positions would 
eventually be Filipinised again” 

What Pepsi-Cola has.done goes against 
the trend among foreign companies here: 
‘eplacing expatriate executives with local 
ones. The main objective is not only to 
ave on payroll costs, but also to follow the 
hiring-policy line ‘laid down by the host 
overnment, While that policy is being 
opted, albeit slowly, by American mul- 
inationals here, it appears to be posing 
ifficulties for Japanese trading com- 
'anies operating in Manila. 

In line with the poli 
luendventura was ге 
ibank N. A. as its ni 
ng officer in the Philippine 
her Filipino, Amaury 
ame president of Caltex (Philippines) 
nc. and, three years previously, Cesar 
Buenaventura, a brother of Rafael, was 
ppointed president. of Pilipinas Shell 
troleum Corp. 

_ The policy preferences written down in 
he Philippine Labour Code which im- 
poses a licensing requirement on the hir- 
ng of foreigners. It also stipulates that 
Oreigners occupying certain executive 
ositions here must train two Filipino 
nderstudies who will later on take over 
he foreigners’ jobs. Of late, government 
gencies have beensstrict in implementing 
he law. In one case, Mary-Ann Fernan- 
ez, director of the Bureau of Local Em- 
loyment, rejected an application by 
rsman and Co. for authority to hire 
Americans Leroy Baldwin and Victor 
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As Manila presses local units of totelgn companies ta 
ut Filipinos in top positions, tħe Japanese protest 








Mamey as consultant and'vice-president, 
respectively. She said: There are many 
qualified Filipinos available for the jobs." 
She even offered to help the American 
trading company recruit local executives. 
In another case, Fernandez turned 
down a petition by Ford Philippines Inc. 
for a permit to extend the appointment of 


| Australian Malcolm Johnson as director 


for sales and marketing. Again, local 
availability was cited as the reason. Her 
action was sustained by Labour and Em- 
ployment Minister Blas Ople, who said 
that the same position could be “compe- 
tently filled" by one of the car assembler's 
local executives. 

The trend extends to other professions, 
too. In late April, the Ministry of Educa- 


tiom and Culture prohibited certain for- 


eigners from teaching in any public or pri- 
vate schools here. The ban covers inves- 


tors, traders, missionaries, refugees and - 


others who have been: allowed entry as 
temporary visitors. There are exceptions. 
And in early May, the Board of Invest- 
ments joined the act. Tt tightened the rules 
on the hiring of foreigners by companies 


| taking part in the government-sponsored 


progressive manufacturing programmes 
for cars, light motor vehicles, trucks, elec- 
tronics equipment and parts. Henceforth, 


. the board announced; its prior approval is 


needed for any such employment. 

: While hiring an expatriate is heavier on 
the corporate purse and does not contri- 
bute to public relations, it still makes good 
business sense tó certain companies in cer- 
tain cases. For example, Pepsi-Cola chose 
an American president-chief executive 
officer because of the "financial mess" 
under his Filipino predecessor. This is still 
being investigated by the corporate parent 
as well as by. securities regulators both 
hege and in the United States. And in 












gue cm om шен юн киш теш 











‚рам Novinform Ltd. 


Far East Liaison Office: 


Room 4002, Park Tower, 15 Austin Road, Tsimshotsui, Kowloon, ong og: 


Advertisement 
тиш ш NEM 


Now Overdue Accounts In Europe 
Can Become Retrievable Receivables, With 


NOVINFORM. 


First, you. will want to know how much it wil Cost. 
Novinform invites your enquiries. ::. 
Novinform can work for you — effectively and ‘efficiently. 


ECA Novinfotm — Member, European Collectors Association 


‘Intemational Debt Collection And Credit Reporting Agency 
Head Office: Rautistrasse 12, 8047 Zurich, Switzertand. 


=m um юын кыш шын i 


` about company. operations; р 















regarding sales and marketing. 

This more or less is the argument being 
pursued by 10 Japanese trading com- 
panies with branch officesin Manila. They 
have just filed a petition with the Bureau 
of Local Employment secking.relaxation 
of the rules on the employment. of expat- 
riate managers in their branch. offices. 
Specifically, they are asking the bureau to 
issue alien employment permits to their 
expatriate managers valid for at least two 
years in lieu of the present visas.good only 
for three months. They have also sought 
exemption from the Labour.Code require- 
ment for the expatriates to train Filipino 
understudies who will eventually. assume 
the managerial positions. 


he 10 petitioners are С, Itoh and Co., 

Kanematsu Gosho, Kawatetsu Bussan 
Co., Marubeni Corp., Mitsubishi Corp., 
Mitsui and Co., Nichimen Co., Nissho- 
Iwai Co., Sumitomo «Corp. and. Toyo 
Menka Kaisha. As of the end of 1982, Ja- 
panese branch-office managers . totalled 
140.. Marubeni alone had 30. In seeking 
more liberal employment rules, the. 10 
firms claimed that their Manila branches 
are wholly owned extensions of their par- 
ent companies in Japan; each branch-of- 
fice manager is an "investment officer" in 
the sense that he actually scouts and 
studies possible investments in the Philip- 
pines. In this light, the. petitioners 
claimed, current regulations serve as a 
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TEXTILES 


Chinese 
chequers - 


A Peking team is set. 
to talk again with © 
the EEC on exports 


By Malcolm Subhan 

Brussels: Exploratory talks between the 
European Economic Community and 
China over a new textiles agreement are 
expected to resume here this month with a 
delegation from Peking.. The present 
agreement expires in December and: the 
European Commission, representing the 
10 member states, hopes formal negotia- 
tions can begin this September. : 

A team from the commission visited Pe- 
king in May to explain the community's 


approach to the new agreement and: to 


| 


sound out the Chinese. The latter. were 
more interested, however, in finding out 
the terms they are likely to be offered than 
in setting out their own demands, much 
lessin rcs ipd them. 

hinese indicated the textile and 








trying to attract foreign investment. 

On the required training of Filipino 
understudies, the 10 firms conceded that 
there are Filipinos who are adequately 
qualified, but that the adequacy is in the 
fields of financing and technology. They 
also said that “only Japanese managers” 
have the sufficient in-depth knowledge of 
the Japanese market, plus the language 
skills essential to communicate with their 
parent companies and the absolute trust 
and confidence of their home offices in 
Japan. 

The trading companies timed the filing 
of their joint petition with the recent visit 
here of Japanese Prime Minister Yasuhiro 
Nakasone. The’ timing, however, also 
coincided with moves in some Asian coun- 
tries, including Singapore, towards pro- 
viding protection to domestic labour. In 
the case of Singapore new regulations are 
expected to result in scores of foreign em- 
ployment terminations or non-approval of 
employment permit applications. 

As best as can be ascertained, the issue 
of easier employment rules for expatriate 
branch-office managers was not raised 
during the talks between Nakasone and 
Philippine President Ferdinand Marcos. 

If it ever becomes a subject of negotia- 
tions, the government here will have to 
take into account the position of the Fed- 
eration of Filipino Employees’ Unions in 
Japanese Companies in the Philippines. 
According to the federation, Japanese 
managers are occupying positions which 
Filipino subordinates can fill adequately. 
These expatriates are getting 10 times 
more pay than locals, on top of generous 
allowances and other benefits, the federa- 
tion added. 
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clothing items to which they want to give 
priority in their exports but without giving 
any figures. While they clearly want to de- 
velop further their exports of cotton fab- 
rics, the Chinese are also looking for a 
considerable increase in clothing exports. 

But one of the tasks the commission 
team had set itself was to discourage 
Chinese expectations of further large- 
scale increases in exports to the EEC. The 
fact is that between 1978 and 1982 these 
exports rose from some 30,000 tonnes to 
78,000 tonnes. While fabrics still account 
for some 40% of the total, the Chinese 
now export a very wide range of textile 
and clothing items. Quality also has im- 
proved. 

Not surprisingly, European manufac- 
turers want China classified as a dominant 
supplier, along with Hongkong and South 
Korea. They argue that as Peking is nota 
signatory to the Multi-Fibres Arrange- 
ment, its exports should be restricted even 
more than those of the MFA countries. 

The Chinese have already protested, 
however, at the operation of the “basket 
extractor" mechanism, a device which al- 
lows the EEC to impose quotas once im- 
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believes — / 
in custom-made 
for special cargo 

Jd] 











NYK does a pretty brisk 
business in containers. In fact we cur- 
rently run 18 container lines all over the world. The usual 
traffic: TEU's and reefers. We also carry some unusual con- 
tainers too. Special containers that accommodate such diverse 
cargos as livestock, bulldozers and soy sauce. So if you have 
a special cargo that is a bit out of the ordinary. Something 
that needs extra special care, give us a call, we're sure we can 
help you. Because we've been pleasing customers like yourself 
for the past 97 years. 





Charting a course for tomorrow as well as today.‏ ممه 





———— NIPPON YUSEN KAISHA 


lll Head Office: Tokyo, Japan W Hong Kong: N.Y.K. Line (Hong Kong) Ltd., Admiralty Centre Tower One, А 
31st Floor, 18 Harcourt Road, Hong Kong Tel: 5-295541 Ш Singapore: Agent: Borneo Shipping Pte. Ltd i 
Crosby House, 71 Robinson Road, Singapore 0108 Tel: 2224411 Ш Port Kelang: Agent: Borneo Co., (1975) 
Sdn. Bhd., 2nd Floor UMBC Bidg., Persiaran Raja Muda Musa Port Kelang, Malaysia Tel: 386432 | 
И Jakarta: Agent: Р.Т. Djakarta Lloyd, Sarinah Bldg., 11th Floor, Jalan М.Н. Thamrin No. 11, Jakarta Pusat, 4 
Indonesia Tel*'823008 Ш Bangkok: N.Y.K. (Thailand) Co., Ltd., 1041 Silom Road, Bangkok, Thailand Tel: 
233-4377. Agent: Borneo Services Ltd., 1041 Silom Road, Bangkok, Thailand Tel: 234-2080 3 
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HKS$ 752.685 605 


RIGHTS ISSUE of — 
43.684.837 Ordinary Shares 
106, 852, 284 Deferred Ordinary Shares 
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| Underwritten by 


FIRST PACIFIC FINANCE LIMITED 


JARDINE FLEMING (SECURITI LIMITED HONG LEONG SECURIT IES LTD 
CHINTUNG SECURITIES LIMI 2 HOARE GOVETT (FAR EAST) LIM TED 


Amro еб secie. Limited First Pacific U. S. Securities Limited 

First d H. K. Securities Limited Manufacturers Hanover Asia Limited 
Indosuez Asia Limited Wocom Securities Limited. — . » 
Watson 6 Company Express Finance and. Investments Limited 


(Merchant. Banking Arm of the OTB Group} 


Financial Advisers to Financial Advisers to the. Minority ^ 
First Pacific Holdings Limited Shareholders Regarding. the Acquisition. 
FIRST PACIFIC FINANCE LIMITED оо. 
FIRST PACIFIC U.S. SECURITIES LIMITED WARDLEY LIMITED 





Japan's big 
two ahead 


Mitsubishi Corp. and Mitsui and Co., 
Japan's top two trading companies, re- 
ported net profits of *18.2 billion 
(US$77 million) and ¥10.3 billion, re- 
spectively, for the year to March 31. Mit- 
subishi's income was down by 13.7% 
from the level the year before while that 
of Mitsui was a reversal of the previous 
period's Y 15.1 billion loss. 

Mitsubishi recorded sales of * 14.89 
trillion, up 1.4% from the previous total. 
The company said the depreciated yen 
rate helped avert a decline in sales value. 
It predicts sales of ¥15 trillion and a 
levelling off of net profit in the current 
period. Mitsubishi has declared an un- 
changed dividend of ¥7. 

At Mitsui, sales amounted to € 14.15 
trillion, up 7% from the year before. The 
company said sales of raw materials in 
the domestic market were unfavourable 
but this was compensated for by over- 
seas trade and offshore business. The 
company made a provision of ¥15.8 bil- 
lion for possible losses from its invest- 
ment in the Iran-Japan petrochemical 
project; in the previous period it ear- 
marked ¥39.5 billion for the same pur- 
pose. The company declared an un- 
changed dividend of #5. For the current 
period, Mitsui forecasts that recession 
will continue domestically and overseas, 
which will pare sales to ¥13.8 trillion 
and net profit by a small amount. 

— KAZUMI MIYAZAWA 


Arabian Oil shrinks 


Arabian Oil Co., à top energy company 
in Japan which owns oil concessions in 
Saudi Arabia and Kuwait, saw its net 
profit drop by 36% to ¥1.73 billion 
(US$7.2 million) in the year ended Dec. 
31, 1982 as a result of an unusually high 
tax charge coupled with the weaker de- 
mand for oil. Its sales dropped by 3.8% 
to ¥525.28 billion while its recurring 
profit dropped by 20.2% to ¥185.78 bil- 
lion. Dividend remained unchanged at 
¥30. — A CORRESPONDENT 


Hong Leong Finance up 
Hong Leong Finance of Singapore has 
reported a 53% surge in its net profit to 
$$32.8 million (US$15.6 million) in the 
year ended Dec. 31, 1982. Its 75% 
owned subsidiary, Singapore Finance, 
registered a 21% profit expansion to 
$$8.2 million. The higher earnings were 
due to the group’s property subsidiaries, 
particularly Oriental Credit and Realty. 

Hong Leong Finance turned in a 
57.5% rise in consolidated pre-tax pro- 
fits of S$62.2 million, with the bulk of it 
generated in the year's last quarter. The 
company had a tax bill of S$27.7 million 
and a small extraordinary item. Earnings 
per share shot up to 21.9 S cents from 
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14.5 cents. At Singapore Finance, earn- 
ings per share rose to 14.8 cents from 
12.2 cents in 1981. The two companies, 
both listed on the Singapore stock ex- 
change, deblaréd a dividend of 12% 
gross (or inclusive of dividend tax). 

— V. G. KULKARNI 


. 

Hong Fok іп а slump 
The downturn in the Hongkong prop- 
erty market took a heavy toll on Singa- 
pore property firm Hong Fok Corp. in 
the year ended Dec. 31, 1982. The 
group’s pre-tax earnings were down by 
80% to S$2.2 million (US$1.05 million) 
from S$11.2 million in 1981, according to 
preliminary results. Turnover was cut by 
nearly half to $$32.3 million, while trad- 
ing profit plummeted from $$15.65 mil- 
lion to S$7.4 million. Losses of S$5.2 
million due to exchange-rate fluctua- 
tions and a tax charge of S$2.8 million 
brought the bottom line to a net loss of 
$$549,000. 

However, after revaluing some of its 
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Hongkong: property market dips. 





properties (mainly in Singapore) and 
certain unquoted investments upwards 
by S$65.2 million and writing down some 
Hongkong properties, the company still 
came up with a surplus of $$38.8 million 
to be added to shareholders' funds. The 
directors declared a dividend of 4%, as 
against 8% in 1981. For 1983, directors 
expect improved earnings from newly 
completed properties, though the in- 
creases were not quantified. 

— V. б. KULKARNI 


Nissan accelerates 


Net income at Nissan Motor, Japan's 
second-largest car-maker, advanced by 
10.9% to ¥95.5 billion (US$406 million) 
despite a 0.3% retreat in unconsolidated 
sales to ¥3.19 trillion in the year to 
March 31. The higher net profit was 
realised from a 24% thinner operating 
income thanks to a reduced corporate 
tax payment and a change of accounting 
system in accordance with the newly 
amended Commercial Code. Sales in 






Japan of models. 1,500c.c. and under 
fared well but those of larger models de- 
clined, which led to a 5.2% drop in total 
domestic sales, Exports accelerated by 
2.2%. Dividend was unchanged at Y 14. 
For the current term, Nissan predicts 
sales of ¥3.35 trillion, with stress on 
1,500-2,000c.c. cars and the introduc- 
tion of new models including the San- 
tana, a Volkswagen model which Nissan 
will begin producing this year. 
— KAZUMI MIYAZAWA 
Herald marks time 
Large Australian media group The 
Herald and Weekly Times earned a net 
profit of A$12.1 million (US$10.5 mil- 
lion) in the six months to Mar. 31, down 
2.196 from A$12.4 million earned in the 
previous corresponding’ period. Group 
revenue rose 6.3% to A$13.8 million 


during the half The prime reason for thè 
profit fall was a higher interest bill, - 


which rose to /A$3.7 million from A$2.6 
million previously. 


Minority interests rose to A$528,000. : 
(previously A$475,000) and the tax bill |^ 
fell to A$7.3 million (A$7.8 million), ` 


which partly reflected an increase in 
non-trading income to A$3.9 million 
(A$3.5 million). The depreciation provi- 


sion was raised to A$2 million (A$1:8 - 
million). A steady interim dividend of _ 


7.5 A cents a share was declared earlier 
this year. — BRIAN ROBINS 


Tokyo Electric shines 


Tokyo Electric Power Co. saw its net 
profit in the year ended’ Mar. 31 climb by 
85.8% to ¥107.78 billion (US$451 mil- 
lion) largely as a result of cost-saving 
measures, the operation of new nuclear 
plants and a strengthening yen towards 


the end of the term. Its sales rose only ` 


4.3% to ¥3.48 trillion while i ts recurring 
profit rose by 107% to ¥195 .44 billion. 
Dividend remained at ¥50. 














— ACORRESPONDENT | 


Small mines improve 


Two small Philippine gold mine s, Itogon- 


Suyoc Mines Inc. and Surigao Consoli- | 
dated Mining Co., which lately have | 
been receiving more than usual buying - 
attention at the stockmarket pe rformed _ 
well in 1982. Net income at Itogon- | 


Suyoc rose tò 1.6 million 
(US$162,000) from P 1.1 million in 1981 
while Surigao turnéd a prev ious riet loss 
of P6.3 million intoa net income o f P4.4 
million. In both cases, cost-c utting mea- 
sures supplemented a slight imp»rove- 
ment in the price of gold whic h led vo the 
favourable results. On the o ther Мапа, 
another small producer, Apex Mi ning 
Co., experienced а net-incorne rexduc- 
tion from P11.7 million in 198.1 to P111.4 
million in 1982. Despite this, Apex re- 
cently satisfied the criteria of thie Manila 
and Makati stock exchanges for listing as 
a blue chip. — LEO GONZACGIA 




















i AAR ауф" і Е 


* After a slight correction in the pre- 
s the market resumed its upward trend on. 
raser's Industrial Index closed at 5,625.23 
une б, up 158.4 points òr 2:0% from ће previous 
od. Most major finance and plantation stocks 
few speculative counters did well. However, 
brokers warned of another likely minor correc- 
in the first half of June. Total turnover was up at 
million shares, with.the daily average amounting 
million units as against 15.7 million during the 
vious period. pr 


AL LUMPUR: The fact ‘that the cabinet re- 
Ше did not signal any shift in the. political climate 
the country's economic policies seemed to please 
market, The market was also bolstered by Trade 
ndustry Minister Tunku Ahmad Rithauddeen's 
































omic recovery. On June 6 Fraser's Industrial 
X shot up 222 points or 6:595 over May 30, to 
se at 3,629.37. The daily average turnover was 
6 million, up from the previous period's 8.96 mii- 
The market was closed on June 1. 










"UL. Bears dominated the market throughout 
period with the composite index falling 1.31 
nts.to close at 124.48, or almost 10 points down 
m the year’s highest level on May 9. As demand 
liquidity rose because i 








The kerb money market interest rate also shot 
rawing a lot of idle cash to the street-banking 
Daily tradirig volume dropped to an average 
ilion shares, less than half of the 11.7 million 
с so far this year. Blue chips such as vehicles 
lectronics alil lost ground, by 8.8 and 4.5 points 
Jectively. On'iy footwear shares gained a meagre 









ted to sl owirig the rate of monetary growth, 
bearish tone is expected to continue for some 
nalysts siaid. 






Ни Prices traded within a thin band to 
the Austr абат All Ordinaries Index to its clos- 

4:9 point;s, ju st.0. | of a point up from the previ- 
mark. There has been strong overseas interest in 
ed, blue, -chip’ stocks; with evidence. of strong 
om looth Hongkong and Japan at different 
over the post week. However, local markets 
rgely f ollowing overseas leads, especially the 
Jones I ndex and the world gold price. Most ex- 














‘Robert Muldoon de- 


interest rate for a week: |: 





ment that market  bullishness indicated | 


‘of the government's tight- . 
y policy, institutional investors withheld buy- | 


у points. With the Ministry of Finance strongly | 








H nothing to excite investors and traders, stockmarket tradihg in the period to June 6 
mainly dull, with prices marked down in the process. Lack of inspiration from Wall Street 

ain a factor. In most exchanges, the bears ruled as prices took a correction from recent 
abs. Kuala Lumpur and Singapore, however; continued to climb, while Hongkong man- 
hold its ground despite the weakness of the local currency: 


long way to meet the internal deficit, the size of which 
will be known in the budget due within the next 
couple of months. The tjarket thus seems likely to 
encounter little competition for funds once Kiss is out 
of the way and should be able to meet demand from 
rights issues satisfactorily. 


BANGKOK: In dull trading the market marked 


time, though the absence.of buying support failed to 
dampen sentiment because of the prevailing underly- 
ing market strength. Buyers, for the most part, were 
taking a wait-and-see, attitude while the bears were 
unwilling to offload since the market has shown more 
maturity this year and prices mostly tended to move 


| within narrow ranges. Average daily turnover was re- 


corded at Baht 23.7 million (US$1.03 million). The 
Book Club Index posted a loss of 0.8 of a point to 
close at 122.27 points. i 


HONGKONG: Despite a continued free fall in the 


value of the Hongkong dollar the market managed to 
hold its present levels. Volume, however, continued 


: to slide, averaging daily just HK$76 million (0589.9 


million). The Hang Seng Index closed the period at 
902.89, down 0.29 of a point. Property stocks, in par- 
ticular, remained weak under continued speculation 
that the authorities might resort to yet another rise in 
interest rates in an attempt to stem the currency 
haemorrhage. > | х ЫС 


TAIPEI: The market slipped but then recovered at 
the end of the period in what analysts. said was a 
necessary correction after-the buoyant trading that 
peaked six weeks ago. The troubles of one of 
Taiwan's largest credit cooperatives also continued 
to gnaw away at investor confidence for the second 


straight period. The weighted price index closed at ` 


682.61 points, up 4.5% from the previous close. 
Average daily volume declined to NT$1.1 billion 
(US$27.6 million). 


TOKYO: As prices. retreated in response to a 
weakening of the yen and lack of firmness on Wail 


Street the market was subdued. Some small issues, . 


especially computer-related ones, were bright spots. 
There was some speculation in TDK. Sentiment 
began to turn to large capital issues at the end of the 
period. Toshiba and Mitsubishi Electric were volume 
leaders. There were also some encouraging news re- 
ports of signs of a recovery in textiles. The Nikkei- 
Dow Jones Average closed at 8,505.92 on thin vol- 
ume, down 116.43 points from the previous period. 


MANILA: Marinduque Mining yielded 30 centavos 
(less than 3 US:cents) in the wake of persistent re- 
ports, denied by management only on June 5, that it 
might suspend nickel refining and copper milling and 


concentrate on.cement manufacturing in-order to. | 
minimise losses'which, on trend, could exceed the re-: 


cord loss of P 1.96 billion in 1982. Declines in other 
mine blue .chips ranged from 0.5 of a centavo for 


-Philex to a full centavo-for.Lepanto and Pt for | 


higher-priced Atlas. The somewhat bearish mood 
ors dise: be 


те upbeat tone: 
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Aust. All-Ordinaries Index 
May 31 А 618.6 
June 1 a 614.3 
June 2 610.2 
June 3 613.9 
dune 6 ; 6149 
Change on week . +0.02% 

Junes. "change % 
as on week уюш 
Amati 2.70 +19 74 
Ampol Expioraton |. 224 +04 45 
Ampol Petroleum ^ 3456 06 48 
ANZ Bank 445 “18 63 
Austrahan Cons Ind. 142 BF 106 
Australian Guarantee 247 — 51 
АРМ 198 ~~ 83 
Borat 2.91 -07 52 
Bouganvitie 2.69 -18 24 
Brambles tnd 269 “3.2 56 
BHP 834 +08 ав 
Broken Hitt South ~~ = aa 
Burns Phip 2.32 +1.8 85 
сб 251 -08 56 
Carlton United Brewery 243 -24 58 
Coles GJ А 279 -21 $1 
Сотасо А 293: 73 007 
CSA ^5 {diagr — 0443! 46 
Dunlop Australia. Фо. ов 89 
EZ industries 6.10. +43 09 
Elder Smith GM ` 338 -03 50 
Hardie J. $54.^ Aa 62 
Herald & Weekly Times 237 Uo 4d 79 
ICI Australia => 1.93. = 78 
LendLease Сор — AM o> 48. 41 
MIM Holdings -22 14 
Myer Emporium RB 77 
e Nabonal Bank ~ - 
North Broken Hitt +49 20 
Реко Walisend. *15 09 
Pioneer Concrete. 1.56 “$9 &4 
Santos ` 8.79 +40 12 
Smith H 3.68 Er 53 
Thomas Nationwide Trans 178 „1л 67 
Western Mining ~ — = 
Woodside 143 +0.8 
Woolworths 2.04 ~29 69 
Hang Seng Index 
May 31 918.59 
June 1 923.15 
June 2 e 919.34 
June 3 915.60 
June 6 902.89. 
Change on week ~0.03% 
Junes %change % 
HKS on week — yield 
Associated Hotels 235 к 115' 
Atlas ind 5.70 +65 08 
Валко!Е А 27.00 +3B 722 
Carian Suspended ее at 
Cheung Kong 730 -@7 96 
China Light 13.90 +15 47 
Conic 191 +32 "4v 
Е. Е Consortium 0.65 215 — 85 
Ғ Е Hotels 0.93 — 7,97 
First Рас. Holds. i 4.80 2143 48 
Grand Marina Suspended 

































































Great Eagle’ 
Hang Lung Development 248 
Hang Seng Bank +. . 40.50 
HAECO Жз à 
Henderson 

HK. Electric. 

HK &Ch Gas 






Benuntar 





Boustead 2.38 +97 32 
C Sugars 13.00 +16 23 
Cold Storage 5.25 +29 24 
Cac 5.90 +54 34 
use PPM He Dev Bank of Singapore 10.10 +41 16 
Wheel Mari. “A” 1.80 Duniop Estates 706 — 26 
Wing On Holdings 285 Duniop industnes 4.12 +30 69 
Winsor Ex Div 470 Fraser and Neave 9.25 +34 26 
World tnt 149 Gentiegs 414 +05 42 { 
Guinness 444 +05 50 4 
Hanmau inv = _ == Asia Cement: 
Haw Par 290 +62 34 CamayConst — 5 
HLeong Fin 520 +92 13 China Rebar ك‎ 
inchape 358 +41 49 Chung Hwa Pulp 
isand & Peninsular &40 -169 28 Chung Shing Texte 12.65 
Jacks int 760 -56 = Far East Textile 16.20 +6.6 
KL Kepong 249 238 50 Formosa Plastic 2790 +53. 
Keppel Ship 452 -04 55 Nan Ya Plastic 28.60 +74 
| Magnum 398 476 38 Táiwan Cement 19.86 £33 
Malayan Banking 10.06 +170 22 | Tatung 1435 +25 


* Malayan &rewenes 668 -30 34 Обі Рабая 27.40 475 
Malayan Tobacco 590 ~ 78 Yue Loong Motor 1800 +84 
ммс 2.88 +32 38 
ми 346 +08 т9 
° Metal Box Singapore 
° MPH 





Nikkei-Dow Jones Average 












































May 31 8,617.67 

dune i 8,549.70 

dune?  . 8,517.88 

dune3 8,510.98 

dune 4 8,520.51 

dune 6 8,505.92 

Change on week IPS PHILIPPINES 

Junes “ichange Ре - 
Yen onweek. ratio Manila Mining index 

Ajinomoto 825 *0.\ 340 

Bridgestone Tire 486 -18 153 Мау 31 1,493.65 
Colton’ 289 -33 814 June 1 1,476.67 
Сарв 545 27 477 June 2 1,460.63 
Canon 1500 #07 38.0 June 3 1,453.40 
Citizen Watch 423 +14 193 |; Junes 1,448.37 
Dai Nippon Printing 720 -07 205 M 

Diwê Hove e del. БВ Change on week 2:5496 
Ebara Mig 348 -11 170 dunes — change % 
Fuji Photo Fim 2000 +05 158 Peso onweek yield 
Fujitso 965 -15 284 Acoje Mng Ms 5 = 
Нема Real Estate 577 “10 682 Апаз-В 40.00 -48 ~ 
Hitachi 793 -05 298 | BaguoGoW-8 00024 -72 o =o 
Honda Motor 816 -%2 226 fi-Am 0.0012 an -— 
LHI 151 44 NTS First Holdings 720 +07 156 
ЈЕО 698 +163 476 Lepanto-B 0.13 2 = 
Kajima Const 32 =52 26 Marcopper 130 TA = 

Калека 364 ~22 433 Marinduque-B 7.00 -54 ~? 
Кас Soap 558 19. 244 Phiex-B 0.20 -24 24 
Kashiyama 682 *03 7 161 PLOT 40.00 -42 | 124 
Kirin Brewery 








tales Ks worth USS + ; th Р 
Зонага: Japan. 240.487, Hongkong HK$6.66, Singapore 552 110 A gays 
‘Malaysia: S$1=M$1.097 £1=HKST1.BS 
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Communist Countries ` 3 à ai Ы РЕ 

US$ Ато 1.989 HKS«Rmb0.2751 б 3 E } sane 
US$ = Rouble 0.75 с ч $ 6-76 
USS Kip 10,00 E 516 3 5-96 
USS»Dong9.09 -7 д 6-18 

Deak Perera Far East Lid ки banknote selling rates and official 

vates when avaiable on the Hongkong market” Reuter tor spot 

and forward rales from kcal and intemational márkets * 1 maddie rates. Sources Astiey & Pearce IHongkong;. Figas Co ый 


BOND PRICES 
Buying and selling rates where available (June 6) ^ Fixed-interest bonds (USS) 


Austraha 8-1-4% 927 
Canada Govt 14-38% 87 
К Citicorp 18-34% BË 
73.80 k 4 ч CIBC 15-34% 91 
74.30—74 40 Lu CNA 15-147 96 
Deutsche Bank 14. 1:4 89 
B,435—8,440 8.445 —8.450 ы i Y EDF 11-04% 90 
8.452—8,455 БЕС 14-24% 93 
3058 31.16 j 
405625—408 75 436—437 





77.00—77.40 73.50—73 80 7200 К 6430 7 денат 14 
7870—7886 : Prudential 12-24 9 
sd А о. peenz ta aa 
п 732—748 749—745 732—740 | 21-525 А . MatWest 
Kuala Lumpur (10) | — 243.50—244.00 242 50-243 50 232 50—233 50 o 7 KB 10% es 
UR UE E PA ce Io 
1,395—1,387 1402—1,417 1314-1415. 


А 4412—4413 : i Sweden ori BS 
\ Ў Eri S Sweden Exess EA 56 
uo 83250—837.50 745—720 39307985. ^. SNCF 13% 92. 
У ne E: DR : WaitDisnay Ta 86 
В mY 4 tis | Worle Bank 16% 86 а10-328--110-208 
Curtent delivery (Aig } . -17575—17800 187 15—187 25 11305—13 10 . 10810-10835 World Bank 16% Bg 113-38—113-78 
OEE delivery 185.25—185 4D К : 3 an Grid Bank 1551 110-58—111-18 
un A e à : 15% : IB 3-34. 
с Currehit delivery бу 348.25-—345.50 347.00—347 25 315.50—315.75 Зав 00—348.50 к Winnigeg 372% 86 HA 114. uo 
Sent. datuery 359.25 г Е Eb oe Я 
Soyabeans. ў s 2 Fioating-rate notes 
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With a banking network of over 90 nations, and market-making 
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A last, Hongkong has come up with a 
plan to unscramble its horrendous 
traffic problems Singa- 
pore imposed a surcharge on private cars 
and taxis during peak hours in order to re- 
duce traffic congestion in its central busi- 
ness district, Hongkong is preparing to in- 
troduce its own version — electronic road 
pricing (ERP), already referred to by local 
wags as Hongkong electronic road pricing 
rn ition system (Herpes) 

Vehicles will be charged for driving in 
congested locations at peak hours. The 
objective is to discourage, and therefore 
reduce, the number of trips. The target is 
private cars, or what the government calls 
"the most congesting user." 

Compared with Singapore's area licens- 
ing scheme |however.,Hongkong's zapping 
of the private motorist will be monstrously 
expensive to implement. The pilot project 
alone costs HK$35 million (US$4.8 mil- 
lion) — the bill for going the whole hog is 
estimated at HK$350 million. Whereas 
Singapore's scheme required only the 
erection of overhead signs telling the 
driver he is about to enter the central dis- 
trict and the building of booths around the 
perimeter to sell drivers entry permits, 
Hongkong's ERP is far more complicated. 

Each vehicle has to be fitted with an 
electronic number plate (ENP) on its 
underside. Buried under the road surface 


^ decade after 


at various points will be electronic loops 
which will beam a signal to the ENP pass- 
ing over it. The ENP returns to the loop 
the information encoded: the ENP 
number, the vehicle's registration number 
and the type of vehicle. The loop then 
passes on this information to a central 
computer along with the time and date. A 
monthly bill will be sent to the vehicle 
owner 

Why is the ERP plan so appealing to 
bureaucrats? Because it will spare deci- 
sion-makers the uncomfortable task of re- 
straining ownership of cars. “I have never 
forgotten the freedom acquired when, as a 
young man, I first was able to buy a motor- 
bike and later a cheap secondhand car," 
mused Financial Secretary John Brem- 
‚ then chairman of local hong Swire 
Pacific He made the remark in the 
soporific Legislative Council chamber 
four years ago. “I reject the equity or logic 
of control solely by licence cost or first-re- 
gistration tax. It [is] essential to provide 
incentives for our workers. There is no 
way in which I can vote for a total prefer- 
ence for vehicle ownership by the rich,” he 
declared 


rid ge 


o ERP it will be, unless — HK$35 mil- 

lion later — the 21-month pilot study 
shows it will not work. But why is Hong- 

| kong spending so much money just t« find 
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it will work? 


out whether Because, a¢ 
cording to the government, it cannot thin 
of a better idea to reduce road congestior 

Critics of the scheme maintain it will n« 
work because the entrepreneurial geniu 
inherent in the local community will com 
out with a device to jam the transmissio 
of information and tie the central cor 
puter into knots. Others say it will onl 
clog up the side-streets. Some even argu 
that the system contravenes civil right: 
Most are simply adamant that “this loop 
idea will just not work.” The enforcemer 
aspect could well be a policeman's nigh 
mare, an Automobile Associatio 
(AA) spokesman. "Quite how a roadsid 
camera can photograph *he licence plat 
of a vehicle with no gadget, in a nose-tc 
tail traffic jam three lanes wide, 
me," he added 

The technology is certainly interesting 
but why has Hongkong been lumped wit 
the cost of testing the very pivot of the er 
tire plan — “to see whether the robu: 
tamper-proof inert unit about the size of 
video cassette tape will fit and stick, an 
whether it will transmit the information, 
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as Transport Secretary Alan Scott de- 
scribed it? 

Is the Hongkong Government so keen 
to give business to Britain, whose Trans- 
port Research Laboratory developed the 
ENP-ERP system, that it has not 
examined the possibility of sharing the 
cost of the pilot study with London? 
l'ranspotech, a British company set up last 
November, will market the expertise. Ac- 
cording to a British official, many coun- 
tries have expressed an interest in ERP — 
if the tests prove successful Britain has 


much to gain in business and prestige 
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Computerising Kowloon's traffic: ja 


What has Hongkong to 
gain, apart from being 
the first in the world to 
use this innovative sys- 


tem to control and 
monitor traffic flow? 
Possibly future royal- 
ties from the sale of 
ENPs — which could 


be manufactured here 
since the govern- 
ment owns part of the 
copyright. Critics of 
the scheme, however, 
maintain that such 
copyright will be dif- 
ficult to enforce else- 
where in the region. 


leges bits 
of tested technol- 
ogy which make up 
ERP fit and work as 
planned, does it merit 
the vast capital outlay 
which the government 
has accorded to it? 
Those who say no argue |Hongkong s looping 
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that the number of cars — " 

15 growing at a much slower rate these days | 
— owing to the economic recession; the 
doubling of first registration tax to 70-90% 
of a vehicle's price (costs, insurance and 
freight); a near fourfold increase in an- 
nual licensing fees, and higher duty on pet 
rol. All these factors have reduced pur- 


| chasing power. In 1981, the number of re 
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gistered cars increased by 11%; last year, 
the growth rate was whittled down to 1% 
New registrations in 1982 fell 42%. The fig- 
ures for January and February 1983 show 
an even more dramatic fall — 995 and 737 
new registrations respectively, compared 
with 3,359 and 3,358 last year — indicating 
a continuing net reduction in the total 
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Elegant and stately, the Goodwood Park stands in a 
class of its own. 

The guest list has included royalty and heads of state. 

Little wonder when you consider few hotels in 
Singapore today have old world charm and splendour. 

Whether it’s the Brunei Suite in the tower with its 
private lift, or the deluxe suites, luxury predominates. 
All the other rooms in the Goodwood are just as 
tastefully decorated and spacious. 

The Goodwood has ten restaurants (offering . 
Continental to Japanese cuisine) and cocktail lounges, 
two pools to splash in and six hectares of gardens to 
wander through. All this in the heart of the city. 
Sounds exactly right for you. 
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number of cars. Traffic management has 
generally improved, too — jams are less 
frequent and last for shorter periods. Con- 
gestion these days is the result of-road- 
works. 

Some critics even maintain that recently 
launched transport development plans 
make ERP superfluous. These plans in- 


clude: 
» A HKS200 million “traffic gyratory 
scheme" which turned the territory's most 


congested artery — King’s Road on Hong- 
kong Island — and adjoining streets intoa 


| clockwise one-way system. 





| » The HK$10.5 


» The HK$1.3 billion Eastern Island Cor- 
ridor due for completion in 1985-86 which 
will provide excess road space on the 
northeastern shores of the island. 

billion underground Is- 
land Line railway extension, which will be 
operating by 1985-86. 

> A multi-million-dollar 
traffic-control system. 

» A HKSIS million study of how to re- 
duce the amount of traffic on limited road 
space from the residential Mid-Levels to 
the Central business district. 

Moreover, economics of transport plan- 
ning is not among the administration's 
stronger points — despite the prolifera- 
tion of studies, including a computerised 
one rejoicing in the title Land Utilisation 
and Transport Optimisation Model. This 


computerised 


| is partly because the government feels it 


has to preserve the interests of the largely 
privately owned modes of public transport 

a hitherto competitive area now dis- 
torted by the government-owned mass 
transit underground system and Kowloon- 
Canton Railway. 


he government's determination to pro- 

ceed with the costly ERP pilot study 
has torpedoed plans for other pressing 
transport improvements for financial 
reasons. A HK$22 million plan to build 
nine pedestrian bridges across King's 
Road has been dropped and the funds al- 
located will be used for ERP, as will 
another HK$30 million for widening a 
Kowloon road junction. 

Said the government's most vocal critic 
on transport, the A A's executive director, 
Phil Taylor, himself a former transport of- 
ficial: "Vehicle owners do not like the 
scheme, do not want it and object most 
strongly to being made to pay to sit in traf- 
fic jams." Current government estimates 
put the cost of an ENP at HK$400 — to be 
borne by the vehicle owner. It is likely that 
while only car-owners will have to pay the 
proposed road tolls, all vehicles — total- 
ling nearly 340,000 in 1982 — will have to 
be fitted with an ENP. 

The government's track record of trans- 
port planning and management thus begs 
the question: is the HK$350 million ERP 
too much, too late? ERP's success depends 
mainly on whether the government will 
pitch peak-hour charges high enough to 
produce free traffic flow and whether it is 
able to use the system's apparent flexibili- 
ty efficiently. ERP would pay for itself, 
the government says, costing an estimated 
HK$30 million a year to operate. 

MARY LEE 
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Nepal, beware 

Your report [REVIEW, May 26] on the in- 
calculable growth of heroin abuse in 
Pakistan from virtually nil in 1980 to at 
least 25,000 in 1982, and your highlighting 
of the corresponding increase in heroin 
traffic and use in India, sheds welcome 
light ona largely neglected problem on the 
Subcontinent. 

Proportionately, Nepal’s involvement 
and participation in this regional enter- 
prise is of equal magnitude. Nepal is the 
only affected country in the region not yet 
signatory to the international conventions 
on drug-abuse control, and its capital city 
has perhaps as many as 5,000 heroin abus- 
ers today against an estimated 50 just six 
years ago. Contrary to a popular fable, 
these are native Nepalese and not the neg- 
ligible number of foreigners (maximum: 
50) who currently reside in Nepal and are 
involved in both abuse and trafficking. 

Until a year ago Nepali entrepreneurs 
brought ‘their heroin exclusively from 
Bangkok and Hongkong to Kathmandu 
by air. Negligible amounts of cheap heroin 














| Opium poppies harvest of misery 





base came through Varanasi, India, to- 
gether with more sizable quantities of 
opium. But last year patterns diversified, 
with heroin now coming also from Burma 
and by road through Assam. Pakistan In- 
ternational Airlines’ newly established di- 
rect air-link between Karachi апа 
Kathmandu is a “trafficker’s delight,” 
making it possible to bypass New Delhi 
and Bombay, where increasing surveil- 
lance has rendered drug exports to 
Europe from the Golden Triangle via 
Kathmandu increasingly more difficult. 

A private survey on a single Kathmandu 
campus of 2,100 students has indicated 
that fully 5% are using heroin. At the 
same time a governmental policy decision 
to do nothing in the matter, averring that 
non-governmental organisations (whose 
effectiveness the government controls) 
could do it better, and the expressed opin- 
ion of one minister that government policy 
in this situation would not change the situ- 
ation in any appreciable way, contrast 
bleakly with the internationally accepted 
maxim that where there is no political will 
the problem of drug-abuse cannot be ef- 
fectively combated. 

Salamat Ali's enlightened and en- 
lightening warning, “India, beware,” can 
perhaps even more urgently be directed to 
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Service: In Bangkok, call 2523622; Guam, 646-7912; 
Hong Kong, 5-233111; Jakarta, 583051-65; Kuala 
Lumpur, 422122; Manila, 597415; Okinawa, (09893) 
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Nepal, where an Interpol report indicates 
that “the easy availability of heroin poses 
a serious threat not only to Nepal but also 
to Western Europe and the United 
States.” Seen in an even larger perspec- 
tive, the Subcontinent's trend is not only 
troubling, it is terrifying. 

Kathmandu "TARSIT 


Afghan alignment 


Singapore Foreign Minister S. Rajarat- 
nam recently made a most telling remark 
that Moscow was trying to “hijack” the 
non-aligned movement from within 
[REVIEW, May 12]. Indeed, the move- 
ment, which was founded to keep the 
emerging nations out of superpower 
rivalry and dominance, is now composed 
of members that are among the most 
aligned. 

The case of Afghanistan is most illustra- 
tive. Afghanistan is actually occupied by a 
superpower. The argument that the 
Soviets sent their forces into Afghanistan 
at the invitation of the government is no 
longer tenable. The government that in- 
vited the Soviets has long gone — the 
Soviets themselves having got rid of it. 

The Soviets must realise that every 
single day they continue their military pre- 
sence in Afghanistan they violate the non- 
aligned status of the country. Afghanistan 
can only emerge as a truly non-aligned na- 
tion when the last Soviet soldier has left its 
soil, though an unoccupied Afghanistan 
might not be as friendly to the Soviets. 
Geneva MAHMOOD-i ELAHI 


The Arab voice 


Derek Clayton [Letters, REVIEW, June 9] 
misses the point of my article [The 5th 
Column, REVIEW, May 12] and assumes 
that any suggestion of making friends with 
Arabs is necessarily aimed against Israel. 
East Asia has a lot to gain from close rela- 
tions with Arab countries, but does not 
have to involve itself in “religious tensions 
and ethnic rivalries” to attain this goal. As 
for Israel, its image must depend on its ac- 
tions. 

That Clayton chooses the Iran-Iraq war 
as an example of “Arab killing Arab” is in- 
dicative of the ignorance of Middle East 
affairs I cited in my article. Iran is not 
Arab (it is Persian) and, for that matter, 
nor is Ethiopia, whose war with Somalia 
was also cited in the letter, 

Hongkong HUSAIN HAQOANI 


Racism or nationalism? 


The call by Datuk Harun Idris, the 
influential vice-president of the United 
Malays National Organisation, to amend 
the Malaysian Constitution so that the 
prime minister must always be a Malay 
Muslim [REVIEW, June 2] is part of a re- 
cent upsurge of racial sentiments cloaked 
as nationalism. Such utterances can hardly 
be described as benevolent or becoming in 
our mixed society, but can only hinder na- 
tional unity. 

The constitution from its inception has 
been regarded as a sacrosanct document, 
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PHILIPPINE PLAZA 
AT 40% OFF! 


The Midyear Bonus is Back! 
June 1-September 30,1983 


The Philippine Plaza brings back 
the Midyear Bonus, now on its 
4th fantastic year! 40% off on 
published room rates! 


A one-of-a-kind offer from the 
one-of-a-kind hotel. Come, share 
in this great Westin tradition. 
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WESTIN HOTELS 
Philippine Plaza 
Manila's only seaside resort. 


* Subject to availability. Not applicable to previously 
confirmed group rates. 
For reservations, call your Travel Agent, 
the Westin Hotel in your city or Philippine Plaza 
832-0701. Cable: PHILPLAZA. Telex: 40443 
FILPLAZA. 


“Philippine Plaza’s Midyear Bonus has me back again!” 
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YOU'LL LOVE THE FEELING. 


Our inflight crew will welcome you the 
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Тапал Asli, a ceremonial Malaysian dance 
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prime minister, who spearheads the na- 
tion’s destiny and who has time and again 
said he gives priority to national unity, 
should step in aggressively and contain the 


forces of extremism. А. SOORIAN 
Vice-Chairman 

Malaysian People’s 

Seremban, Malaysia Convention 


No cash down 


In order that your readers are properly in- 
formed, we should like to establish the fol- 
lowing facts in response to your article 
[Shroff, REVIEW, May 26]: 

» Under a scheme of reconstruction, 
Hong Leong Corp. was formed to take 
over the undertaking of Hong Leong In- 
vestment Holdings on a share-exchange 
basis, and there was no cash involvement 
at all. 

» The S$58 million (US$26.98 million) 
debts are actually accounts receivables, as 
is normal in a trading company, and not 
"debts owing to the private company." 


Stooping low 


The article They stoop 
to conquer [REVIEW, 
May 12] on a com- 
mando-style Japanese 
school for executives 
quoted the director as 
saying: "We have no 
plans to make our 
course available to 
Europeans or Ameri- 
cans. They would no 
doubt be incapable of withstanding such 
rigorous training. Japanese and Koreans 
are surely the only ones who could endure 
such discipline.” 

As a former resident and long-time stu- 
dent of Japan, I have no doubt that those 
are the school director’s feelings. How- 
ever, the REVIEW's printing of such racist 
propaganda can only serve to inflame in- 
ter-racial tensions and diminish your over- 
all credibility. There are many Caucasians 
around the world who would speak confi- 
dently of white supremacy and the inher- 
ent inferiority of all non-whites, but would 
the REVIEW print such garbage? If not, 
then why do you persist in subjecting us to 
subtle and not-so-subtle propaganda pic- 
turing the Japanese as some sort of super- 
men? 

Gladstone, Missouri DAVID JENSEN 
The director of Yosei Gakko, Hisatsugu 
Ohara, is quite correct that Europeans 
and Americans would be incapable of 
withstanding his style of rigorous training. 
No doubt most foreign managers, recoil- 
ing from the idea of being mercilessly 
brainwashed and harassed for two weeks, 
would agree wholeheartedly. Ohara's im- 
plication and the point of the story appear 
to be that such acceptance of discipline is 
one secret to Japan's success, On the con- 
trary, the existence of a need for such as- 
sertiveness training in Japanese society in 
order to cultivate poorly developed indi- 
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million accounts receivables have since 


been fully realised.) L. P. KWEK 
Singapore Hong Leong Corp. 


When considering the call of Asean for the 
withdrawal of Vietnamese troops from 
Cambodia опе must ask: what was Cam- 
bodia before the Vietnamese intervened? 
As millions -of Cambodians меге 
slaughtered by the communist-orientated 
Khmer Rouge soldiers, I think it was a 
blessing in diguise that the Vietnamese in- 
tervened in Cambodia. If they had not, I 
think 75% of the Cambodian population 
would have been wiped out by now by the 
satanic Khmer Rouge leaders. 

If, on the other hand, the United Na- 
tions group swayed by Asean — especially 
Singapore — insists on a Vietnamese pull- 
out then I think a referendum should be 
held in Cambodia under the auspices of 





vidualism indicates one of Japan's long- 


term weaknesses and a Western strength. 

Instead of emulating Japanese discip- 
line and regimentation to be more effi- 
cient competitors, Westerners need to 
value more highly and cultivate the posi- 
tive attributes of individualism: spon- 
taneity, inventiveness and creativity. No 
Western manager worthy of that title 
would or should tolerate Yosei Gakko- 
style treatment. The very fact that most 
Westerners would instinctively reject such 
rigidly mindless discipline is something to 
be proud of, not a reason for shame. As 
Ohara said, if Westerners "understand this 
school, you'll understand a little about 
Japan." Similarly, if Japanese understood 
why most Westerners, who have been train- 
ed from infancy to be assertive individuals, 
would not stand for such treatment, they 


would understand the long-term strength , 


of the West. EDWARD OLSEN 


Associate Professor of 
National Security Affairs’ 
Coordinator of Asian Studies 
Naval Postgraduate School 


Monterey. California 


Why all the fuss over the latest Japanese 
management-training gimmick? Surely 
the British have had this sort of brutalised 
and degrading brain-washing for cen- 
turies. They call it public schooling, and 
reserve it for juveniles on the grounds that 
no self-respecting adult would tolerate 
such treatment. 


Aichi-ken, Japan SIMON SANADA 
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VOCATIONAE TRAINING COUNCIL ev ) 
_ The Vocational Training Council (VTC), a statutory body responsible for government 


Vocational Training Council 
Hong Kong 


"DIRECTOR 





| Hong Kong Management Development Centre 


7 
unii 


assisted manpower training in Hong Kong, will establish the Hong Kong Management 
Development Centre in 1984. The initial appointment will be that of Director. 


НОМС KONG MANAGEMENT DEVELOPMENT CENTRE 


The main functions of the Centre include research, development , coordination and 
promotion of management education and training in Hong Kong. Emphasis will be 
placed on programmes for owners, managers and supervisors of small and medium 
businesses. Post-experience management programmes, requiring no formal academic 


| entry qualifications, will be aimed also at large companies, Distance-learning material 
- will be developed and distributed. The medium used will be both English and Chinese. 


‘Many different Hong Kong organisations already provide training in management 
| skills. The Centre will overview and coordinate the work of these bodies, so that the 
` programmes provided would meet Hong Kong's present and future training needs. 


- Among the functional areas which will be covered by the Centre will be small business 


management; supervisory training; post-experience management development and 


5 2 educational technology. The initial period will be one of planning and development to 


meet the needs of Hong Kong's managers. The Director will have the necessary 


- support facilities for this task. 


QUALIFICATIONS 


_ Candidates will probably be aged over 40. Younger applicants are unlikely to possess 


the experience and maturity required. Sound academic qualifications are necessary 
and should be linked to a spectrum of relevant experience. 


Experience must include: 
* A significant period in industry or business 
* A role in the management of training (including active contact with bodies in the 
tertiary educational field). 
e Exposure to working in more than one country, experience in Asia being a 
distinct advantage. Applicants should have knowledge of a developing economy 
and Asian applicants should have experience of a developed economy. 


CONDITIONS 

Appointment to the post will be initially on an agreement of four years’ duration, 
inclusive of leave, at a salary of HK$26,800 per month. Thereafter the appointee may 
be offered contracts or superannuable terms of service at the discretion of the 
Vocational Training Council. A gratuity equal to 25% of basic salary earned during the 


` period of agreement will be paid upon satisfactory completion of the agreement. 


(Currently Hong Kong salaries tax does not exceed 15% of gross income.) Fringe 


|. benefits yw leave and passages, housing, medical and dental treatments, 


children's education allowances and school passages. 

APPLICATIONS " 
Candidates should in the first instance give a detailed account of their personal 
particulars, qualifications and experience and send it direct to the office of the 
Executive Director, Vocational Training Council, Rooms 906-909, 9/F, Hutchison 
House, 10 Harcourt Road, Hong Kong not later than 15 July 1983. 


(Note: US$1 = 7.01 as at 27.5.83) 








amt he \ латеѕе s 
diers tolea nediately or later, and as- 
sess the extent of the threat posed by the 
Khmer Rouge to the Khmer people. ` 

As for the undisputed leader of Cam- 
bodia, Prince Norodom Sihanouk, he is to 
be blamed for his country's downfall — he 
trusted the communists too much and he 
has dearly paid for it. Now he is trying to 
regain support from his people, but he still 
has not realised his mistakes by befriend- 
ing the dreaded Khmer Rouge partners 
who, under the murderous Pol Pot re- 
gime, abetted the genocide in the belief 
that it Would cleanse their citizens. 
Singapore М, RAJENDRAN 






Death of a princess 


I should like to correct an error which ap- 
peared in I quit, says Sihanouk (REVIEW, 
June 16). I wrote that it was Princess 
Bopha Devi who was executed by the 
Khmer Rouge when in fact it was Princess 
Botum Bopha — pictured in the article — 
who was put to death. ; 

Hongkong 





NAYAN CHANDA 


Wrangle over roubles 


In Buried in roubles [REviEW, June 2], 
Salamat Ali effectively shows that if the 
trade surplus with the Soviet Union is al- 
lowed to continue it could threaten bilat- 
eral relations between the two countries. 
While the Soviet Union has been looking 
for alternative sources for essential items 
and has cut back imports from India, India 
has not been making commensurate ef- 
forts in this direction. It is time that India 
took note of the changed stance of Mos- 
cow and modified its trade policy as well. 
New Delhi SEBASTIAN ARACKAL 


A place in history 

This past vear I have for the first time used 
the REVIEW in my advanced East Asian 
history class at the senior level in high 
school. I would like to take this opportu- 
nity to express my appreciation, as well as 
that of my students, who have really 
gained a great deal out of the magazine. 
Kudos to you and your staff on two points 
as far as we are concerned: the timeliness 
and depth of articles; and the quality of 
writing, which has served as a fine 


model. DAVID WILLIS 
Chairman 
Social Studies Department 

Kobe 


Canadian Academy 


The People’s profit 


In Banking `83 [REVIEW, May 5] it is 
stated that a Sri Lanka People’s Bank 
source made the point that the Bank of 
Ceylon’s profit had dropped substantially 
from the Rs 239.6 million (US$10.42 mil- 
lion) earned in 1981. What is relevant, 
however, is thatthe People’s Bank made 
this statement when confronted with the 
incorrect claim it had made with regard to 
having the country's highest bank profits . 
for 1982. “ 
Colombo . 


Toug 
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The notion that a nation-state is incomplete 
without a steel mill still holds sway within 
Asean, where all the members, with the excep- 
tion of Singapore, have projects going forward 


or plans in the pipeline to build costly 


Icom- 


plexes. But the economics of these mutually 
duplicating investments are problematical at 


ASEAN STEE 


THE GREAT 
WHITE HOPE 


best and some could end up as huge white 
elephants, reports the REVviEW's Jakarta bureau 
chief Susumu Awanohara. He also analyses the 

oblems at 


Indonesia's state-owned PT 


rakatau — Asean's first (and loss-making) 
major steel complex while other Review reports look at the situation 
in the Philippines, Thailand, Malaysia and Singapore. Pages 60-72. 


Page 12 

South Korean Government oppo- 
nent Kim Young Sam calls off his 
hunger strike as formerly dor- 
mant opposition factions stir into 
action. 


Page 13 

Moscow's reticence over Cam- 
bodia hinders normalisation ef- 
forts with Peking. 


Page 14 

Karen rebels are caught by an un- 
expected rainy-season offensive 
on the Thai-Burmese border. 


Page 15 

Liao Chengzhi, China's expert 
on Sino-Japanese relations and 
Overseas Chinese, dies. 


Regional Affairs 


South Korea: Rallying to the cause — 
Sino-Soviet relations: A threat 

from Peking 
Burma: Elements of surprise 
China: Loss of a mediator 
Malaysia: Casting a wider net 
Thailand: The guerillas’ pen pal 

Putting down roots 

Death of a soldier-diplomat 
Hongkong: Storm over reform 
India: Polarisation at the polls 
Sri Lanka: Time for a rethink 
Indochina: Thach's try in Thailand 
Diplomacy: Mideast manoeuvres — 
Papua New Guinea: Defence 

under attack 
Japan: Going out on a limb 


Business Affairs 


Policies: Peking's return tothe centre .. 56 





Page 16 

A regional Islamic conference 
plans to make the going easier for 
Mecca pilgrims. 


Pages 25-26 

A district officer 
takes ир the 
cause ої Thai- 
land's struggling 
communist de- 
fectors, while 
elsewhere former 
CPT guerillas set- 
tle down to a new 
life on the farm. 


Page 27 

Proposed reforms to ease Hong- 
kong's homosexuality laws add 
fuel to a controversial debate. 


Fighting the heavy brigade 
in China 
Labour: A hesitant freedom 
in Singapore? 1 | = ——— 
Cover story: A costly status symbol — 
Indonesia's Krakatau's production is 
coated in confidentiality 
A staple industry in Manila — but 
you can't eat steel 
Late starter Thailand discovers 
virtue in going slow 
Using natural resources to forge a 
firm platform in Malaysia 
Not in the big time, but Singapore 
is still on its metal 
Aid: An independent course 
for Bangladesh i — ——— —— 
Finance: Sri Lanka off the standby 
Don (ae e PE OC эйзи HEAR CUM ccr 
Investment: Another bull in the ring 
infida га 
Projects: Stripping in public 
in Indonesia 
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Page 32 

In Bangkok Vietnamese Foreign 
Minister Nguyen Co Thach re- 
veals he has called in "some 
friends" to mediate between 
Hanoi and Peking. 


Page 42 
China plays a Middle East card by 
hinting at arms sales to Lebanon. 


Page 44 

In the interests of efficiency, the 
Port Moresby government con- 
siders a merger of its army and 
police forces. 


Page 56 

Chinese Premier Zhao Ziyang 
vows to recentralise investment 
spending to avert a capital and re- 
sources squeeze. Meanwhile, the 
light-vs-heavy industrial debate 
continues. 


Page 58 

Tentative proposals for free col- 
lective wage bargaining arouse 
little enthusiasm in Singapore. 


Page 74 

Bangladesh defies a World Bank 
call for more direct taxes, prefer- 
ing to expand demand. 


Resources: A way into China 
oil 1 

Energy: The Philippines' sunset 
companies 

Trade: A little less licence 
in Nepal 
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successful visit to 


In a 
Washington, Australian Prime 
Minister Bob Hawke received 


United, , States;)|,,, President 
Ronald Reagan’s, blessing for 
Australia to act, as а go- 
between in one of Asia's most 
complicated diplomatic tangles 
— Cambodia. 

Reagan accepted Hawke's 
bona fides to mediate between 
Asean and Vietnam over Cam- 
bodia, but on the apparent 
understanding that a resump- 
tion of Australian aid to Hanoi 
would be considered only as 
part of an overall Cambodia 
Settlement, rather than at an 
earlier stage. Hawke said that 
Asean had asked Foreign 
Minister Bill Hayden to carry 
messages to Hanoi after the 
Asean foreign ministers’ 
meeting in Bangkok later this 


month. — RICHARD NATIONS 
Mass nisations must 
accept Pancasila 


Indonesia’s Minister of State 
for Youth and Sports Abdul 
Gafur said no more permits 
will be issued allowing mass or- 
ganisations to hold congresses 
unless the bodies concerned ac- 
cept. Pancasila (the five-point 
state ideology) as their single 
principle. Recently, the in- 
fluential Muslim Students As- 
sociation (HMI) refused at its 
congress to replace Islam with 
Pancasila as its basic organising 
principle. Gafur alleged that 
HMI had promised to do so be- 
fore the permit for its congress 
was issued. He added that or- 
ganisations which, like HMI, 
preferred to postpone a deci- 
sion on their organising princi- 
ple until after a new law on 
mass organisations is promul- 
gated can hold their con- 
gresses only after the law is 
finally enacted. 

— SUSUMU AWANOHARA 


Shorter flights between 
China and Japan 

Civil aviation officials from 
South Korea, Japan and China 
have agreed to opén a new, 
shorter flight route between 
Tokyo and Shanghai beginning 
August 4. These countries will 
exchange, a note on July 7 
enabling aircraft of the Civil 
Aviation Administration of 
China, Japan Air Lines, Pan 
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American. World Airways, 
Pakistan International Airlines 
and Iran Air to operate 70 
flights per week through the 
Seoul-controlled flight infor- 
mation region, South Korean 
officials said. The step will 
mean that these airlines will be 
able to save a total). of some 
US$7 million in fuel. costs a 
year. It also means. South 
Korea will be providing air 
traffic information to China, 
with which it has no diplomatic 
relations. At present these air- 
lines skirt South Korea's Cheju 
island. For the time being, in- 
formation from South Korean 
control centres will be pro- 
vided to the Chinese via Japan- 
ese control centres at Fukue, at 
the southwestern tip of Japan. 
Eventually, the South Koreans 
hope to eliminate this relay sys- 
tem and make direct contact 
with Chinese aircraft. 

— SHIM JAE HOON 


Attorney-general's 
appeal tumed down 

The Federal Court of Malaysia 
recently turned down an ap- 
peal made by the Attorney- 
General Tan Sri Abu Talib 
Othman against the acquittal 
of businessman Noordin Johan 
and a second man, Aziz Abdul- 
lah, for the murder of the 


Former speaker Taha. 





former speaker of the state as- 
sembly in Negri Sembilan 
state, Datuk Taha Talib. They 
had originally been charged in 
July last year with the then 
minister for culture, youth and 
sports, Datuk Mokhtar 
Hashim, and village headman 
Rahmat Satiman. They were fi- 
nally acquitted on June 9. 
Meanwhile, the appeals by 
those convicted of the murder, 
Mokhtar and Rahmat, have 
continued in the Federal 
Court. Mokhtar's lawyer filed 
33 grounds of appeal while 
Rahmat's lawyer filed 26 
grounds. —K. DAS 


BUSINESS 


Malaysian utilities 

go to private sector 

The. Malaysian Government 
has announced its decision to 
yield control. of several 
utilities. The first of these will 
be the multi-million dollar rail- 
way network which will link 
Butterworth in the north with 
Pasir Gudang in the south and 
Kuala Lumpur with the east- 
coast state. of Trengganu. 
Finance Minister Tunku 
Razaleigh Hamzah said radio 
and TV facilities, water and 
electricity supplies, airports, 
telecommunications and even 
hydroelectric dams would be 
eventually handed over to the 
private sector to be run on a 
profit-making basis. Although 
there is no timetable for the 
handovers, work has begun on 
what has been called the 
“privatisation” of the railway 
network. Telephone equip- 
ment will shortly be sold to the 
public by private companies, 
ending the — government's 
monopoly which started when 
telephones were first intro- 
duced in the country. — K. DAS 


herd scheme 
money-su 
The governor of the Indone- 
sian central bank, Arifin 
Siregar, recently told a par- 
liamentary commission that 
the bank, which has previously 
controlled the country's money 
supply by imposing credit ceil- 
ings on commercial banks, will 
now apply more indirect mea- 
sures. Two control measures 
that the central bank will now 
use are the cash or reserve ratio 
and the rediscount window. 
To prevent an escalation in 
interest. rates resulting from 
these new measures — at least 
among the private banks — the 
Association of Private Na- 
tional Banks has set up a team 
to determine a standard in- 
terest rate on deposits for its 
members. — MANGGI HABIR 


Singapore petrochemical 
complex faces delay 

The opening of the Singapore 
petrochemical complex sche- 
duled for September this year 
is likely to be delayed until 
1984. While the construction of 
the project, owned jointly by 
the Singapore Government 
and Japanese interests led by 
Sumitomo Chemical, is already 





complete, it has been slow to 
come onstream due to the de- 
pressed demand for petro- 
chemicals. As the complex — 
even after its start-up — is set 
to operate below capacity and 
will incur operating losses in 
the initial stages, the partners 
are negotiating over how to fi- 
nance these losses. The Singa- 
pore Government is known to 
want all partners to put more 
equity in the $S$2 billion 
(US$945 million) project, but 
the Japanese interests want to 
reduce their share from 50% to 
25%. The negotiations: have 
also involved the Japanese 
Ministry. of International 
Trade and Industry. Sources 
expect a compromise to be 
worked out by next year. 

— V. G. KULKARNI 


Fewer South Koreans 
in projects abroad 
The number of South Korean 
construction workers overseas 
is dropping while тоге and 
more South Korean contrac- 
tors are hiring labourers -for 
their. overseas projects from 
India, Pakistan, Thailand and 
the Philippines, according to 
official figures. The number of 
South Korean construction 
workers abroad declined by 
10,000 as at .end-April com- 
pared to the total in December 
1982. There are now 160,000 
South Korean construction 
workers overseas, mostly in the 
Middle East, with the remain- 
der employed in the five Asean 
countries. Industry officials ex- 
pect this trend to continue in 
view of an average 60% differ- 
ence between South Koreans' 
wages and those of their coun- 
terparts from third countries. 
They also cited improving pro- 
ductivity of — third-country 
workers which has reached to 
about 70% that of South Ko- 
rean workers. 

— SHIM JAE HOON 


Japan mulls over giving 
more aid to Laos 
Japan's Foreign Ministry is ex- 
pected to send a team to Laos 
soon to discuss more aid to that 
country. During the fiscal year 
ended March 31, Japan ex- 
tended ¥733 million (US$3 
million) in grants to the Lao 
Government, up from ¥654 
million two years ago. Laos 
wants money to help build a 
pharmaceutical centre and a 
running-water system. 

— MIKE THARP 
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North Korean President Kim Il Sung 
has пе а seri of purges of 





Capt. Shin Jung € 
Seoul say. Several senior air force | 








Pyongya "Lee scaped to the 
South T MiG19 ircraft in 
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ped after Shin, a 
demilitarised zone patrol officer. 
surrendered to the $ at t the 
eastern border:last: 


A QUESTION OF TIMING 
Datuk Lee San Choon, Malaysia’s 
former minister of transport and ex- 
president of the Malaysian Chinese 
Association (MCA); has handed in 
an undated letter resigning from his 
- parliamentary seat of Seremban. 
The letter, sent to acting MCA 
president Datük Neo Yee Pan, will 
be effective only when dated and 
submitted to the speaker of the 
House of Representatives. Neo is 
not expected to hand the letter over 
until he decides on a strategy to fight 
the resulting by-election in 






































| was won by Lee in a dramatic battle 
| which saw about 8,500 voters, who 





Seremban. The seat, formerly held: 
by the chairman of the opposition 
Democratic Action Party (DAP), 


had previously backed the DAP 
change their allegiance. Without the 
charisma of Lee, the MCA'schances 
of winning Seremban are ratéd às 
very poor. Neo may therefore hold 
on to the resignation letter for as 
long as possible. 


KIR 


LIVING IN HOPE e 


Despite reports that China has 
agreed in principle to purchase 
French nuclear reactors, United 
States officials say "there is nothing 
irreversible in the agreement with 
the French," and that US talks with 
Peking on nuclear cooperation will 
be stepped up shortlv. According to 
a State Department source, Peking 
still favours US nuclear technology, 
and would also like to diversify its 
nuclear suppliers. One obstacle to 
reaching a US-China nuclear 
agreement has been China's sales of | 
nuclear technology and materialto | 
other countries. US.official sources | 
i 





say Peking is now taking US 
concerns more seriously and that an 


| agreement paving the way for US | 


firms to export nuclear technology 
to China before a deal with France 
is sealed, is not out of the question. 








ИШ THE WEEK 


AUSTRALIA 
Prime Minister Bob Hawke arrived in 
Washington on an official visit (June 13). 


BANGLADESH 
An alliance of 18 leftist and centrist parties 
asked the military rulers to hold general elec- 















civilian government (June 9). 


BURMA 

A Karen rebel leader claimed that his 
armed forces killed more than. 120 Burmese 
Government troops during fighting near the 
Thai-Burmese border, the Bangkok Post re- 
ported (June 11). T 











Chengzhi, died of a heart attack at the age of 
75 (Jane 10). ; 





HONGKONG 

Police at Kaitak airport seized about 56 kgs 
of suspected heroin base discovered in two 
suitéases on à Singapore Airlines’ flight from 
Bangkok: This was claimed to be the biggest 
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tions immediately and hand over power to a | 


CHINA : 
The top authority on. Sino-Japanese reja- 
tions and Overseas Chinese Affairs. Liao | 


| 
i 





haul at the airport E some years, it was res | 
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INDIA 

Jammu and Kashmirs National Conter- 
ence party secured an overall majority in the 
76-seat state assembly, defeating the ruling 
Congress party (June 10). National Confer- 
ence party leader Farooq Abdullah was sworn 
in as chief minister of Jammu and Kashmir | 
(June 12). 


LAOS 

Lao authorities arrested about 50 govern- 
ment officials on charges of corruption and 
anti-party activities, diplomats:in Vientiane 
and travellers returning to Thailand said 
(June 14). 
MALAYSIA | 

Two men, Nóordin Johan and Aziz Abdul- | 
lah, who were charged with the murder of a 
former state assembly speaker, were set free 
after a three-judge panel ruled there was in- 
sufficient evidence to prove their part in the | 
murder, it was reported (June 9). 


PHILIPPINES 

“The opposition coalition, the United 
Nationalist Democratic Organisation, called 
on guerillas to come down from the hills and | 


t Yamanak 





field candidates for next year's National As- 
sembly 06 lore than 5,000 e 
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resignation 






m 
a 61- -year-old member of the-Kakuei 
Tanaka faction in the rulin iber al: 
Democratic Party; rešig 
ostensibly for health теа; 
However, speculation 
his abrasive ambition also led to 
move. “He was a loose cannc 
said one Miti official. Sosu 
who has held several cabin 
posts, was named successor ап 
expected to be much more of a team 
player than Yamanaka. | 


SHADOWING REPORTERS 
During a recent press tour to Japan’ 
Yamanashi prefecture in which: 
Soviet correspondents took part, 
two men thought to be plainclothes 
detectives shadowed the group. 
Although some Japanese high- 
technology companies in the past 
have been nervous about inviting 
communist-bloc reporters, this was 
the first time that law enforcement 
officials had apparently 
accompanied part of the tour. Some 
observers connected the ; 
surveillance to the disclosures made 
by the defecting Soviet spy 
Stanislav Levchenko. 









































held a demonstration in the town of Angeles 
— adjacent to Clark air base — to demand the 
removal of United States military bases in the 
Philippines (June 12). 3 


SOUTH KOREA ; 
Government opponent, Kim Young Sam 
ended his 23-day hunger strike (June 9). 


SRI LANKA | 

Authorities imposed a 15-hour curfew on : 
Trincomalee following several violent inei 
dents, police reports said (June 12). The cur 
few was extended to 24 hours and air force 
troops were rushed to the area to support sol 
diers as ethnic violence — set off by a move 
ment for a separate Tamil state — intensified | 
(June 14). 



























TAIWAN | 
Taiwan lifted a ban on trade with Vietnam 
and Laos because they were allowing Chin: 
Airlines to use their airspace, it was tepore : 
(June 9). : 










THAILAND 

Eleven government and military officer: 
were killed when their helicopter explode 
after taking off from a military base i in north 
east Thailand Gune T 
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REGIONAL AFFAIRS аи 


Kim Young Sam's fast awakens opposition forces 


Rallying to the cause 


By Shim Jae Hoon 


Seoul: Opposition leader Kim Young 
Sam's 23-day hunger strike failed in its aim 
of extracting immediate political reforms 
from President Chun Doo Hwan, but it 
did shake Chun’s three-year-old regime 
out of a sense of complacency. And the 
fast, which Kim began on May 18 and 
ended on June 9, has brought into action 
again various opposition movements 
which had been dormant since they were 
first suppressed under martial law in May 
1980. If the reassertion of these move- 
ments is allowed to continue, the Chun ad- 
ministration could soon face the level of 
political dissent that once troubled the 
government of the late president Park 
Chung Hee in the 1970s. 

Through his fast, Kim not only focused 
national attention on his own long house 
arrest, but also forced the pro-govern- 
ment majority Democratic Justice Party 
(DJP) to agree to a 10-day special session 
of the National Assembly to discuss some 
of the five demands for political reforms 
that Kim was making during the fast. The 
demands included: relaxing government 
controls over the press; releasing political 
prisoners and allowing them to return to 
their former jobs, and revising the con- 
stitution so as to pave the way for the free, 
direct election of the nation's president. 

The government-authorised "opposi- 
tion" Democratic Korea Party (DKP) has 
agreed to consider some of these de- 
mands, though reluctantly. The party had 
been expected to press the Chun adminis- 
tration to meet its earlier commitment to 
launch the country on a more democratic 
course, and on June 13 — the opening day 
of the National Assembly's special session 
— Prime Minister Kim Sang Hyup said the 
government would continue to ease curbs 
on political activity and release jailed dis- 
sidents. The prime minister noted that an 
eight-year ban on political activity affect- 
ing 250 former politicians had been lifted 
already, but he did not say when the ban 
would be lifted on another 305 politicians. 
He also warned that the government 
would take legal action against politicians 
"who break social stability." 

The 56-ycar-old Kim Young Sam, who 
was president of the now-outlawed New 
Democratic Party, called off his hunger 
strike after many distinguished religious 
and political figures urged him to end the 
fast, arguing that he had achieved enough 
by riveting public attention on his long- 
term political goals. Kim's health had de- 
clined dramatically because of his refusal 
to consume anything more than water, 
mixed with salt and nutrients. Even by 
June 3 his condition had deteriorated so 
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badly that doctors at Seoul National Uni- 
versity Hospital, to which he had been for- 
cibly taken by the police, for the first time 
expressed, alarm. By then, Kim was slip- 
ping in and out of consciousness. 

Because of a tight press embargo, much 
of the nation could only guess about what 
was happening to Kim, but word of the op- 
position leader's fast spread. In Kim's na- 
tive Pusan, a southern port city, police 
began picking up people seen distributing 
or reading copies of Kim's political de- 
mands. The implications of Kim's protest 
was also debated intensely in Kwangju, 
where bloody anti-government riots took 
place three years ago in the political tur- 
moil which followed the 1979 assassina- 
tion of Park. 

Within the National Assembly, Chun 
still faces a package of opposition de- 
mands. Although the prime minister has 


Kim: long-term political goals. 





reaffirmed the government's commitment 
to lift its ban on political activity, more 
political concessions are likely to be 
sought. The DKP must press for further 
concessions in order to protect itself from 
widespread criticism that it exists mostly 
to lend credibility to the government's 
contention that there is an active opposi- 
tion party in the country. 


LH owever, there is little chance that Chun's 
supporters in the assembly will ac- 
cept many of Kim's demands. For one 
thing, the government does not want to be 
seen as crumbling under the impact of 
Kim's hunger strike. But majority DJP 
members could feel constrained to agree 
to some concessions in order to help their 
"opposition" assembly colleagues main- 
tain credibility and “face.” 
Any challenge from the DKP can be re- 
solved easily. Chun's chief concern is how 
to meet the more serious threat posed by 








Kim and his “unauthorised” opposition 
supporters. South Korea's real opposition 
movement has always been led by under- 
ground dissidents including church fig- 
ures, student activists and such key figures 
as Kim Young Sam and Kim Dae Jung, 
who is now living in exile in the United 
States. 

The two Kims campaigned vigorously 
for democratic réforms under the previous 
Park government. If Kim Dae Jung, 
through his kidnapping by South Korean 
agents from Tokyo in 1973 and his sub- 
sequent political persecution, had sym- 
bolised unyielding dissent against au- 
thoritarian rule, Kim Young Sam helped 
bring down the Park regime in 1979 
through his anti-government efforts in and 
out of the National Assembly. Politically 
the two men are bitter rivals, but they 
have now joined hands in a common front 
against Chun. They 
describe Chun's im- 
position of martial law 
in May 1980 asa "coup 
d'etat.” 

During the course 
of Kim Young Sam’s 
fast, Kim Dae Jung 
led a march in Wash- 
ington to the White 
House in support of 
the other Kim's pro- 
test and against the US 
administration's back- 
ing for Chun. Similar 
marches were or- 
ganised in New York, 
Los Angeles and 
Tokyo, and Japan’s 
Socialist Party for the first time took up 
Kim Young Sam’s cause by demanding 
that Chun begin the democratisation pro- 
cess. 

At home supporters of Kim Young Sam 
have launched a National Consultation for 
Democracy (NCD), an umbrella organi- 
sation which hopes to attract representa- 
tives from former opposition groups, 
Christian churches, student activists, uni- 
versity professors and journalists, who 
have been ousted from their jobs. The 
government has vowed to outlaw the or- 
ganisation, but the group is expected to 
continue underground, issuing statements 
and leaflets denouncing the government. 
The group could pose the most serious 
challenge yet to the government if it can 
attract the dissidents it seeks and comes to 
resemble the now-defunct National Con- 
gress for Restoration of Democracy, 
which Kim Dae Jung once led against 
Park. 


JUNE 23. 1383 ө FAR EASTERN ECONOMIC REVIEW. 








































Ifthe NCD becomes mo 
months ahead, it could quick 
shadow the role of the DKP as the mi 
vehicle for democratic reforms: Most ob- 
servers believe that the government's 
biggest mistake in coping withthe current 
political crisis wa toget 
started, and Chu w. will 
be to stop it andothere 
movements from overtaking an 
discrediting (ће authorised.“ 
as the chief force : ange in the Na- 
tional Assembly, те sandwiched be- 
tween a tough dissident movement, bent 
on rejecting the government altogether, 
and a tough government, bent on showing 
its physical muscle,” a. middle-rank- 
ing DKP member. His trouble, as he put 
it, was “finding a middle course between 
the two extremities an how survive 
[politically." |. 227 
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| presidency. In this regard, Chun’s recent 


has won à considerable political vict 


He has united the country's diverse dissi- | 


dent movements behind him Бу 
strengthening his links with the Christian 
churches, the campuses and with other in- 
tellectual critics of government.sHe also 
has won enough overseas support to stay 
the harsh hand of government reprisal as 
the administration considers what re- 
sponse to make to the regrouped opposi- 
tion. TM 
Ki" is not likely to compromise his 

campaign to force Chun 10 révisé the 
constitution. Elaborating on this point, 
one of Kim's aides said: ^Uridét the pre- 
sent constitution, it is quite possible that 
Chun can be followed [in Office] by 
another retired general [elected through 
the collegium]. If this is allowed to con- 
tinue South Korea, with generals from the 
various services of the armed forces taking 
turns in assuming the presidency, will go 
the way of Central and Latin America [in 
their] style of politics. What we want is a 
constitution which will preclude such 
tragic setbacks for democracy.” 

What Kim wants is a system which will 
assure a smooth transition of power from 
military to civilian hands in 1988, when 
Chun's term ends. He wants all politi- 
cians, including himself and Kim Dae 
Jung, to compete in an election for the 














China repeats a warning of confrontation with Moscow, 
but few observers view it as a genuine challenge 


By Nayan Chanda 
Peking: Despite significant improve- 
ments in the state-level relations between 
‘China and the Soviet Union, Moscow’s re- 
fusal to deal with the question of Cam- 
“bodia has caused a setback in their nor- 
malisation effort. During his recent visit to 
Yugoslavia, Chinese Communist "Party 
General Secretary Hu Yaobang told the 
Yugoslav party leader that there might be 
confrontation with the Soviet Union if it 
did not change its policy on Cambodia. 
.According to well-placed Soviet bloc 
sources, Hu used exactly the same for- 
mula that the Chinese negotiator, Vice- 
Foreign Minister Qian Qichen, had used 
in warning his Soviet counterpart, Leonid 
Ilyichev, during the second round of nor- 
malisation talks in Moscow in early 
March. Shortly before his departure for 
Romania and Yugoslavia in May, Hu had 
given the first public hint of China's frust- 
ration. During conversations with Roma- 
nian and Yugoslav journalists Hu said: "If 
the behaviour of the Soviet Union in Indo- 
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might be direct confrontation. 1 don't 
want to frighten anybody, but these are 
the realities and we must face them." 
Neither the Eastern bloc nor Western 
diplomats consider the Chinese threat of 
confrontation seriously. *Of course, the 
Chinese can step up their military pressure 
on Vietnam, but I don't see them directly 
challenging the Russians," a Western dip- 
lomat said. The Soviets see China's repeti- 
tion of what was said during the meeting as 
an attempt to pressure Moscow. The 
Chinese publication of their five-point 
proposal for Cambodia (which was sub- 
mitted during the first round of talks in Pe- 
king in October 1982) on the eve of the 
second round in Moscow is believed by the 
Soviets to have a similar motivation. І 
But apart from the question of tactics, 
Peking may be genuinely frustrated by the 
lack of progress on the real issues of se- 
curity. During his meeting with Romanian 
and Yugoslav journalists, Hu reportedly 
bristled at a question as to why China had 


china remains the same as it is now, there | not taken any step when the Soviets had 
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going after the dissiden 
Chun is facing the 
to accede to the hardl а 
risk producing another martyr й 
Dae Jung, or drift as he has recently ‹ 
and risk facing a growing attack on. 
leadership. Both choices are unpalata 
The only alternative in the present sitt 
tion may be for Chun to strengthen 1 
power of the National Assembly, allo 
the authorised opposition to gain : 
political ground and credibility 





















































ceased hostile actions. "Only the. day b 
fore yesterday," Hu shot back, “a 
spy was arrested in Heilongjiang provin 
[bordering the Soviet Union]. In..19 
alone, 200 Soviet spies were arrested. Y: 
cannot call it a lack of Soviet activities 

Chinese dissatisfaction was also. dem: 
onstrated in the low-level treatment 
corded to Igor Rogachev, director of t 
Southeast Asia division of the Sov 
Foreign Ministry, when he recently. та 
a private visit to Peking. 

. Moscow, too, has broken its 
torium on propaganda attacks ag 
China, which had been in effect since: 
September. In a lengthy commentary. 
April 19, Izvestia criticised China for co: 
tinuing to make "political and propagan 
statements which are. unfriendly. to 
Soviet Union and which misrepresen 
policy of our country." It noted thal 
Chinese People’s Daily published s 
130 such articles every month. But 
Soviet media has also increased, thoi 
marginally, its attacks on China. +. 

On May 31, the Soviet army pa 
Krasnaya Zvezda chided China for r 
ing to engage in talks with. Vietnam : 
for opposing the idea of dialogue betw 
Asean, Laos and Vietnam. The pape 
criticised the Chinese arms aid.to th 
Khmer Rouge and its alleged pressure € 
Thailand to continue confrontation: 
Cambodia. But it stopped sh 
overt condemnation of Pekin 
up tension along the Cambodiz 
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The army launches an unexpected rainy-season 
offensive against Karen rebels on the border 


By Bertil Lintner 

Mae Sot, Thai-Burmese border: The ad- 
vent of the rainy season usually marks the 
end of the Burmese army’s yearly drives 
against rebel groups operating in the bor- 


| der areas. And most observers thought 


that after two major offensives against the 
insurgent Karen National Union (KNU) 
so far this year — in February and April — 
there would be a lull in the fighting until 
the next dry season. But the rains had 
barely begun when the sound of machine- 
gun fire, mortars and artillery could be 
heard once again near this Thai border 
town. 

During the first week of June the Bur- 
mese, rather unexpectedly, launched their 
biggest offensive in many years against 
Karen strongholds along the Moei river, 
which forms part of the border between 
Thailand and Burma. An estimated 700 
troops from the Taungoo-based 44th 


_ Light Infantry Division first besieged and 
_ bombarded the Karen-held checkpoint at 
_ Wangkha, a thriving smuggling centre 


Vital for the Karen rebel economy which is 
based on taxes levied on cross-border 
smuggling. Shortly afterwards, a 1,000- 
strong Burmese army column attacked 
Maw Pokay 40 miles to the north, believed 
to be site of a clandestine radio station 
which has been broadcasting anti-govern- 
ment propaganda twice weekly in Karen, 
Burmese and English. 

Local Thai police sources claim that one 
company of Burmese soldiers, about 100 


. men, crossed the river to the Thai side and 


tried to attack Maw Pokay from behind. 
They failed, however, and Thai troops 
were rushed to the spot to repel the in- 
truders and prevent the fighting from spil- 
ling over into Thai territory. 





the paper said, “fits in with the calculation 
of those who regard Southeast Asia as a 
target for their own arrogant designs." 
However, despite the continuing diver- 
ence over Cambodia, both sides seem to 
ave made significant, unpublicised ges- 
tures to each other. Soviet bloc sources 
say Moscow has communicated to Hanoi 
in detail all the Chinese proposals on 
Cambodia but has refused to engage in 
any discussion in the current stage. *Con- 
trary to what the Chinese claim, the Soviet 
Union is not opposed to discussing third 
country problems,” one source said. “The 
Soviets say the first task is to establish a 
framework of relations between the two 
countries — similar to the Chinese treaty 
of friendship with Japan and the Sino- 
American joint communiques [of Feb- 
ruary 1972 and August 1982]. The Soviet 
Union would not discuss Cambodia or Af- 
ghanistan as preconditions, but would 
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A wounded Karen solider, interviewed 
at a KNU field hospital near the border, 
said that the fighting had been heavy and 
lasted for several days. "The forest up 
there is still littered with corpses,” he said. 
"The Burmese had to withdraw after suf- 
fering heayy casualties." 

But the;situation was still very tense at 
the battlezone at Wangkha. A few 
hundred soldiers from the Karen elite 
corps, the 10151 Special Battalion, were 
nervously monitoring the movements of 
Burmese troops in the jungle-clad hills 
less than-four miles away. "They have 
been pounding us with 81 and 120mm 
mortars and 75mm recoilless rifles for al- 
most a week," commented Maj. Than 
Maung, the officer in charge of the 
Wangkha camp. Asked about the motives 
behind the campaign against the KNU, he 
mentioned the broadcasting station and 
Rangoon's desire to undermine the econ- 
omy of the Karen rebels. 


awe - : d > и? Podst "Ж 
Karen guerillas: heavy casualties. 





agree to include them in joint reviews of 
international issues after the normalisa- 
tion of relations,” 

Such a position holds out the possibility 
that Moscow may agree to a deal on Cam- 
bodia once Peking signs a joint declara- 
tion on the basis of Sino-Soviet relation- 
ship and ends the symbolic break caused 
by the non-renewal of the Sino-Soviet 
treaty of alliance in 1979. 

For its part, China seems to have ex- 
pressed understanding — at least in the 
Soviet view — of the Soviet use of the air 
and naval facilities in Vietnam. Observers 
have noted that China's pre-conditions for 
normalisation of relations with the Soviet 
Union do not include a demand for an end 
to the Soviet use of Cam Ranh Bay and 
Danang. One Chinese source explained 
this absence of demand on the subject by 
simply saying that those bases are not 
aimed at China. (In 1979-80 Peking fre- 
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count, The past few years have seen a 
change in the official Thai policy towards 
the Rangoon government and Burmese 
border affairs. Starting from the late 
1950s, Bangkok actually encouraged Bur- 
mese rebel groups to settle along Thai- 
land's western border in order to counter 
possible communist penetration and to 
prevent a link-up between the Burmese 
and Thai communist parties. 

Following the decline in communist in- 
surgency in Thailand and Bangkok's im- 
proved relations with both Peking and 
Rangoon, this policy now seems to belong 
to the past. On May 17, 1982, Col Somsak 
Srisupanadit, secretary to the officer in 
charge of the Thai-Burmese border, de- 
clared at a press briefing that "the sup- 
гете command of Thailand's armed 
forces has no policy of keeping Burmese 
minority groups or any other groups as 
‘border buffers'." Three months prior to 
that, a senior Interior Ministry official had 
urged foreign correspondents in Thailand 
not to attend a press conference called by 
the KNU, because "it might affect rela- 
tions between Thailand and Burma." 

"This was unprecedented," said a high- 
ranking KNU official in a statement a few 
days later. *Now we have to be more seri- 
ous in trying to be self-reliant." At about 
the same time, a dispute 
erupted betwen Thai 
businessmen at Mae Sot and 
the KNU. More than 100 
local textile merchants 
lodged a complaint with 
Thai military authorities 
over the alleged monopoly 
of trade in cloth апа gar- 
ments by Siam Friendship 
Investment Со. Ltd, a 
Bangkok-based textile com- 
pany. They also called on 
the authorities to ban all 
types of goods passing 
through the checkpoints 
into areas controlled by the 
KNU if the monopoly was 








quently criticised the Soviet Union for 
threatening China’s security by its use of 
Cam Ranh Bay.) , 

Another Chinese source said it was not 
necessary to raise the issue of Cam Ranh 
Bay at this stage, The source implied that 
if the Soviets could be persuaded to with- 
draw support of the Vietnamese presence 
in Cambodia, the Vietnamese may not 
continue to give the military facilities to 
Moscow. 

However, asked about the reason for 
China's apparent lack of concern. over 
Cam Ranh Bay, the Soviet bloc sources 
said: "During the first round of [Sino- 
Soviet] consultations in October the 
Chinese told the Soviets that they under- 
stand the reason for their use of Cam 
Ranh Bay fe counter the US bases in the 
Philippines] and that once the Cambodian 
issue was solved, China could accept some 
Soviet military presence in Vietnam.” 
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tually settled, but the stiff ci 
trading concessions with the Karens 
tinues and it has undoubtedly caused fric- 
tion between the local Thai population 
and Karen rebels in the area. ' 

Increased insecurity along the Мое 
river, the rising cost of Thai goods and an 
unfavourable exchange rate at the border 
have also caused Burma's black-mar- 
keteers to look for alternative ways of 
buying contraband than through Mae Sot. 
"More and more goods are now coming by 
ship from Penang and Singapore, and this 
has had an adverse effect on the local 
economy," claimed one Chinese mer- 
chant in Mae Sot. “Five years ago, as 
many as 50 trucks a day used to come up 
from Bangkok laden with all sorts of 
goods. Today:it’s only 10.” 






he living standard in Mae Sot may still 

be higher than many places elsewhere in 
Thailand, but the heyday of the mid-1970s 
has definitely gone. For the Karens, this 
has meant not only less tax and a tighter 
budget, but also a tenser relationship with 
the Thai population in the border areas, 
who tend to blame the worsening condi- 
tions on the Karen insurgents. Today, 
many border Thais are clearly hostile 
when they comment on the KNU, some- 
thing which was unthinkable only a few 
years ago. 

It appears that Burmese authorities 
have taken advantage of this and given 
fuel to the fires by encouraging rumour- 
mongering aimed at discrediting the KNU 
leaders. In January this year, an interna- 
tional newsagency dispatched a story by 
its Rangoon correspondent describing 
Karen president Gen. Bo Mya — a devout 
Christian and a member of the puritanical 
Seventh Day. Adventist church — as “a 
ruthless warlord with a huge appetite for 
material wealth, high living and physical 
pleasures." 

Vulgar and unsophisticated as they may 
seem, rumours like these have neverthe- 
less found many believers among the local 
population in and around Mae Sot, who 
have colourful and imaginative stories to 
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border could be a reason why the Karens 


moves, unprecedented in the history of 
their decades-long insurrection. Last Sep- 
tember, a batch of Karen commandos 
staged a grenade attack inside Rangoon, 
apparently trying to blow up Burma’s 
main radio station and a police outpost. 

An even more astonishing operation 
was a Karen breakthrough to the Pegu 
Yoma mountain range in February. An 
estimated 200-300 Karen’ rebels, along 
with elephants carrying supplies sufficient 
to last for more than a month, crossed the 
Irrawaddy plain near Nyaunglebin. They 
ran into a local army until’ on patrol, fight- 
ing erupted and Burmese military au- 
thorities reacted with a swiftness never 
seen before on Burma's jungle battle- 
front: six battalions were mobilised within 
24 hours and they moved into the Pegu 
Yoma, supported by tanks. Not surpris- 
ingly. most of the Karen rebels were 
wiped out, but a high-ranking Karen of- 
ficer admitted to the REVIEW that some of 
them are still holding out, though they are 
short of food and unable to re-establish 
links with the main KNU force near the 
Thai border. 

The actual reason behind the KNU's 
mission into the Pegu Yoma remains 
obscure and a matter for speculation. 
When the news came out, diplomatic ob- 
servers in Rangoon were first inclined to 
believe that some kind of understanding 
could have been reached with the Burma 
Communist Party (BCP), which used to 
have the Pegu Yoma as its base area until 
the mid-1970s when it was finally driven 
out by government troops. 

The possibility of unorthodox moves by 
the Karen rebels in the near future 
should not. be totally ruled out, military 
analysts argue. "With the 44th Light In- 
fantry Division breathing down their 
necks and the situation along the border 
not what it used to be, nobody can predict 
what the Karens are up to in the end," 
noted one local observer. 
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This claim has not been verified by any au- 
thoritative Chinese source. But if true, it 
could be more of an incentive to Moscow 
to get a settlement of the Cambodia ques- 
tion than a real Chinese acceptance of a 
Soviet military presence in Indochina. 
Despite the deadlock over the Cam- 
bodia problem as well as other Chinese 
preconditions, such a$ withdrawal of 
Soviet troops from Afghanistan and from 
the Sino-Soviet and Sino-Mongolian bor- 
ders, both sides seem willing to take steps 
to improve the atmosphere. According to 
official Japanese sources, China and the 
Soviet Union may soon open consulates in 
Leningrad and Shanghai. While reopen- 
ing of the Soviet consulate in Shanghai 
(closed since 1962) would be appropriate 
for expanding trade, a Chinese consulate 
in Leningrad would not have much practi- 
cal significance other than prestige. How- 
ever, the report of a forthcoming consular 
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agreement is more significant as indicative 
of continuing Sino-Soviet contacts outside 
the framework of formal talks. 

East European sources say that on top 
of the recently concluded student ex- 
change programme, under which 10 stu- 
dents from each country would study in 
the other, the China-Soviet Union 
friendship societies of both countries may 
soon exchange visits. The Chinese willing- 
ness to develop economic and political ties 
with Soviet. bloc countries in Eastern 
Europe is also seen as encouraging. “Itisa 
complex thing,” said a Soviet bloc source. 
“While there is unmistakably an anti- 
Soviet motivation in the Chinese drive in 
Eastern Europe, it is also engaging China 
more and more in the socialist bloc. Mos- 
cow would like to curb the anti-Soviet 
thrust of the Chinese while encouraging a 
closer involvement with the socialist coun- 
tries." : 


ing conditions along the Thai |. 


during the past year have made two bold | | 
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Liao: an adventurous carter. | — 


Loss of a 1 
mediator 


The man who spearheaded a 
Peking’s links with Tokyo and 
the Overseas Chinese dies — 


د 

By David Bonavia e 
Peking: With the death of Liao Chengzhi,” 
China's top authority on Sino-Japanese _ 
relations and Overseas Chinese affairs, ~ 
the leadership has lost one of its most — 
talented and vigorous spokesmen. In ad- __ 
dition, a new candidate must be chosen for ~ 
the post of vice-president, which Liao was 
expected to receive from the hands of the — E 
sixth National People's Congress meeting __ 
here this month. Liao, aged 75, had an ex- — 
tremely adventurous career. Born in | 
Japan and initially educated at a Roman __ 
Catholic primary school there, he was a 
precocious leftwing agitator. As а young ~ 
man he signed on as a seaman.to visit — 
Western’ Europe, and was deported from _ 
Germany, taking in the Soviet Union on — 
his way home. : b 

His father, Liao Zhongkai, an intimate — 
of Sun Yat-sen, was a leftist who was as- __ 
sassinated in mysterious circumstances in __ 
1925. His mother, He Xiangning. was one = 
of thé most influential women in the left- 7 
wing of the Kuomintang (КМТ), who ~ 
stayed behind to work with the com- — 
munists after Chiang Kai-shek's flight to ~ 
Taiwan in 1949. She personally intervened - 
with Chiang in 1932 when the КМТ ar- _ 
rested her son. Liao studied at Tokyo's __ 
Waseda University but was expelled in — 
1928 for political activity unappreciated — 
by the imperial Japanese Government. m 

Liao had a talent for getting himself __ 
locked up. Even on the Long Marchin ~ 
1934-35 he was put under detention by и 
Mao Zedong's erstwhile ally Zhang —— 


Guotao. At Yan'an, the communists' war- — — 


time base, he carried on press and prop- 
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man.to woo the Overseas Chinese from 
1978 on, when the Peking leadership 
began its united-front policy and switched 
on the charm with regard to the people of 
Hongkong and Macau. 

Liao was given only 
sibilities in the process. of 
t Taiwan to join a new po- 
tion with the mainland — 
ie he was more orientated 
southern province of 
le most people in Taiwan 









mmunist victory in 1949, Liao held 
wn a staggering number of jobs. He was 
in the global peace movement 

orted until it acquired 
in youth: affairs and 
hip. He also took on 


















| before they established full 
omatic relations); Overseas Chinese 
s, and Red Cross activity. He travel- 
dely in Europe and Asia. . : 
‘Liao’s direct knowledge of Overseas 
hinese affairs was limited to the Chinese 
Japan and Hongkong, for he never 
ved in any of the Southeast Asian coun- 
s with Chinese minorities. However, in 
е 1960s he was closely involved in the.re- 
ttlement of Overseas Chinese — mainly 
om Indonesia and South Vietnam — 
ho had’ returned to the motherland to 
void persecution. The réturned Overseas 
hinese were very badly treated during 
the Cultural Revolution, and to have links 
ith them was. near-fatal. Liao was de- 
inced as a revisionist іп 1967 and disap- 
eared for some four years. Re-emerging 
1971, he resumed his activity in Sino-Ja- 
anese friendship work and accompanied 















ith marks the imminent end of 
He was a:product of the republican 
period in China, when the hopes of many 
leftist eetuals were pinned on a 
KMT- unist alliance. The fact that 
Peking has offered Taipei yet another 
period of such *collaboration" is a sign of 
staleness of thought, which will persist as 
long as younger men are not promoted to 
top jobs within China. 

For Liao to:have been vice-president 
would have been good for China's image 
among the Chinese of Hongkong and 
Southeast Asia, to say nothing of the Ja- 
panese. But the Overseas Chinese are 
mostly committed to the countries where 
they have settled, and are perfectly well 








































ALAYSIA 


,üasting a wider net 
tv 0-day conference of Muslims determines to expand 
assistance in the region for pilgrimages to Mecca 


К. Das | 
Kuala Lumpur: The two-day general as- 
sembly of the Regional Islamic Da’ Wah 
Council of Southeast Asia and the Pacific 
ended here on June 5 with delegates re- 
solving to expand subsidised assistance to 
pilgrims to Mecca from Muslim minority 
munities in such places as: Fiji, New 
Caledonia, New-Guinea and Macau: The 
Malaysian Government agreed to the mis- 

пагу council’s request. that» Muslims 
rom Japan, South Korea, Hongkong and 
iwan should be included in what is es- 
ntially a Malaysian scheme. Muslims 
Australia. and New Zealand are al- 
ready benefiting from the plan, and the 
Maysian. Airline System (MAS) has 
_been asked to provide special fares for 
those travelling from Tokyo, Hongkong, 
. Taiwan and Seoul as well-as from Austra- 


of the 25,000 Malaysians who will 
the Haj in August. 

The programme, which began last year 
and helped some 115 Muslims from the 
Pacific region, is. expected to assist more 
than twice that number this year. The re- 
duced cost will be subsidised by MAS, 
which normally charges  М$4,052 
(US$1.754) for return flights to Jeddah 
alone. The cost of the Haj charter flight 
will be nearer ta M$2,100. 

The Malaysian Pilgrimage Fund Board 
will also play an important part in provid- 
ing medical facilities by engaging doctors 
and other medical personnel to function in 
Saudi Arabia. This year there will be more 
than 171 medical personnel and 99 welfare 
workers. Despite the assistance supplied 
last year, more than 375 people, most of 
them very old, died during the pilgrimage. 
"The number of casualties, however, was 
fewer than tlie 455 a year earlier. : 

. Pilgrims from the areas covered by th 

council will receive all the facilities that 
are offered to Malaysian pilgrims by the 
board. This includes free accommodation 


go on 










The total cost of a month-long pilgrim- 
age, including air fares; accommodation; 

medical assistance and guide facilities will 
be about US$2,500 for pilgrims travelling 
from as far away as New Zealand — virtu-. 
ally the same amount that it will cost each 















| been sometimes an asset, but more often a 





































y the vague wor gt 
ao (Overseas Chinese) have 





The Huaqi 


liability, to Peking. Hongkong’s people 
are called: “tongbao” (compatriots): by 
mainland officials, but the vast majority 
have по desire for. mainland-style 
socialism. Although Liao tried to reassure 
them, they know that they are an expen- 
sive bride for China, and if old-fashioned 
communist. Chinese politicians want the 
marriage, they will have to pay dearly for 
it. " 





» Mary Lee writes from Hongkong: In 
terms: of Hongkong's uncertain future, 
Liao’s death arguably creates- a big gap in 
the Chinese leadership's understanding of 
the territory, which some say is already 
too patchy. It was Liao who filtered most 
information — gleaned from Hongkong 
delegations visiting Peking — to the lead- 
ers. Despite his close relationship with 
many Hongkong people and his familiar- 
ity with the territory, however, many com- 
patriots who Liao had met apparently did 
not speak honestly about fears regarding 
China’s future exercise of sovereignty. It 
is thus uncertain whether the death of the 
only ranking Chinese official who had any 
real knowledge of, and feeling for, Hong- 
kong would affect Peking’s ability to reach 
a solution which will maintain the territ- 
ory’s prosperity and stability. 





in Kuala Lumpur before the charter flight 
leaves for Jeddah. In Saudi Arabia itself 
there will be no charge made for medical 
expenses, including those for major oper- 
ations. 

According to the council's director of 
information; Fadullah Wilmot, most Mus- 
lims in the region, in the short space of two 
years since the formation of the council, 
look upon Kuala Lumpur as a logical stag- 
ing post in the annual pilgrimage. In the 
past, pilgrims Бауе усту often got lost in 
the Holy Land, where. last усаг alone 
some 2 million overseas Muslims congre- 
gated for the Haj. He said that the actual 
cost to the pilgrims, particularly those 
travelling. from. places such as New 
Caledonia and: Papua New Guinea, would 
be reduced by as much as 50%. 

Another advantage is that MAS charter 
flights will fand at a special terminal in 
Jeddah and the pilgrims will be met by 
Malaysian officials. and medical staff. 
These-officials will also be available in 


i Mecca, Mina, Arafah and Medina, which 


most pilgrims visit. Extra facilities made 
by the council and the pilgrims fund board 
will be arrangements for them to visit their 
families after the Нај in the Middle East, 
India, Pakistan, Afghanistan, Turkey, бп 
Lanka and even Europe before returning 
to Kuala Lumpur, from where they will be 
taken home by MAS charter flights. 

The whole programme, which is only 






| part of the regional council’s activities, ac- 
|. cording to Fazal Khan of the Fiji Muslim 


League, has had the effect of doubling the 









Computer output 
~уегуопе can s^e 


with General Electric (U.S.A.)* 
Professional Large Screen 
Video Projection 


With General Electric's (U.S.A) exclusive system for bright, 
sharp, professional-quality pictures, up to 25 feet wide, 
General Electric (U.S.A) Professional Large Screen Video 
Projectors are making presentations more dramatic, more 
productive, and more convenient. 

Whether videotape, live transmission, TV programming or 
data direct from your computer, the pictures projected can 
be seen by everyone in the room, all at once, even when 
room lighting is provided so viewers can take notes and 
refer to written material. 

The color projectors show every viewer the same accurate 
color reproduction. An exclusive General Electric (U.S.A) 
system registers the colors for you, eliminating time- 
consuming manual.adjustments. 

Portable and flexible, General Electric (U.S.A) projectors 
are being used in a great variety of applications, including 
both rear and front projection. Ask our applications experts 
whether yours can be added to the growing list, which 
includes 


Education: Medical, dental, engineering, computer science 
instruction. 
Business: Sales meetings, industrial training, product 
presentations, real-time display of computer-generated data, 
teleconferences. 
Aerospace and Defense: Situation displays, simulator 
training. 
Entertainment: Theatre television, closed-circuit TV events, 
overflow crowds, special effects. 
Television Production: Backgrounds for news programs, 
special effects, data display, program previewing. 

Call or write: General Electric Company, Projection Display 


Products Operation, Electronics Park 6-206, Syracuse, NY 
13221. Phone: (315) 456-2152. TWX 710-541-0498 





IN THE BOARD ROOM at Mellon Bank, N.A., General Electric 
(U.S.A) projector displays data for board review and discussion. 


*Not connected with the English company of a similar name 
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IN ENGINEERING: General Electric (U.S.A) projector displays 
computer-assisted design for Engineering Society of Detroit seminar. 


AMENOMENT |-ON РАСЕ 
LINE 19 IN TITLE 
COLON 


s 

STATUTE: 

ILLEGAL TYING ARRANCE~ 
MENTS. 





IN GOVERNMENT: General Electric (U.S.A) projector displays 
amendment for Florida State Senate to inspect before voting 
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‘number of Fijian Muslim: 
grimage. “It should have 






quadn 


the 140-knot hurricanes in March this year - 


virtually wiped out the sugar-cane farms 
of dozens of would-be pilgrims. However, 
we expect the number to grow next year," 
he said, 

The New Caledonian Muslims, who 
number 12,000, have a peculiar problem 
which was solved last year by the missio- 
nary council. Half the Muslims there are 
descendants of former Algerian convicts 
transported by the French in the 1870s for 
alleged rebellion. The other half are In- 
donesian Malays. who went there as mine 
workers. Because of the language pro- 
blem, according to Fadullah Wilmot, the 
two communities were not functioning as 
an ummah (Muslim community). The 
council solved the problem by sending 
Fikri bin Tuan Mohammad, a Cambodian 
refugee who arrived in Malaysia after the 
fall of Phnom Penh and was sent.to Saudi 
Arabia on a scholarship to study Islam. 
Fikri, also a Malay and French speaker, is 









7 thout creating prob- 
lems in Malaysia-Philippines relations. 
Similar problems were encountered with 
an organisation called the Foundation of 
the Islamic Centre of Thailand. The coun- 
cil decided “it was felt that it would be pre- 
ferable for this organisation to be ac- 
cepted for associate membership." 


Rios with Thailand, the Philip- 
pines and Burma are said to have con- 
tinued to be bothersome. Council mem- 
bers were anxious not to upset the three 
governments while each had conflicts with 
Muslim communities, though the Thai 



















now’ the liaison man working in New 
Caledonia to get the Arabs and Malays to- 
gether. 


The number of Muslims living in the re- 
gion covered by the council is estimated to 
be around 180 million, the vast majority of 


' whom live in Indonesia. According to 


council officials, the figure does not in- 
clude China because available statistics 
are questionable. China's own estimate is 
that there are 13 million Muslims in the 
country. 

China itself is nota member of the coun- 
cil because the council will not accept 
Chinese requests that Taiwan be expelled 
from its membership. 

The two-day conference in Kuala Lum- 
pur also decided that applications by cer- 
tain regional organisations for member- 
ship be denied for the moment. One of 
them was an organisation called Al- 
Mokhliso Fil-Islam Philippines. It is not 
clear what the organisation stands for and 
who it represents. Council officials, how- 
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Government appears to have had more 
success than the others in reducing the 
conflict in the southern provinces, where 
Muslim separatists have been active for al- 
most four decades. 

Officials also said that given the num- 
bers in the Philippines, Thailand and 
Burma — respectively 6 million, 4 million 
and 5 million Muslims — they were reluc- 
tant to publicise the subsidised pilgrimage 
programme, Nevertheless, individual ap- 
plications from these countries are enter- 
tained. A great concern was that Indone- 
sian pilgrims might look to the Malaysian 
programme and try to apply to travel 
through Kuala Lumpur. This year alone, 
70,000 Indonesians are expected to go on 
the Haj on the Indonesian programme. 

According to official figures, one in 240 
Malaysian Muslims will go on the Haj this 
year compared to one in 2,000 from In- 
donesia. The number from the region as a 
whole is estimated to be one in 1,800. 

The proportion of Muslims who go on 








Whee Gel FOS sS 
m Asia compared to 

e East, according to the council, 

for economic reasons. If the In- 





donesian pilgrims numbered the same 
proportion as those of Malaysia, the Asian 
figures would be extremely high. At the 
moment, Turkish pilgrims, for example, 
outnumber virtually everyone else in 
proportion to population simply because 
of the low cost involved. 


While the council concentrated on 


solving practical problems for the Mus- 


lims; the general assembly also arranged 
for preachers and speakers to be sent to 
minority communities throughout the re- 
gion. Scholarships were also awarded to 
students’ from Fiji, Hongkong and the 
Philippines. 

Unlike the inaugural meeting in 1980, 


which! was marked by strong criticism of 


fanatical Muslims by the Malaysian 
monarch, the Yang di-Pertuan Agong, 
and the chairman of the conference, the 
present chief minister of Sarawak, Datuk 


Taib Mahmood; who attacked fanatical 


Muslims for damaging the image of Islam, 
this year Prime Minister Datuk Seri 
Mahathir Mohamad opened the confer- 
ence by criticising the Western media for 
their biased reporting of Islamic affairs. 
While the president of the council, former 
prime minister Tunku Abdul Rahman, 
who inspired the council's formation al- 
most 15 years ago, emphasised that 
Malaysia was not an Islamic state and 
should not become one, Mahathir raised 
questions about the alleged danger to the 
rights of non-Muslims in a state which 
"fostered an Islamic way of life." He said: 
"The Islamic system really guarantees the 
protection of the rights of minorities. 
Islam, since the days of Prophet Muham- 
mad, has recognised non-Muslims as an 
ummah, or community, on par with the 
Muslim community, with the full rights to 
realise themselves according to their own 
legacy and genius . . . The Jews, Christ- 
ians, Zoroastrians, Hindus and Buddhists 
were included in the Islamic state as um- 
mahs on par with the ummah of the Mus- 
lims. The Islamic system was their guaran- 
tor and protector, whose duty, as defined 
by its own constitution, was to enable each 
group to live in accordance with its own re- 
ligion, society and culture, and to per- 
petuate itself through generations in per- 
fect freedom." 

While Mahathir thus questioned, if in- 
directly, the position taken by the tunku 
about an Islamic state in Malaysia on the 
grounds that it would pose no dangers, his 
claim that the Islamic system would 
guarantee the flourishing of other reli- 
gions and cultures was not very convincing 
in a country where permission has been 
denied to build a Chinese-language uni- 
versity and where Islam functions as the 
sole official religon. Nevertheless, accord- 
ing to council officials, the prime minis- 
ter's remarks were meant to reassure the 
non-Muslims that the development of Is- 
lamic institutions such as the Islamic bank 
and the International Islamic University, 
both opening next month, should not be 
m as threats to a non-Muslim way d 
ife. 
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George Schaller’s Rolex is superbly equipped 
to survive. 


The destruction of natural 
habitats and extermination of 
species are irrevocably chang- 
ing the nature oflife on earth. 

Thousands of plants and 
animal species are currently | 
threatened with extinction be- 
cause of the ravages of man. 

George Schaller, Director of 
the New York Zoological Soci- 
ety Animal Research and Con- 
servation Centre, has dedicated 
himself to halting and even 
reversing this sad and thought- 
less destruction. 

Schaller and his colleagues 
spend much of their lives in 
some of the most rugged and 
inhospitable places on earth to 
study these species in their 
habitat. 

The Zaire Mountain Gorilla, 
the Indian Tiger the Snow Leopard of the 
Himalayas, and the Brazilian Jaguar are some of the 
endangered animals which have come under 
Schaller’s close scrutiny. 

The results of such studies are presented to 
local governments and are then used as a basis for 
realistic conservation measures. 

It is a source of great satisfaction to Schaller that 
his Centre has been responsible for helping to 
create and establish nearly fifty national parks and 
reserves around the world. 
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At present, Schaller is in- 
volved in what may be the 
biggest ecological challenge in 
his life. 

In collaboration with a team 
of Chinese scientists in the 
Sichuan Province, he is working 
to save the Giant Panda from 
extinction. 

“By saving the panda, we do 
more than preserve a species, 
for we also express a loyalty to 
the earth, which. . . is the only 
home we shall ever know,” says 
Schaller. 

It is estimated that now only 
1,000 Pandas still survive in 
the wild. 

So Schaller and his Chinese 
colleagues know that they must 
find answers quickly. And as 
always, time is of the essence. 

For Schaller, that time is measured by Rolex. 

“My watch must be absolutely reliable,” says 
Schaller. “When I’m in the wilderness for months or 
years, | must have a watch which is totally reliable 
. . . because it is vital that animal observations are 
recorded accurately. 

“My Rolex has never let me down, even in the 
extremes of climates and adverse conditions." 

George Schaller is doing all he can to help the 
animals of this planet survive. W 


His Rolex needs no help at all. 
ROLEX 


of Geneva 
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ist Chronometer, Available in 18ct. gold, steel and gold combination or stainless steel, with matching bracelet. 











Located 
close to busy 
Orchard Road, 
the York’s 
proximity to 


and conferences 
are available. 
And even a health 
club complete 
with a sauna. 
Singapore’s In-hotel dining 
central isa gourmet’s 
shopping district and lively pleasure. Here you'll find 
entertainment makes it an authentic Italian and Japanese 
exciting place to be. cuisine. And the pooldeck cafe 

Tastefully furnished rooms апа a coffeehouse offer both 
which range from split-level ^ western and local delights. 
cabanas to spacious suites Well located, the York 
provide comfort in style. makes your stay in Singapore 
Function rooms for seminars рше delight. 


On holiday or business, 
the York treats you right. 





York Hotel 
The York Treats You Right. 


21 Mount Elizabeth, Singapore 0922. 
Telex: RS 21683 YOTEL. Cable: YORKHOTEL. 


GOODWOOD PARK * YORK HOTEL e 
MING COURT * LADYHILL * HOTEL MALAYSIA. 
Resenutions Worldwide: «la © Golden Tulip Hotels. Australia and Japan 


Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel Booking Service. Jakarta: Sahid Jaya Sales Office 
Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline 





WWF Kojo Tanaka BCL 


The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves – Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money – your money. 

Please send contributions to the WW'F 
National Organisation in your country or direct to. 


WWF International, 1196 Gland, 
Switzerland. 
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Through significant advances in aircraft engine technology, the Energy Efficient Engine ! Е?) 
project co-directed by General Electric and NASA— is exceeding all obiectives and has brought 
the future closer by several years Test results at GE are demonstrating that the Е? is successfully 
providing an advanced technology base «ome of which is already being incorpe rated into 
development and production engines And, more importantly, this technology can be applied to 
future gas turbine engines, starting now. 

Fuel consumption tests alone clearly indicate just how great an impact E? will have on aviation 
The advanced GE technology in the E? engine shows it can reduce fuel consumption by at least 8% 
compared to todays most efficient turbofan. Fora typical major airline, this © ould mean annual fuel 
savings of $11 million. And that's just the beginning 

In every area of technology, this E? engine 15 а model of innovation For example lightweight 
blade containment, full authority digital electronic control (FADEC), a low emisstons 
combustor, and advanced cooling techniques These and many more features in Е? are bringing 
the future of aircraft engines closer. In an industry where every minute counts, General Electric is 
helping to make time fly in the right direction 
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< CPT defectors; Somphong: highlighting the problems of the people. 


The guerillas’ pen pal 


A district officer from the northeast writes to the media about 
the plight of former communists struggling to survive 


By John McBeth 

Yasothon: Several weeks ago, the 
Loeng Nok Tha district officer, Somphong 
Matrat, penned a letter to the mass-cir- 
culation Thai Rath newspaper in which 
he expressed serious concern over the wel- 
fare of former communist guerillas and 
their families who defected to the govern- 
ment last year and are now eking out a liv- 
ing in jungle terrain in the district. 

“This group is incapable of fully helping 
themselves, and there are still many prob- 
lems over the lands given them by the au- 
thorities,” he wrote. “In the early stages 
[of a rehabilitation programme], the au- 
thorities provided food and clothing as 
aid, but they [the former guerillas] are as 
poor as before. The district chief has been 
unable to meet their needs because there 
is no budget allocated in any way for their 
immediate welfare. This makes the group 
feel that officials are not sincerely going to 
help them build a new life in society.” 

The group he was referring to comprises 
250 armed insurgents and 750 dependents 
who gave themselves up to the govern- 
ment in nearby Mukdahan province last 
December 1. It was the largest mass defec- 
tion since the Communist Party of Thai- 
land (CPT) began falling apart three years 
ago. The much-publicised surrender cere- 
mony in the small village of Bark rep- 
resented the total collapse of the CPT's 
zone 444, a so-called work area straddling 
the Mukdahan, Yasothon, Ubon Ratch- 
athani and Nakhon Phanom provincial 
borders (REVIEW, Dec. 10, '82). 

The plight of the returnees underscores 
similar problems facing defectors further 
to the north in Sakhon Nakhon province 
(REVIEW, May 12), though in a series 
of interviews none of the former Zone 444 
dissidents talked about returning to armed 
struggle, and many demonstrated an 
understanding of the financial difficulties 
involved. 


FAR EASTERN ECONOMIC REVIEW e JUNE 23, 1983 





One encouraging development in an 
otherwise gloomy situation has been the 
official reaction to Somphong's unsoli- 
cited letter. Not so many years ago, the 
letter would have earned the district of- 
ficer a stiff reprimand and a transfer to 
another post. But those days are appa- 
rently over, in keeping with the govern- 
ment's new emphasis on political rather 
than military action in dealing with inter- 
nal dissent. The 42-year-old official, 
round-faced and with a ready smile, was 
complimented on the letter by his 
superiors. Better still, the letter acceler- 
ated a pioneer project under which gov- 
ernment agencies are to clear and develop 
1,375-1,800 acres of forest reserve at the 
foot of Phou Lum Glang, à hill and former 
communist sanctuary about 25 miles 
southeast of the Loeng Nok Tha district 
town. 


t will be the first time the Bangkok ad- 

ministration has financed a scheme to 
settle the communist defectors. In this 
case most of them are farmers who disap- 
peared to fight in the jungle in the 1960s. 
There is still no word on how much will be 
spent, but local officials describe the 
scheme as a priority undertaking and say it 
will involve the Internal Security Opera- 
tions Command (ISOC), the Ministry of 
Interior as well as the irrigation, forestry 
and land-reform departments of the Ag- 
riculture Ministry. 

Somphong, a native of the northeastern 
province of Kalasin, said he did not write 
the letter in response to any specific com- 
plaints from the defectors, known in of- 
ficialese as "individuals united in Thai 
development." He said: "We determined 
that they were in a precarious position 
and, though there have been no questions 
raised about the government's sincerity, 
we wanted to point out the conditions that 


exist." In Thai Rath and also in the weekly 
Thai-language magazine Siam Mai, the 
district officerdescribed those conditions 
as “pitiful” and warned that the situation 
would get even worse during the forth- 
coming wet season. 

Fewer than 50 of the 1,000 defectors are 
currently living at Phou Lum Glang, still 
little more than a clearing they themselves 
carved out of heavy jungle 15 years ago to 
grow subsistence crops. The rest are stay- 
ing with relatives and friends in more ac- 
cessible villages, where they have been 
since they left the CPT fold and where 
they will remain until sufficient land has 
been cleared for cultivation. 

Somphong said that while the defectors 
have been patient and are aware of the 
budgetary constraints, it is important that 
the development programme gets under 
way as soon as possible. He claimed that 
agents of the Laos-based Pak Mai (New 
Party), a faction which split from the CPT 
in the late 1970s, have been in contact with 
many of the defectors. “It may not have 
much influence now,” he told the 
REVIEW, “but I am worried about Pak 
Mai. We must hurry up and clear up the 
problems. The longer we leave it, the 
more their influence will spread.” 

Under an agreement negotiated with 
Zone 444 general secretary Sawat 
Mahisaya, the government is committed 
to providing food and other vital aid to the 
families already settled at Phou Lum 
Glang until December this year. But apart 
from private donations offered after Som- 
phong's letter was published, the only aid 
forthcoming has been from the ISOC 
through the 2nd Army Region Command, 
and the defectors are clearly worried whe- 
ther they will find their economic feet by 
the time the government's aid commit- 
ment runs out at the end of the year. 

Tieng Daengbood, the youthful leader 
of the defectors and a former communist 
party member, said the families only 
moved on to the land in March and a great 
deal still has to be done. “We feel we have 
been warmly treated by the government," 
he said in an interview, “Би! we still de- 
pend a lot on it for help, and if a month 
went by without any assistance we would 
not have anything to eat. The first thing 
we have to do is feed ourselves, and we 
don't know if we can do it in a year." 
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Former Communist Party of Thailand guerillas are slowly settling 


into their new lives as farmers with the government's help 


Phou Lum Glang: Perched on a log in 
this'erude jungle encampment, former 
Communist Party of Thailand (CPT) 
guerilla Tieng Daengbood looked around 
him and remarked: “The living condi- 
tions here are not much different than 
before, but the big difference is we are 
now staying in one place and trying to de- 
velop it." 

‘Lying not far from the Mekong river, 
Phou Lum Glang can only be reached 
along a narrow, dry-weather track that 
climbs over a sheet-rock plateau and de- 
scends through the tight entrance of en- 
croaching jungle. The CPT never main- 
tained a permanent presence here during 
their 17 years of armed struggle, but after 
hacking out an 18-acre clearing in the late 
1960s, the party used it as one of several 
food-growing areas for the 500 or so 
armed insurgents who once operated in 


the lower mountain chain of Thailand's | 


northeast. 

The government now plans to expand 
the small cultivated patch into a resettle- 
ment area for 1,000 former insurgents and 
their dependents — the first time funds 
have been specifically alloted for that pur- 
pose on such a large scale. An estimated 
200 families will each eventually be given 
6.8 acres, once the forest has been felled 
and work 15 completed on a properly con- 
stituted village. For the moment, how- 
ever, it seems a far-off dream for Tieng 
and the 28 families who can now be called 








permanent residents of Phou Lum Glang. 
They live much as they did during their 
outlaw days, in a collection of thatched 
shelters shaded by soaring trees and co- 
vered in parts by sheets of blue and olive- 
drab plastic. Nearby, a 40-man army unit 
provides protection and, judging by the 
easy-going relationship that has de- 
veloped, a warm degree of friendship. 


Es Nok Tha district officer Som- 
phong Matrat is a regular visitor to the 
encampment despite the difficult access, de- 
livering donations of food, clothing, medi- 
cal supplies and kitchen utensils, and 
bringing news of what further assistance 
they can expect. He is obviously a man 
they hold in high esteem: in one hut, his 
framed photograph appears though re- 
spectfully lower than the colour portraits 
of Thailand's royal family which are also 
proudly displayed. 

Fire-blackened tree trunks still rise 
from the adjoining clearing where the 
pioneering families have planted corn, 
rice, tapioca and pumpkins in their efforts 
to become self-reliant. Government rice 
supplies did not arrive in May, they said, 
and that alone has emphasised how tenu- 
ous their situation is likely to remain. 

Others have been fortunate. For the 
first time since he surrendered in July 
1982, 39-year-old Vichien Sookchai is 
reunited with some of his former jungle 
comrades at Phou Lum Glang. Because he 


Death of a soldier-diplomat 


A tragic helicopter crash creates a major setback 


Bangkok: The death in a helicopter crash 
of the 2nd Army Region's three top 
counter-insurgency specialists has come 
as a blow to the Thai army's communist 
defection programme in the northeast. 
Deputy regional commander Maj.-Gen. 
Lert Kanittanaka a classmate of 
army commander-in-chief Gen. Arthit 
Kamlang-ek — and deputy chiefs of staff 
Col Sa-Ngiam Rattanasimakorn and Col 
Charuay Nimdit were among 11 military 
and civilian officials killed when their craft 
exploded in flight near the central plains 
province capital of Nakhon Ratchasima 
on June 8. 

The party was on its way to Phou Lum 
Glang in northeastern Yasothon pro- 
vince, a proposed resettlement area for 
Communist Party of Thailand (CPT) de- 
fectors. Others who died in the crash in- 
cluded Agriculture Ministry deputy 
under-secretary Kangwal Thephasdin na 
Ayutthaya and the Forestry Depart- 





for the Thai army's communist defection programme 


ment's deputy director-general Sompern 
Kittinant. 

Sa-Ngiam, à 25-year army veteran who 
was born in the Lao capital of Vientiane 
and grew up in Thailand's Udon Thani 
province, was particularly respected for 
his role in negotiating a series of mass CPT 
defections fhat have effectively broken 
the back of the party structure in the 
northeast. The 52-year-old officer was a 
Class 5 (1958) graduate of Chulachon- 
khlao Military Academy, who counted 
among his classmates the current director 
of the Army Operations Centre, Maj.- 
Gen. Suchinda Kraprayoon, and Ist 
Army chief of staff Maj.-Gen. Wanchai 
Ruengtrakoon. 

Sa-Ngiam is credited with personally 
persuading more than 2,000 insurgents to 
surrender under the umbrella of a govern- 
ment amnesty programme instituted at a 
time when internal'conflicts were splitting 
the CPT. Perhaps his greatest triumph was 








guerilla medical worker was not eligible 
for government assistance, but he did 
have his mother's farm to go back to in the 
small village of Na Rai Yai. His father, a 
member of the CPT's Zone 666 provincial 
committee well to the west, did come out 
with Mukdahan province defectors. He 
was visiting the area at the time the surren- 
der negotiations were reaching a conclu- 
sion, and he decided then to join the 
exodus. 

Vichien spent three years in Hanoi 
undergoing medical training and only re- 
turned to Thailand shortly after the Viet- 
namese invaded Cambodia — an event 
which precipitated a political crisis in the 
CPT and led to its expulsion from base 
camps in Laos. He said the military has 
promised to provide additional instruction 
for former insurgent doctors to enable 
them to practise medicine legitimately. 
Whether that is the course he will take is 
uncertain, but looking out over the Phou 
Lum Glang clearing at off-duty soldiers 
splashing in a dammed-up stream, the 
slightly built defector was obviously ab- 
sorbed by the irony of the moment. 

— JOHN McBETH 
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the role he played in the mass defection of 
more than 1,000 guerillas and their sup- 
porters in Mukdahan province. It was 
these same defectors he was on his way to 
visit when the tragedy occurred. 

Several former high-ranking CPT lead- 
ers have told the REVIEW in recent months 
that one of the main reasons they decided 
to leave the jungle was because of the trust 
they placed in the deputy chief of staff, 
built up largely because he was willing to 
meet them on their terms. On more than 
one occasion, Sa-Ngiam is reported to 
have gone to rendezvous sites alone and 
apparently unarmed. Also because of that 
trust, Sa-Ngiam remained concerned over 
the welfare of the insurgents after their de- 
fection and particularly in the way the gov- 
ernment went about assisting them to ad- 
just to open society. — JOHN McBETH 


JUNE 23, 1983 ө FAR EASTERN ECONOMIC REVIEW - 


ine 






































By. Mary Lee . | 
basic tenet of Hongkeng’s adminis- 
“tration — to rule in the interest of the | 

people — is being severely tested by an of- 

ficial committee's : 


mendation that 







инее терен on homosexu- 
y has: recommended that sexual acts 
between consenting men in private be de- 
criminalised. This view goes. against 
majority Chinese opinion am this commu- 
nity. i 
__ The report, published on hune 9.after 
three’ years’ research: and deliberations. 
states that in m mosexuality is 
a victimless crime, though buggery carries 
the maximum. of life imprison- 
ment.. Moreover lates that from: 
police estimates o male prostitutes, 
there would. be 50.000 such 
unlawful inciden ice each year, 
almost..all. unre and. undetected. 
There were only prosecutions for 
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homosexual offences in 1981. 





Another hypothesis‘in the report puts 
the number of male; homosexuals in the 
population at around 180,000 for the 15-59 
age group. and 70,000 оге 15-35 age 
group. “This situation," the committee 
said, “comes close to making a mockery of 
the law and of its processes [and] simply 
demonstrates the inappropriateness of 
making such conduct criminal without 
some further circumstance of aggravation, 
such as force, youth, blackmail Гог exploi- 
tation. 

Ever conscious of. the. Chinese public's 
high moral posture on a proclivity gener- 
ally regarded as a Western import, the 14- 
member subcommittee (half of which 
comprised local Chinese) stressed at the 
outset that "to decriniinalise conduct is 
not to legitimise it, still.less to confer. a 
moral blessing." 

The report also discusses homosexual- 
ity in traditional China and concludes that 
while it was certainly not idealised in any 
dynasty, it was a "centuries-old social 
phenomenon . . . somewhat romanticised 
in certain periods . ; . [and] though re- 
garded as repugnant, was:tolerated.” The 
subcommittee's researches show that in 
China today consensual homosexual con- 
duct in private by adults is not penalised. 
In fact, more countries in the region 
(China, Japan, Taiwan, South Korea, the 
Philippines and part of Australia) tolerate 
than penalise such acts. It remains crimi- 
nal in the former British colonies of India, 
Pakistan, the colonised portion of Austra- 
lia, Singapore «and» Malaysia. (where 
punishment includes whipping). Thailand 
was. not included. in the comparative 
study. 





After three years’ fésearch, a government committee 
recommends liberalising laws prohibiting male homosexuality - 












Such a perspective, however, is unlikely | 


to persuade the anti-homosexual lobby — 
the vast majority, according to privately 
commissioned polls — to change its views. 
Despite evidence to the contrary, most 
Hongkong Chinese believe that “legalis- 
ing homosexuality" would undermine the 
fabric of society. Vociferous objections by 
representative district boards — whose 
opinions the government is obliged to re- 
spect — and commercial organisations 
such as chambers of commerce, manufac- 
turers associations, not to mention some 


legislative councillors, may well push the , 


government to shelve the subcommittee's 
recommendations. Emotive opinions of 
some anti-homosexuals further reduce 
chances of repeal. 

The emotional debate has distorted the 
recommendations of the subcommittee, 
which attempt to strike a humane balance 
between imposing sanctions — where con- 
duct harms people or offends the public — 
and removing those where they seek to en- 
force moral judgments on private. be- 
haviour. For example, the study strongly 
recommends that comprehensive penal- 
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Many shuts its eyes a 
that none of these sexual abuses оа t 
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homosexuality and п 

not a problem. The [Inspe 

Lennan Inquiry [in 1980-81] has proved 

this no longer {0 | 
MacLennan was found dead on. Janua г 


chest — the: 
arrested by 


were 
months -l subcommittee 
formed to examine whether present laws 


governing homosexual conduct should be 
changed, and, if so, how. 
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Polarisation at the polls 


Jammu and Kashmir's ruling party wins elections that further 
divide the state along regional and religious lines 


y Mohan Кат 
Delhi: The June 5 election in Jammu 

d Kashmir, the object of an India-Pakis- 
in dispute since 1947 which has caused 
two wars between the two countries, has 
sharpened long-existent regional and re- 
ligious divisions within the state. The 
Muslim-majority Kashmir valley region 
voted overwhelmingly in support of the 
state's ruling National Conference (NC) 
party, giving the party a comfortable 
majority in the state's 76-member legisla- 
ture. 

The NC is a strident proponent of the 
state's special autonomous status. But the 
Hindu majority in the state's Jammu re- 
gion, which seeks to integrate the state 
completely with mainly Hindu India, has 
now identified itself with Prime Minister 
Indira Gandhi's Congress party, resulting 
in new complexities in the state's politics 


and in the state's relations with the rest of 
the country. 

This potentially dangerous polarisation 
is the result of the Congress' preoccupa- 
tion with the short-term goal of wresting 
power, or at least a share of it, from the 
NC. Sheikh Mohammed Abdullah had 
dominated the state's politics as the NC's 
leader for more than 50 years, until his 
death in September 1982. The sheikh had 
led the movement for self-rule in Kashmir 
against the area's Hindu maharajah when 
India won its independence in 1947 and 
was being partitioned to form Pakistan, a 
mainly Muslim nation. The state was later 
invaded by Pakistani irregulars, and Ab- 
dullah was instrumental in getting the 
maharajah to accede to India so that In- 
dian troops could repel the invaders. 

The sheikh served as the state's prime 
minister until New Delhi authorities im- 
prisoned him in 1953, on charges of disloy- 


alty to India. In all, he was imprisoned or 
kept out of the political arena from 1953 
to 1975. During that time, proteges of 
New Delhi headed the state government, 
and the Congress had even managed to 
win a majority in the state's legislature by 
1975, when Mrs Gandhi agreed to allow 
the sheikh to: become the state's chief 
minister, though his NC did not have a 
single seat in the legislature. Mrs Gandhi's 
move was seen as grudging recognition by 
New Delhi that no government that 
excluded the sheikh and his party could 
represent the state's people. 

But the Congress withdrew its support 
for the skeikh in 1977, forcing an election 
which the NC won hands down. When the 
sheikh died last year, and his son, Farooq 
Abdullah, succeeded him, the Congress 
saw a chance to regain power in the state. 





Its strategy during the recent elections was 
to rally the Hindu vote in Jammu, the 
Buddhist vote in Ladakh, which adjoins 
Tibet, and to split the Muslim vote in the 
Kashmir valley. It thought it would win 
enough seats in the legislature to force 
Abdullah into a coalition government. 


|: was a no-holds barred campaign mark- 
ed by acrimony and violence. Both 
sides tried to exploit the religious factor. 
Abdullah roused Muslim sentiment, point- 
ing to the massacre of Muslims earlier this 
year in Assam state. Abdullah said the 
state's partial accession to India was final 
and complete, but he also demanded even 
more autonomy for Jammu and Kashmir 
state. He accepted support from the 
Awami Action Committee, a group which 
seeks to reopen the accession issue. It 
wants a plebiscite to determine the state's 
future. Abdullah-also suggested in his 
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gion did not vote for the NC, it would have 
to opt out of the state. 

Mrs Gandhi's campaign was not very 
different. Her appeals were calculated to 
rouse Buddhist, Sikh and Hindu passions 
against Muslim domination of the state's 
politics. She even tried to promote a con- 
flict between the Sunni and Shia Muslim 
sects. Although she assured voters that 
the state's autonomous status would not 
be changed, she charged Abdullah with 
trying to weaken her and the Indian 
union. 

But the Congress strategy failed. The 
party gained seats in the Jammu region — 
largely at the cost of other opposition par- 
ties — but it failed to establish a presence 
in the Kashmir valley except for a lone 
seat — the first it has ever won. The NC 
was the winner there. 

The fundamentalist Jamat-e-Islami and 
another Muslim party, the People's Con- 
ference, which wants greater autonomy 
for the state, won a seat each in the valley. 
The Congress, which emerged as the sup- 
reme force in the Jammu region and 
shared the two Ladakh region seats with 
the NC, will exert pressure on the Abdul- 
lah government to secure more even deve- 
lopment of the state. The Ladakh region 
has demanded autonomy for itself, claim- 
ing that it was not getting fair treatment in 
the Muslim-dominated state. Ladakh 
leaders have charged that the state gov- 
ernment has favoured the valley economi- 
cally at the cost of other regions. The 
Jammu region nurses similar feelings of 
neglect. 

If the Congress and the New Delhi gov- 
ernment push Abdullah too far, he could 
be tempted to seek Muslim solidarity in 
the Kashmir valley, thereby strengthening 
incipient fundamentalist and dormant 
secessionist forces. This in turn could in- 
vite a Hindu backlash in the valley. In 
1975, Mrs Gandhi viewed the senior Ab- 
dullah and the NC as the strongest force 
against fundamentalist and secessionist 
threats in the state. The same could be 
said for the younger Abdullah and his NC. 

Mrs Gandhi has reason to worry about 
the impact of the NC victory on the rest of 
the country. It could prompt states not 
ruled by her party to escalate their de- 
mands for greater autonomy. Another 
cause of worry could be the growing iden- 
tification of the NC with regional and na- 
tional parties opposed to her. On May 29, 
at the height of the campaign, Abdullah 
found time to attend a conclave of 14 op- 
position parties at Vijayawada. The meet- 
ing denounced Mrs Gandhi and her party 
for the country’s ills and demanded a re- 
structuring of centre-state relations to en- 
sure greater autonomy for the states. In 
the days of the senior Abdullah, the NC 
had taken little interest in national poli- 
tics, but now it is actively participating in 
the opposition’s search for an alternative 
to Congress rule in New Delhi. Victo 
may have strengthened Abdullah’s will to 
fight the Congress at all levels and this 
could presage a new degree of disharmony 
in the state’s relations with the central 
government. - a 
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Time for a rethink - 


Election violence highlights demands for secession 
by a disgruntled Tamil community 


By Salamat Ali 
Jaffna: Sri Lanka’s local and parliamen- 
tary by-elections on May 18 — expected to 
[us be the last such electoral battles until 1989 
f — produced a contradiction. On the one 
hand they confirmed President Junius 
Jayewardene as a figure of unchallengeable 
Stature in the nation’s political affairs. On 
the other hand, by focusing attention on 
"the growing dissidence among the coun- 
try's Tamil minority in Northern and East- 
ern provinces, the polls demonstrated a 
need for fresh thinking on the present un- 
itary form of government that Jayewar- 
dene represents. 

The Tamil underground secessionist 
movement seems to have acquired more 
popular sympathy than it had a few 
months ago — but it is still too early to pre- 
dict its chances of success in its quest for 
Eelam, the name for the sought-for 
sovereign state that the seces- 

К sionists want carved out of Sri 
Lanka. However, what cannot 
be ignored is the current total 
alienation of the Tamil region 
from Colombo, plus an unusu- 
ally high degree of antipathy 
between the Tamils and the 
majority Sinhala communities 
of Sri Lanka. Hence the safest 
prediction for now seems to be 
3 that the unitary form of gov- 
ernment, in force since Sri 
Lanka became independent in 
1948, will eventually be drasti- 
cally diluted. 

Ironically, Tamil militancy 
has grown to new heights of in- 
fluence during the tenure of a 
president who has done more À 
to accommodate the Tamils |" E DP 1 ЯЛЫН у 
than all his predecessors put to- |Burnt-out buses in Jaffna. vicious circle of violence. 
gether. However, even moder- 
ate Tamils now agree that Jayewardene’s 
plan for countering the cry for Eelam — 

t by granting local autonomy through dis- 

tf trict development councils — has been 

d overtaken by events and no longer has any 
chance of achieving its intended results. 
Appapillai Amirthalingam, general sec- 
retary of the Tamil United Liberation 
Front (TULF), told the REVIEW 
that nothing short of recognition of Tamil 
nationhood would satisfy the Tamils. 
"The issue whether there should be re- 
gional autonomy or. federalism or some- 
thing else can be taken up only later," he 
said. 

Amirthalingam himself is in a difficult 
position. Militants in his own movement 
denounce him as a collaborator with Co- 
lombo. On the other hand, the hawkish 
section of Sri Lanka's ruling United Na- 
tional Party (UNP) condemns him as the 
front man for the secessionist under- 


ground. To further complicate matters, 
Amirthalingam, who is undoubtedly a 
moderate, is at present required to ex- 
press the feelings of his battered and 
frightened constituents, who are furious 
over the clumsy tactics employed by sec- 
urity forces sent by Colombo to fight 
growing terrorism in the northern and 
eastern regions. 

He felt particularly frustrated when the 
army went on a destructive rampage in 
Jaffna town at the northern tip of Sri 
Lanka on the day of the elections. Never- 
theless, he did manage to stem the tide of 
arson and pillage. Soon after the soldiers 
started to run amok, he called the presi- 
dent and got his support for measures to 
stop the violence. 

The army's behaviour had not been 
totally unexpected. After the secessionists 


Ii 
% 


NUN гете» 
„Y. 


M 


TOW A 


7 


a" 


ғ XR 7 


2 


had called for a boycott of the May 18 


vote, Jaffna's only English-language 
weekly, the Saturday Review, had fore- 
cast a repeat of violent events which oc- 
curred in May 1981. At that time Tamil 
terrorists murdered a candidate of the 
UNP and three policemen. Subsequently, 
Sinhala police assigned to Jaffna burned 
down the TULF headquarters, along with 
the house of a Jaffna MP, the offices of 
Jaffna's sole daily newspaper, the local 
public library and a number of shops. 


he background for the violence this 
year was similar. Three UNP candi- 
dates were shot early in May, and on May 
18 terrorists attacked a polling booth in 
Jaffna, killing a soldier, injuring another 
and wounding two policemen. 
Within about 90 minutes of the last inci- 
dent, about 600 soldiers, some in civilian 
dress, arrived in trucks at a residential 
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“had taken place. The soldiers started as- 


saulting people and chasing others out of 
the neighbourhood. In approximately 
three hours, the soldiers set fire to about 
70 houses and a number of vehicles. Ani- 
mals tethered inside houses were burnt to 
death. Fortunately there was no human 
loss of life. 

When people who had fled returned to 
their homes, they found their valuables 
missing. Whatever could not be easily 
taken away had been smashed. Some 
women had had their gold necklaces — 
equivalent here to wedding rings in the 
West — snatched from them. 

The arrival of senior officers from Co- 
lombo — including police ‘chief Rudra 
Rajasingham who is the first Tamil to 
head Sri Lanka's post-independence 
police force — stopped the rampage that 
evening. But the following morning, vio- 
lence erupted anew, An army contingent 
went in search of a suspected terrorist in a 
village about two miles from Jaffna. Not 
finding him, the soldiers arrested his uncle 
and also violently attacked every villager 
between the ages of 14 and 35. 

The army, fearing retaliation, put its 
camp at Gurunagar in Jaffna town on 
maximum alert, with barricades and extra 





machine-gun posts. The camp was not at- 
tacked, but several days later two air force 
personnel were gunned down in Va- 
vuniya, Eastern Province. 

At present, the Northern and East- 
ern provinces are experiencing a vicious 
circle of violence: terrorism followed by 
reprisals by the army, or other security 
agencies, which have led to a drastic de- 
terioration of law and order. Despite this 
dangerous situation, the whole of Jaffna 
district has only three police stations, and 
one parliamentary constituency, Vad- 
dukoddai, does not have a single police- 
man permanently stationed there. Police 
who are required to investigate com- 
plaints rarely venture out without an army 
escort. 

In fact the main law-enforcement 
agency for vast areas of both Northern and 
Eastern provinces is the army, and the 
TULF claims that this presence only pro- 
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vokes the militants and further arouses re- 
sentment among the people. 

The TULF wants the army to be with- 
drawn immediately, the state of 
emergency lifted and the annulment of a 
prevention of terrorism act, which gives 
wide powers to the army and the police to 
arrest and hold suspects without due pro- 
cess of law. The TULF's argument is that 
the present operations of the army are 
serving merely to widen the gulf between 
Jaffna and Colombo. The alleged high- 
handed actions of the army and the reluc- 
tance of Colombo even to reprimand 
those involved in flagrant transgressions 
of authority is radicalising all sections of 
the Tamil community, including the 
Christians among them. Two Roman 
Catholic bishops, of Jaffna and of Man- 
nar, noted that a solution to the Tamil pro- 
blem cannot be found through "state vio- 
lence." Two Roman Catholic priests and a 
Methodist clergyman were arrested in 
March on charges of harbouring ter- 
rorists. 


qe police held some 70 suspects, but 
were not sure how many of them were 
actually terrorists — law-enforcement 
agencies tended to suspect every Tamil 
youth. In one incident, the son and 
nephew of Amirthalingam were arrested 
at a Colombo printing company where 
they had gone to print a pamphlet. They 
were beaten up — even though their pam- 
phlet was arguing against the call by milit- 
ants to boycott the May 18 vote. They 
were beaten even before the contents of 
the pamphlet were read or understood. 

Faced with an elusive enemy, security 
agencies picked on almost any Tamil they 
came across. For several days after May 
18, it was common to see army trucks 
speeding along Jaffna’s roads with soldiers 
on board swinging at pedestrians with iron 
bars. On May 19, a group of Sinhala 
policemen returning to Colombo from 
Jaffna threw stones at Tamils from a mov- 
ing train and also attacked Tamil passen- 
gers. 

As a possible means of solving the 
Tamil problem, Amirthalingam favours 
an all-party conference on the subject and 
he says all parties except the UNP agree to 
this suggestion. But the government is av- 
erse to any discussion that could suggest 
possible changes in the present unitary 
governmental structure and is unlikely to 
agree to a roundtable conference. The 
government fears a backlash from its 
power base among the Sinhalas, who are 
always suspicious of any concession to the 
Tamils. 

Government officials believe the Tamil 
problem is basically a Jaffna problem, and 
though it may prove to be a festering sore, 
it is one that can be tolerated. The officials 
recognise some of the problems — includ- 
ing inadequate job opportunities for 
Tamils, limited access for Tamil’s to 
higher education and the Tamils’ demands 
for local autonomy — but they think these 
problems can be solved over a period of 
time. However the Tamils themselves be- 
lieve that Colombo does not have that 
time. 
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Thachs try in Thailand 


An undisclosed third party has been asked 
to mediate between Hanoi and Peking 


By Paul Quinn-Judge 

Bangkok: “We are trying our best to have 

contacts and negotiations with China," 

Vietnamese Foreign Minister Nguyen Co 

Thach told a press conference towards the 
тепа of his two-day visit to Bangkok. 

7'' Vietnam, Thach said, had asked some 
friends to mediate between Vietnam and 
'China. And he pointedly did not deny that 
low-level contacts between Vietnamese 
and Chinese officials may have taken 
place in Romania or elsewhere (REVIEW, 
Mar. 17). Informed sources, in fact, 
hinted later that such contacts may be tak- 
ing place at the moment. 

Thach, who left Bangkok on June 10, 
did not say who the chosen intermediary 
was. Several countries, including Austra- 
lia, Belgium and France have expressed a 
readiness to take on the task. Australia's 
Foreign Minister Bill Hayden is due to 
visit Hanoi at the end of this month, and 
Chinese Premier Zhao Ziyang has re- 
cently been to Australia. 

Canberra's acceptability as a mediator 
may, however, be influenced by its recent 
decision to postpone the resumption of aid 
to Vietnam. Thach implied in his press 
conference that this might affect Hanoi's 
confidence in Australian impartiality. 

France seems a more likely candidate. 
But conversely Paris recently reiterated its 
intention to resume aid to Hanoi. Despite 
this, when French President Francois Mit- 
terrand visited Peking in May, his Chinese 
hosts formally requested that France act 
as mediator between their country and 
Vietnam. 

Thach's other references to China dur- 
ing his press conference were equally con- 
ciliatory. “China and Vietnam were born 
to coexist,” he said, “and have already 
coexisted for 4,000 years." Until very re- 
cently Hanoi has tended to talk more of 
4,000 years of Chinese aggression. Using a 
mixture of English and French, Thach said 
there was an “accalmie,” or lull, on the 
Sino-Vietnamese border. Only time will 
tell, he said, whether this is the calm be- 
fore the storm or the eve of peace. 

One wire service unfortunately mis- 
heard “accalmie” as “acrimony.” As it 
turned out, this was closer to Hanoi's 
viewpoint. 

Some of Thach's optimism about Sino- 
Vietnamese relations was based on partial 
reports of Zhao's report to China's sixth 
National People's Congress earlier that 
week. Preliminary reports of the speech, 
which Thach said he had only received on 
his arrival in Bangkok, led Vietnamese of- 
ficials to conclude that the Chinese had 
suggested negotiations between Hanoi 
and Peking — a proposal that the Viet- 
namese have long been awaiting. In fact, 
the report had simply restated the Chinese 
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proposal officially announced at the be- 
ginning of March, which Hanoi quickly re- 
jected. So, while carefully stressing that 
he wanted to examine the speech further, 
Thach suggested that the two countries 
may at last have established some com- 
mon ground. 

The optimism dissolved on his return to 
Hanoi. The day after Thach left, the party 
daily Nhan Dan carried a tough commen- 
tary accusing Zhao of “deliberately 
poisoning the political atmosphere” be- 
tween the two countries in the hope of 
“weakening and eventually isolating Viet- 
nam.” 

Dismissing the Chinese five-point peace 
plan for Cambodia, made public on March 
1, the commentary concluded that “Pe- 
king has not changed in any way its stra- 
tegy towards Vietnam and the other Indo- 
chinese countries.” The same day Nhan 


Thach and Siddhi: silence over details, 





Dan carried a report dated June 9 de- 
nouncing an alleged intensification of 
Chinese “armed provocations” along the 
Vietnamese border last month. It also 
claimed that the Chinese were moving 
men and material close to the border “in 
preparation for another war of aggression 
against Vietnam.” 


quee over-optimistic interpretation 
of the Chinese statement was clearly 
based on poor communications, but it did 
underline a change in Vietnamese at- 
titudes — a predisposition to believe that 
China might be ready to improve relations 
with Hanoi. The predisposition would of 
course be quite natural if the Chinese and 
Vietnamese were having a discreet chat 
somewhere. 

The talks between Thach and his Thai 
counterpart, Siddhi Savetsila, on the 
other hand, revealed very little. As with 





| last July's Siddhi-Thach talks, form pre- | 


vailed over substance. Once again both 
sides agreed that the atmosphere was 
good. Both sides are said to have made 
proposals for a solution of the Cambodia 
question, but neither side would reveal 
any details until they had consulted their 
allies. 

Just about the only tangible — or nearly 
tangible — point to emerge from the talks 
was Thach's claim that Siddhi had ac- 
cepted his invitation to visit Hanoi. (The 
invitation had originally been made last 
year.) Siddhi had previously said that he 
would not go to Hanoi until Vietnam gave 
an undertaking to withdraw its troops 30 
kms from the Thai border. Thach, how- 
ever, said that Siddhi had told him that 
withdrawal was not a condition for the 
visit. When asked about this, Thai Foreign 
Ministry spokesman Jetn Sucharitkul re- 
portedly declined to comment. Siddhi's 
apparent failure to make the withdrawal a 
precondition to the visit seems to have un- 
settled some of Thailand's allies. *He 
seems a little hazy on the withdrawal 
now," remarked a source close to the 
Chinese. The Chinese and others can, 
however, probably take heart from the 
fact that no date has been set for the visit. 

Otherwise, judging from what Thach 
said at this press conference, he proposed 
two variations on old 
themes. First he 
seemed to offer 
Thailand a separate 
peace. The Cambo- 
dia problem is “es- 
sentially a problem 
between China and 
Indochina,” he said. 
Thai and Cambo- 
dian security can be 
partially guaranteed 
before the overall 
problem is solved, 


Thach suggested. 
This sounded very 
much like a re- 


minder of the earlier 
Indochinese propo- 
sal for a demilitaris- 
ed zone along both 
sides of the Thai- 
Cambodian border. Asean has shown no 
interest in the ideaso far. 

Second — in a tone of studious polite- 
ness, sounding rather like someone trying 
to persuade an old friend to abandon a 
cherished but discredited theory — Thach 
suggested that Asean put aside the ques- 
tion of Cambodia and search for a “gen- 
eral framework” for peace and security in 
the region. The Asean approach of seek- 
ing a solution to Cambodia first had “in 
our opinion” failed, he said. Continuing 
along this line, he added, would only lead 
to further escalation of the confrontation 
and mistrust that have bedevilled Indo- 
china and Southeast Asia for the past 40 
years. 

Once again, this is a proposal that the 
Vietnamese have advocated, and Asean 
rejected, for several years now. There is 
no sign that Asean is about to change its 
mind on the subject. 
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electrical equipment for the Hongkong 
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FIRST WE CHANGED OUR NAME FROM SIRIUS TO VICTOR. 


THEN WE ADDED OPTIONS THAT MAKE VICTOR AN EVEN 
BETTER BUSINESS SYSTEM. 


A COMPLETE SYSTEM. The Sirius computer 
became Europe's leading 16-bit microcomputer system 
in less than one year. 

I's a complete system with the computer, 128,000 
characters of memory thal may be expanded to about 
| million, 1.2 million characters of disk storage you can 
expand to 11.2 million, communications and networking, 
a tilting and swiveling screen monitor, country and 
language specific detached keyboard and two operat- 
ing systems that provide you access to a rapidly 
expanding library of business, commercial and 
professional software programs. 


THE VICTOR NAME. Vor 
66 years, the Victor name has been a 
synonym for the highest quality business, 
office and professional machines. When Sirius 
acquired Victor in order to better manage our 
worldwide growth, we retained the Victor name and 
our mutual philosophy : offer the best price to perfor- 
mance ratio in the business. That's just what you get 
with Victors advanced 16-bit microcomputer 
systems. 


COMMUNICATIONS & NETWORKING. 
With new Victor accessories and software, you can turn 
your Victor into a worldwide communications tool for 
electronic mail, information gathering or direct commu- 
nication with your firm's mainframe computer. All, over 
normal telephone lines. VictorNet allows you to have 
several computers in the office share programs, data 
and accessories such as printers, mass data storage and 
plotters. 


START SMALL. Think big. Start with the 
Victor Business Computer and add capabilities as your 
business grows. Or, buy the exact system your business 
needs today. Essentially, the difference between our sys- 
tems is memory storage: 1.2 million characters, 2.4 mil- 
lion characters, or 11.2 million characters in Victor's 
hard disk configuration. 
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SOFTWARE, NOW. There's a vast library of 
business, commercial and professional software availa- 
ble for the Victor. And it's available now. In language and 
country specific versions. Just like our keyboards. 


TALK TOA LEADER. Victor. Worldwide. You'll 
find our dealers and distributors throughout the free world. 
For 66 years, Victor has been a leading name in quality, 
service and value in office, business and professional 
machines. And although our products have changed, our 
concept hasn't. 

In the 16-bit computer marketplace, Victor is the 
logical choice for power, price and expandability, 


DDB X smp 


VICTSR 


FOR MORE INFORMATION AND THE NAME OF YOUR NEAREST DISTRIBUTOR OR DEALER, CALL 
VICTOR TECHNOLOGIES INC. 380 EL PUEBLO ROAD. SCOTTS VALLEY. CA 95 066. (408) 438.66.80. 
VICTOR TECHNOLOGIES EUROPE. NINOOFSESTEENWEG 71. 1750 SCHEPDAAL. BELGIQUE. (2) 569.55.00. 
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Les Hotels Meridien. 


Asia has many faces and 
speaks many languages. 
In this myriad of cultures, 
a culture new to Asia is 
finding a home. It is 
personified in the very 
French Meridien hotels. 
In Tokyo, the Pacific 
Meridien towers over 
Tokyo Bay. 

In Hong Kong, the Regal 
Meridien practices the 
culinary genius of Paul 
Bocuse, in the elegant 
Restaurant de France. 


Travellers on a stopover 
in Hong Kong will ap- 
preciate the convenience 
of the Regal Meridien 
Airport Hotel. 

And opening in late 1983, 
three more Meridien hotels, 
two in Singapore and one 
in Colombo. All will be 
distinctively French. 

This is just the beginning 
of the Meridien presence 
in Asia. So for a totally 
French experience, say 
‘bonjour’ to Meridien soon. 
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For information or reservations, contact your travel agent, any Air France office, Meridien hotel or Meridien Reservations International in 
Hong Kong: Tel.: 3-669996. Telex: 40955 HOMRO HX 
There are over 40 Meridien hotels worldwide in Paris, Montreal, New York, Boston, Houston, Rio, Bahia, Cairo, Kuwait. Al Khobar, 


Jeddah and many other cities 
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о talent for po 
forecasting that this Traveller found 
himself.in Britain during the recent gen- 

eral clection campaign but to. British 
Prime Minister Margaret Thatcher's 
sudden decision:to “cut and run” to the 
country — as her Labour opponents put 
it. The electioneering meant three weeks 
of opening. newspapers and turning on 
the TV. only to read or watch the same 
old accusations and | counter-thrusts 
being exchanged by the same old faces, of 
listening to half-truths piling upon eva- 
sions, and puerile. debating points being 
heaped. upon hypocritical doubletalk. 
Most of the debate was on the level of 
Roy Hattersley's wisecrack: "Recession 
is when someone else loses their job; 
slump is when you lose your own job — 
and recovery is when Mrs Thatcher loses 
her job." 

@ SOME of the performances, particu- 
larly by Labour Party leaders, were so 
bad as to be painfully embarrassing to 
the TV viewer. Indeed, having seen 
most of the Labour leaders perform, 1 
was left wildly surmising which of them 
could have possibly been lucky enough 
ito win Shirley. MacLaine’s “favours. 
Labour leader Michael Foot, having 
humiliatingly appeared in support of 
Trotskyite and Militant Tendency candi- 
dates (who-only а few months: previously 
‚Ваа been the subject of his wrath) bur- 
-bled away. He was blandly supported by 
his deputy Denis Healey in defence-of a 
manifesto which, without benefit of a 


further referendum, proposed to take 


Britain out of the European Economic 


Community and achieve unilateral dis- | 


armament within-the term of the next 
Labour administration. Both tried des- 
perately to argue that the uncompromis- 
ing manifesto would allow them the op- 
tion of keeping Britain’s.Polaris missiles 
as a bargaining counter should Moscow 
not respond in kind. 


The Left did Thatcher's work for her, 


allowing the Tories to achieve the 
phenomenal landslide victory in the 
midst of a slump. The leftist leader, 
Tony Benn, was duly defeated in Bristol 
at the hands of a Tory of Indian descent, 
Jonathan Sayeed. Benn is bright and has 
a way with words — but then so is Enoch 
Powell, and both share a fanatical light 
in the eyes which is almost Hitlerian in 
intensity. Naturally there is no sign that 
the extreme Left in Labour will draw the 
obvious conclusion from the decisive re- 
jection of the manifesto they largely dic- 
tated. Already they are blaming defeat 
on.the fact that it was not radical enough 
and revealing their fascist-like determi- 
nation to impose the minority's will on 
the majority: the leader of the Greater 
London Council (GLC). Ken Living- 
stone, said baldly that the result would 
mean that the main struggle would now 
continue outside the walls of parliament. 

e ON theother hand, this Traveller felt 
а the electorate did deal overharshly 





with the 
whose results were so disappointing that 
Liberals are counting the cost of their al- 
liance with them. The Labourites pre- 
dictably accused them of splitting the 
anti-Thatcher vote and of betrayal. Ob- 
viously many voters agreed, forgetful 
that many distinguished leaders in the 
past have crossed the floor of the House 
and that it wasn't the Social Democrats 
who had changed — it was the Labour 
Partv's manifesto which departed radi- 
cally from the more moderate policies of 
the past. It may be, of course, that per- 
sonalities had something to do with it. 
The charming old buffer, Roy Jenkins, 
won against all the odds. (His taste for 
good wine caused one wag to charac- 
terise his economic policies as being a 
combination of "stick and claret.") 

The case for electoral reform — for a 
replacement of the "first-past-the-post" 
principle with. a-system providing for a 
greater degree of proportional represen- 
tation — is now overwhelming. How 
much respect can an electoral system 
command. which. allows the Conserva- 
tives to almost. triple their majority 
though winning fewer votes than they 


¿did in 1979, which gives the Labour 


Party 209 seats in return for about 29% 
of the vote, and the Alliance only 23 
seats in return for about 25% of the 


vote? 


@ OPINION is divided on the impact 
the landslide victory will. have on 
Thatcher herself. The Labour Party is, 
of course, convinced that it will render 
her even more arrogant, leading Britain 
into a disastrous bout of socially divisive 
extreme rightwingery, and indeed her 
first actions the. unceremonious 
dumping of former foreign minister, 
Francis Pym, and the booting of Willie 


"oyster-eyes" Whitelaw upstairs to the 


House of Lords — were a clear demon- 
stration that her intolerance of anything 
less than abject loyalty among her 
cabinet colleagues remains unabated. 
She undoubtedly runs the cabinet, No. 
10 Downing Street, the civil service and 
indeed the whole country much as an 
old-fashioned headmistress runs an up- 
market private school for girls — a man- 
ner plainly visible when she publicly rap- 
ped Pym's knuckles after he had dared to 
suggest that something less than a land- 
slide would be preferable for Britain's 
political future stability. Nevertheless, a 
couple of sources who have seen her in 
action at reasonably close quarters argue 
that the vote of confidence will enable 
her to show the more human, relaxed as- 
pect of her personality. Hongkong, 
which featured in no electoral debate I 


heard or read, has good reason to hope | 


that this will happen, and that her un- 
doubted political. intelligence will be 
brought to bear on producing a badly 
needed joint Sino-British statement to 
the effect that.both parties are confident 
they will shortly achieve а suitable 
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SDP leadership only to 
another man from-the 
Owen. The favourite to 
ing Foot as leader of the I 
another Taff: 


support from che trade ur 
leaders of those democratic in 
did not declare their supp 
without first consultin 


a few onn away from th Tra‏ ا 
ler when we were both green in ye‏ 
he remembers my aunt passing hi‏ 
jujubes to keep him awake in chape du‏ 
ing one of the interminable Serine)‏ 
preached by my uncle!‏ 
ASIA supplied no election issu‏ € 
though a surprising number of To‏ 
Liberal and SDP candidates, stressing‏ 
the need for better labour-manageme‏ 
relations, cited the model of Japan à‏ 
the readiness there to work togethe‏ 
But it was another model — that of the‏ 
US — which worried some thoughtfü‏ 
commentators. The Tory election cám.‏ 
paign was very presidential їп style,‏ 
largely devoted to re-selling 7 the‏ 
Thatcher personality to the people cot‏ 
plete with a sales strategy mapped out by‏ 
her public relations firm. Some civil ser‏ 
vants even wonder whether they may be‏ 
subjected to American-style purges ==‏ 
Thatcher being prone to ask of both‏ 
politicians and officials, “Is he oneof us‏ 

Also, American-style, show-biz pe 
sonalities were more visible in this cam 
paign than any other I remember, apar 
from the spice added to a dull affair by 
the Shirley MacLaine revelation. Wh 
Livingstone’s GLC sponsored а pla 
about Cruise missiles, featuring Ameri 
can military men being trained to regard 
the nuclear devastation of Britain (b 
not the US) as an acceptable price for the 
launching of their rockets against t 
Soviet Union, harmonica player Larry 
Adler backed Labour, accompanying 
Foot in a wavering rendition of The Re 
Flag. Stand-up comic Bob Monkhou 
and pop disc jockey Kenny Everett 
peared for the Tories, the latter being 
greeted with cheers and laughter when 
he yelled “Let's kick Michael Foot's 

walking stick away... Let's bomb Rus 
sia." Personally I thought the most tast 
less show-biz exhibition was mounted by 
Oscar-winner Sir Richard Attenborough : 
who forfeited all the respect 1 had ac- 
corded him for his magnificent film on - 
the Mahatma by impertinently:claimin 
that Gandhi would have voted: for the 
SDP. 













No Long March, no bandwagon 


f independence was a real option for 

Hongkong, then the local population's 
contemplation of the future would not be 
the agony it now is, nor would Britain’s 
moral responsibility for the well-being of 
5.5 million people weigh as heavily as it 
does — or, at least, should. But indepen- 
dence is out of the question — Peking 
would never allow Britain to shed its colo- 
nial burden and a part of Chinese territory 
this way. 

The agony of Hongkong's Chinese is 
further aggravated by the-absence of any 
right of even limited self-determination: 
the limit being that, whatever the 
populace wants, China's sovereignty is un- 
disputed. All London has said is that the 
views of the people will be taken into ac- 
count; Peking has yet to make such a com- 
mitment. 

Not only is there no constitutional right 
to limited self-determination, there is not 
even à way of reflecting officially what the 
people want — not in London, not in Pe- 
king. Polls have been privately commis- 
sioned; the Hongkong Government and 
Peking have listened to views of indivi- 
duals. But these have not filled the vacu- 
um left by the absence of consolidated, 
constructive thought about the future. 

The way things are going — emigrant 
and visa applications at Western consu- 
lates have increased significantly and the 
Hongkong dollar's slide, the clearest sign 
of a confidence crisis, seems unstoppable 
— the collapse of this capitalist enclave 
seems in real danger of becoming a self- 
fulfilling prophecy. The tragedy of such an 
event occurring now is that substantive 
negotiations have not even begun, though 
Peking is anxious to get them started. 
Pointless though it may be to do so, blame 
for fuelling this confidence crisis must be 
apportioned all round: 

» On British Prime Minister Margaret 
Thatcher for provoking Chinese 
strongman Deng Xiaoping over the valid- 
ity of the Unequal Treaties. 

> On the Chinese leadership for over- 
reacting апа making fierce and ill-consi- 
dered statements which went beyond Pe- 
king's traditional stance that sovereignty 
is not negotiable, but Hongkong would be 
taken back when the time is ripe. 

» On local businessmen for pulling out 
their assets without even attempting to 
caution Peking on the fragile nature of 
Hongkong investors' confidence. 

» Andon the Hongkong Government for 
its paralysis as the community grows in- 
creasingly demoralised. 

There is a mounting belief among 
businessmen sand intellectuals that Pe- 
king's declared determination to exercise 
sovereignty over Hongkong after June 30, 
1997, has destroyed any chances of a 
smooth transition from British sover- 
eignty, via either the Macau way (where- 
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by Portugal unilaterally conceded in 1976 
that it was administering Chinese territory 
and thus carries on without a deadline) or 
through a management contract with Bri- 
tain which establishes nominal Chinese 
sovereignty. 

China’s leaders are only deluding them- 
selves if they think Hongkong has until 
1997 to cultivate confidence in Peking's 
sincerity and determination not to change 
the capitalist lifestyle of this place. As 
China scholars continually point out, the 
majority of mainland Chinese themselves 
lack confidence in the consistency of the 
current modernisation policies, so how 
can they expect people in Hongkong to 
believe in Peking’s pronouncements? 

It matters little\to local investors and 
middle-class executives whether Peking 


acceptable guarantee of non-interference 
by Peking, which in essence means that 
Britain must continue to be ultimately re- 
sponsible for the administration — at 
least until such time that its departure, or 
notice of such, would not shake confi- 
dence. 

But judging by Peking's reiteration of 
Chinese dignity, for the British to propose 
as much would draw attacks of colonial- 
ism. Should any Hongkong Chinese 
suggest this, he would inevitably be label- 
led a British running dog. 

What Peking fails to realise is that while 
most people here are proud to be Chinese, 
they do not regard the Chinese Com- 
munist Party (CCP) as meriting equal pat- 
riotic devotion. Nor does Peking realise 
that the desire for continued British ad- 


The delegation in Peking: socialism and capitalism are basically incompa 


will agree to a British governor staying 
until 1997. Any solution — whatever its 
content — which states that China will 
exercise sovereignty in 1997 will cause an 
immediate exodus of money and talent. 
And with little talent remaining, what 
hope is there of maintaining prosperity 
and stability? 

Besides, notice of Britain's withdrawal 
— once announced — puts the present ad- 
ministration into a caretaker role which 
virtually eliminates its efficacy in main- 
taining stability, let alone prosperity. 


t remains doubtful if anybody can make 

the Chinese leadership realise that 
the future of Hongkong is not a question 
of Chinese dignity, but a matter of finding 
an administrative solution which will pre- 
serve and enhance the confidence of the 
Hongkong people. 

The cornerstone of such a solution is an 





ministration is born of expediency — to 
gain more time so that China can prove 
that it is indeed a stable nation firmly on 
the road to modernisation — and not for a 
love of colonialism. 

To regard Hongkong Chinese with 
hopes for a strong China and a capitalist 
doorstep as British running dogs is mani- 
festly unjust. For these people, born and 
raised in an environment of freedom and 
social mobility, the search for a national 
identity is so Keen it hurts. Given a choice, 
they would prefer to live in this free — if 
overcrowded — concrete jungle, rather 
than opt to be a member of a minority 
group in New York or Toronto. 

So what can any Hongkong Chinese do 
to steer Peking away from destroying what 
little confidence is left and to make the 
leaders realise that this territory indeed 
has a future if only pragmatism, rather 
than nationalistic pride, could prevail? 
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The only hope is that m more. c middl 
delegations will go to Peking and tell th 
leaders there — as a group 
businessmen and professional 


cently — why gangren zhigang (ad- 


ministration by Hongkong. people) will 
not succeed in maintaining s 
prosperity under present. € 








gation, and was most in 
courtesy which was ac 
hammered away at: 
the self-administration proposal and the 
confidence crisis ifs" propagation had 
created. i ' 
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and: your concern. 1 
voices . . . The solut 
will bring honour to 

. [It] has to be neg 
countries. It cannot be re: 
ally.” 

As far.as this columnist 15 s concernêd, 
the fact that Xi did ‘not mention June 30, 
1997, nor the self- administration plan — 
though he stressed that sovereignty was 
non-negotiable гапа that China was an- 
xious to get the talks going ~~ is cause for 
some optimism. Possibly Peking’s earlier 
statements. about, what is in, store, for 
Hongkong may have been little more than 
trial balloons raised for the purpose of es- 
tablishing a negotiating stance, 

The problem now facing like minds in 
Hongkong is how and whether to be pa- 
tient while negotiations get under way — 
probably soon after the end of the current 
session of the sixth National People's Con- 
gress. Already, a. group of concerned 
Hongkong people are thinking > of launch- 
ing a signature campaign under the title: 

"I love Hongkong — do not let history 
destroy this place." 
There i is much co 
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educated Chinese — wh ave long 
thrown off their parents’ refugee m 
ity — to have a say in deciding their fut 
For thesé people, there is no Long М 
to victory and liberation, no anti-c 
onialist bandwagon to jump. on, Т 
are only: anxious. months; 
years of waiting for.a solu 
assure them that. the lifestyl 
doms to which. they аге асс! 
not be lost for them by others: 


sired and thus precipitating 
divisive. pro-China counter-campaigns. 
On the contrary, the Hongkong administra- 
tion, paralysed as it is on the issue of the 
future, would be the first to. ban such a 
campaign ~~ if it were possible to do so 
without stirring another hornets’ nest of 
suspicion and speculation. 

Whether there will Бе, massive public 
support for what is no more than a vigor- 
ous assertion of Hongkong's entitlement 
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China between 13th and 19th May, at the invitation of the BANK 
. CHINA. 


Mr. René THOMAS and the B.N.P. delegation were received 
` Deputy Prime Minister YAO Yi Lin, Oil Minister TONG Ke, Dep 
Electricity Minister LI Peng as well as by many other prominent mem 
bers of the Government and officials from the People's Bank 
BANK OF CHINA, from the municipalities of BEIJING and SHA 
НАТ and from the Province of GUANGDONG. 


The talks revolved mainly around the possibilities for greater coopera- 
tion by French industry in the development of this great nation, 

opportunities for increasing sales of capital goods and technology 
transfers to China. Confirmation was given that the time was ripe 
French firms to strengthen their position on the Chinese market. Not 
only the present requirements of the Chinese economy but also go 
ernment policy in the People's Republic of China should encourage - 
French industry to increase its efforts in this country. The. B.N.P., 
anxious to contribute to this cooperation, will be stepping up its 
activities in China in helping to find, promote and finance ne 
business. 



































At the end of his stay, Mr. René THOMAS went on to MACAO for the 
official opening of the B.N.P. Branch there. He was received b 
Governor, Rear Admiral VASCO de ALMEIDA E COSTA. | 


Mr. J.H. WAHL travelled south to SHENZHEN in the centre 
recently-established special economic zone. where, after b 
ceived by the Mayor and his Deputy responsible for economic dev 
lopment, he inaugurated the B.N.P. representative office opened i 
the town. 


B.N.P., already present in BEIJING, SHANGHAI and CANTON, 
now has a total of four permanent offices in the People's Republic c of: 
. China. 
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` Mideast manoeuvres 


China is prepared to make Lebanon the exception to its no-export 


policy on weapons, mainly to counter Soviet influence 


k By Lynne Curry 
Beirut: A recent Chinese declaration of 
1 support for Lebanon in its attempt to se- 
| cure the withdrawal of foreign troops has 
| signalled Peking’s continuing opposition 
L—  *to Soviet moves in the Middle East and a 
E possible readiness to supply arms to this 
[| war-ravaged country. 
2 М When Chinese Ambassador Yu 
© Mingxin called on Defence Minister Issam 
~ Khoury late last month, the authoritative 
Beirut daily An Nahar quoted the ambas- 
sador as saying that China supported all 
moves Lebanon might take to strengthen 
its independence and sovereignty and to 
secure the removal of all foreign forces 
from its territory. Yu also hinted that Pe- 
king would be ready to provide the 
Lebanese army with 
weapons. He reportedly 
Said that though it is not 
China’s policy to export 
Weapons, Peking is pre- 
pared to make an excep- 
tion for Lebanon if it 
would accelerate the re- 
building of the fledgeling 
Lebanese army. 

China’s statement of 
support is in line with the 
policies of Western coun- 
tries which back Beirut's 
attempts to strengthen 
Lebanese independence 
and sovereignty by creat- 
ing a strong central gov- 
ernment here. The Chin- 
ese move is also seen in 
Beirut as a counter to the 
Soviet Union's military 
support for Syrian Presi- 
dent Hafez al-Assad. 
Moscow ‘has supplied 
Syria with sophisticated 
weapons to oppose the 
Israeli army in the Bekaa 
Valley in eastern Leba- 
non, where there has been a massive 
troop build-up on both sides for several 
weeks. 
` Diplomatic sources said Peking's readi- 
| ness to back Lebanon should also be view- 

- — ed in the context of China's own relations 
У with Syria. Although Peking has given 
—— some economic and military aid to 
М Damascus, the sources noted that rela- 
tions with Syria are at a delicate stage. 
One diplomat observed that Peking's ties 
with Syria were cool three years ago, and 
since then, they have grown even cooler as 
Ім Moscow has exerted more. pressure on 
— Damascus. China's approach to the crisis 

in Lebanon is a clear illustration of its 
overall strategy in the Middle East, which 
is based primarily on responding to Soviet 
manoeuvres in the region. As Moscow 
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moves closer to Syria and other Middle 
Eastern countries, informed sources said, 
Peking is likely to make continuing 
counter-moves. For example, China has 
cultivated relations with Jordan and Iraq. 

The Chinese ambassador's hint of mili- 
tary aid for the Lebanese army is not only 
seen as a deft diplomatic move, but could 
also be a means for the 
Chinese to earn foreign 
exchange. Many of the 
weapons used by the 
Lebanese army. are 
Soviet models re- 
quisitioned by the gov- 
ernment from the 
Palestine Liberation 


Organisation (PLO) after it was expelled 
from Beirut last year. Most of the 
weapons are still in good working order, 
but lack ammunition. With much of their 


military equipment compatible with 
Soviet systems, the Chinese would be in a 
good position to provide the Lebanese 
army with the parts and ammunition it 
needs. However, it is not clear whether 
Peking has actually given the go-ahead to 
provide military supplies. Even if it does, 
questions remain whether the Chinese 
would supply the weapons free of charge. 


YN recent announcement was also be- 
lieved to be the first policy statement a 
Chinese ambassador has made in the re- 
gion in several years. China has not had an 
ambassador in Lebanon for the past three 
















sador here for several years because 
Beirut was a dangerous post for dip- 
lomats, with many kidnapped or killed. 
The Iraqi, French and United States em- 
bassies have all been blown up. In the 
early stages of the Israeli invasion last 
June, Chinese diplomats sent their wives 
back to Peking. 

During that conflict, the Chinese em- 
bassy, situated near the Palestinian head- 
quarters in south Beirut, was badly dam- 
aged by Israeli bombing. No one was hurt, 
but the embassy staff was evacuated to 
Jounieh, a port under Christian control 
north of Beirut. The building has since 
been repaired. Yu arrived in late 1982, 

and early this year, the 
s wives of Chinese dip- 


lomats returned to 
Beirut. 

As well as voicing its 
respect for Lebanese 


sovereignty, Peking has 
continued to give at least 
verbal support to ‘the 
PLO and its leader Yas- 
ser Arafat, who has al- 
ways been given a warm 
welcome on his visits to 
China. As a champion of 
Third World causes, 
China must at least con- 
tinue to pay lip service to 
the PLO to keep up its 
revolutionary creden- 
tials. 

Despite its support for 
the PLO, Peking has not 
wielded the kind of clout 
in the Middle East that 
the US and the Soviet 
Union have been able to 
exert. However, dip- 
lomats believe that 
China has taken a more 
favourable view of the 
US role here than it has 
of the Soviet Union's ac- 
tivities. One Eastern 
bloc diplomat believes 
that Peking wants to ex- 
pand its role in the Mid- 
dle East. In the 1960s 
and 1970s, the diplomat 
noted, Peking had ties with revolutionary 
groups opposed to the status quo in the 
Middle East, But that policy has since 
been altered, and China is now attempting 
to establish relations with moderate and 
conservative governments in the region. 

He observed that Peking is eager to es- 
tablish diplomatic ties»with Saudi Arabia 
— which still has diplomatic ties with 
Taiwan — and that he would not be sur- 
prised to see the Saudis and the Chinese 
normalise relations. Other diplomats said 
Peking is keen to improve its commercial 
links with the Arab world. China has re- 
cently appointed a commercial counsellor 
to Lebanon. Like other countries, China 
sees a potential role in the reconstruction 
of Lebanon after eight years of fighting 
here. 
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Fiatagri's credo 
has always been 
its commitment to 
agriculture. 


Its growing technological development, and its abi- 
lity to foresee the many requirements of farmers 
have enabled it to move from strength to strength 
and win a place among the world's manufacturers. 
Fiatagri means Fiat Trattori, Laverda, and Hesston. 
Three names that have made their mark as leaders in 
their respective fields. 


Fiat Trattori has forged ahead worldwide with its 
Series 66 tractors, a range composed of eight models - 
in the 54/78 hp power bracket. Rugged vehicles that” 
can tirelessly handle any type of terrain and any type 
of farming operation. 


Then there are the highly productive tractors in 
the Series 80, designed to offer the best in driver) 
comfort. Laverda is a forerunner among producers OF | 
combine harvesters for wheat, maize, and rice. Hes- 
ston offers a wide range of machines for the harvest: 
ing of fodder, and agricultural implements (mower- 
conditioners, haymaking machines, chopper-loaders, | 
windrowers, etc.). 


Thanks to the confidence of our customers, We 
are: First in Italy; First in Europe; First in the world for 
crawlers; First in the world for four-wheel drive trac- 
tors. | 


And our thanks go out in anticipation to all those: 
of you who decide to favour us with your preference 
in 1983, and thus become users of some of the most 
prestigious products manufactured by the Fiat Group. 
For further information please consult your nearest dealer or 


Fiat Trattori Direzione Commerciale Corso Marconi 20 (Turin, 
Italy) - Tel. 65651 - Telex 221368 FIATTR I 
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= By Peter Hastings 

-Port Moresby: What does a nation do 

. with an army which is expensive to main- 

| tain and for which there is increasingly no 

_ real role? Of the many colonial sins per- 

| petrated by Australia in bringing Papua 

| New Guinea to independence, one of the 

* most selfish and heedless was to saddle the 

-* newly independent country with an Aus- 

| tralian-style army entirely unsuited to its 

—  peeds. 

There is now considerable debate in 
government circles here about the future 
of the defence force, which costs Papua 
New Guinea A$21 million (US$18.6 mil- 
lion) and Australia A$16 million each 

_ year. The most sensible course is to re- 

AN ch most of its 3,000 personnel, amal- 

-— gamate the best of its officers and men into 

= the 5,000-strong Royal Papua New 

_ Guinea Constabulary and form a special 

paramilitary police force with mixed 

police and military functions. Given the 
country’s growing urban crime and tribal 
violence, this course has many supporters. 

—— . At the same time, it is not a politically 

easy solution. The constabulary, which 

- Costs about A$32 million annually to run, 

— has shortcomings in terms of discipline. 

| training and administration, despite some 

very able senior officers. Nor is there any 
love lost between the two forces. The 

— A army is better trained, its men better dis- 
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-By Mike Tharp 

р Tokyo: The support Prime Minister 
¿Yasuhiro Nakasone lent to the proposed 
8 deployment of United States nuclear mis- 
ў siles in Europe at the recent Williamsburg 


summit raises Japan's foreign policy pro- 
file to a post-war high. But while clearly 
casting Japan’s lot in with the West by 
joining a summit declaration approving 
3 the deployment of Cruise and Pershing II 
- . missiles, the action has caused a serious 
domestic division and is expected to lead 
to a hostile response from the Soviet 
Union. Nakasone's move also calls into 
question his country's generation-long 
tendency towards pacifism. 

In defence of his decision to sign the 
declaration, Nakasone told Japanese 
newsmen: "Those who say that Japan is 
moving closer to Nato are totally ignorant 
of the facts. The objective of the summit 
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nce under attac 
s _ Government circles debate the army's role and whether it 
3 should be combined with the police to raise efficiency 
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ciplined and educated. It is comparatively 
pampered in terms of pay and conditions. 
Both services are likely to oppose amalga- 
mation vehemently. 

What the army lacks is a credible poten- 
tial enemy. Australia previously viewed 
former president Sukarno's Indonesia in 
this light, but it is difficult now to propose 
that Indonesia is likely to attack a 
sovereign „nation, Unlike East Timor, 
Papua New Guinea is not a colonial vac- 
uum. Moreover, if Indonesia were to at- 
tack, at serious risk to all its regional re- 
lationships, the army could not do much 
about it anyway 

The army's top brass, many of whom 
have been through Australian officer 
cadet schools but not its principal staff col- 
lege, want desperately to maintain the 
army. Defence Minister Epel Tito jea- 
lously guards his domain, which he re- 
gards as a political fiefdom. A formidable 
network of alliances bind local politicians 
together in a country which has the largest 
parliamentary turnover of any democracy 
in the world — something close to 8095 
every four years. For this reason, Papua 
New QGuinea's lively Prime Minister 
Michael. Somare, always aware that his 
government rules by dint of political coali- 
tion, has been reluctant to interfere. 

The defence force comprises two infan- 


` Going out on a limb 


Prime Minister Nakasone draws fire from domestic critics for 
= supporting Nato plans to put new nuclear missiles in Europe 


was peace and arms control." And Deputy 
Foreign Minister Moriyuki Motono told a 
group of foreign correspondents on June 3 
that Tokyo's support of the statement in 
no way violates Japan's war-renouncing 
constitution and nor does it involve Japan 
in any new security arrangements with the 
West. “The declaration has nothing to do 
with engaging in defence action,” Motono 
said. “It is participating [in] or sharing the 
concern of the people in Western Europe, 
where the threat of a Soviet nuclear build- 
up is strongly felt. "= 

Many other Japanese saw the Wil- 
liamsburg action differently. On June 5, 
during a panel discussion arranged by 
Japan Broadcasting Corp. (NHK) repre- 
sentatives of Japan's five main opposition 
parties disagreed with the government's 
and the ruling Liberal Democratic Party's 


some Nomads, a heavy land- 
ing-craft Squadron and five attack-class 
patrol boats from the Australian navy. 
The army is located mainly in expensive 
Australian-style barracks in Port Moresby 
and at Moem, near Wewak. There is a de- 
tachment at Vanimo for border duties. 

The force has no mobility and little 
transport capability. It now faces a major 
re-equipment crisis, as most of what the 
Australians left behind — from motors to 
radios — is aging or rapidly becoming un- 
serviceable. The country now faces a 
heavy debt burden just in maintaining 
equipment and quarters. 

Australia would also like to get off the 
defence hook. Most of its annual defence 
aid goes to maintaining around 120 Aus- 
tralian military personnel on attachment 
to help fly Papua New Guinea's aircraft, 
staff its logistics command and run its sig- 





(LDP) stance on the overall question of 
disarmament. The response from Japan's 
socialist and communist parties was pre- 
dictable, but even the conservative Demo- 
cratic Socialists and the centrist Komeito 
and new Liberal Club members of parlia- 
ment expressed reservations about the 
risks of Nakasone's move. 

In the view of Nakasone and his sup- 
porters, Japanese support for the declara- 
tion simply reaffirms a long-standing posi- 
tion that peace and security are best main- 
tained by a balance of power among na- 
tions. In line with this approach, the so- 
called two-track posture being maintained 
by the West at the Geneva intermediate, 
nuclear-force (INF) reduction talks — 
negotiating arms cutbacks while preserv- 
ing the option to deploy certain nuclear 
weapons — makes good diplomatic sense. 
The prime minister's camp also does not 
believe this stance violates either the letter 
or spirit of Japan's constitution, or its 
three principles governing nuclear 
weapons which prohibit their introduc- 
tion, possession and use. Nor is the gov- 
ernment's backing of the US and Western 
Europe seen as constituting any collective 
security arrangement with the Nato coun- 
tries. 

“Nuclear power is actually working as a 
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nals. The Australians are scheduled to be 
phased out in 1988. 

Recently the Foreign Affairs Secretary 
Paulias Matane — a tough bureaucrat 
with a reputation for plain speaking — 
wrote a letter to the commander of Papua 
New Guinea’s defence force, Brig.-Gen. 
G. G. Mamae, questioning the value of 
the army in a world of rapid change. 
Matane said that while amalgamation of 
the “disciplined forces” (police and army) 
might be contrary to Westminster tradi- 
tions, it might well suit the national needs 
of a Third World country. 

Amalgamation, Matane said, would in- 
crease the numbers of trained personnel; 
effect savings through abolishing expen- 
sive military barracks; rationalise com- 
munications, training, administration and 
transport for the two services and make 
them less costly; standardise equipment, 
equalise pay and conditions, and establish 
one disciplined force on a nationwide 
basis. Matane's central argument was that 
the army had failed to do a decent job in 
the one area where it should — in patrol- 
ling the border with Indonesia. 

Others in Port Moresby were quick to 
support him, saying the army, which has 
primary responsibility for border security, 
will only undertake military patrols in- 
volving 30 men or more, heavy equipment 
and air drops. Because of financial restric- 
tions the defence force can now only 
mount two border patrols a year. Sources 
in Port Moresby say these two operations 
combined cost A$60,000. 

Other government critics of the present 
system maintain that with an amalga- 
mated force it would be possible to train 
parties of five or six armed constables — 
somewhat in the style of Thailand's border 
police — for special border patrols. They 


deterrent force for national security," 
Motoharu Arima, a lower-house member 
of the LDP and a defence expert, told the 
REVIEW. “If international security cannot 
be maintained, disarmament is non- 
sense.” 

Nakasone also succeeded in persuading 
fellow summit participants to include the 
following in one of the Williamsburg state- 
ments: 

“The security of our countries is indivis- 
ible and must be approached on a global 
basis. Attempts [by the Soviets] to avoid 
serious negotiation by seeking to influ- 
ence public opinion in our countries will 
fail.” 

The first sentence obviously refers to 
Moscow's mention of possibly shifting 
SS20 nuclear missiles from west of the 
Urals to east of that mountain range, thus 
easing the missile threat on Europe, but 
posing a new threat to Asia. The second 
sentence is an allusion to the propaganda 
barrage Soviet officials have been waging 
against Japan's support of US and Nato 
views on the INF talks. Recently this 
propaganda has suggested that Japan, 
with its dense population and heavy indus- 
trial structure, is especially vulnerable to 
nuclear attack. 

Despite official protestations to the 
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maintain that special patrols comprising 
specially selected police and former mili- 
tary from one national force could be 
mounted in border areas on a monthly 
basis at a fraction of the cost of conven- 
tional military operations involving trans- 
port of troops, weapons and equipment. 
In thé past, army patrols have been too 
infrequent to meet the primary require- 
ments of border patrolling — which are to 
show the flag in isolated border villages lo- 
cated in very rough country and to warn 
off any Free Papua Movement (OPM) 
guerillas and Indonesian military patrols. 
These latter have a habit of losing their 
way, as illicit, hot pursuit of OPM units ac- 
ross the border is euphemistically de- 
scribed. 
So far the suggestion of an amalga- 








FINANCIALLY, 


mated force has been received in stony si- 
lence by police and army alike. Part of the 
problem lies in their mutual dislike of each 
other, especially at the level of middle and 
lower ranks. Over the past 25 years there 
have been 12 violent clashes between 
police and army, most of them in Port 
Moresby. While there have been no 
deaths, there have been numerous in- 
juries, damage to property and increasing 
involvement of civilians. 

Much of this rivalry reflects the coun- 
try's deep-seated ethnic and linguistic di- 
visions — Papua New Guinea. still. has 
more than 700 different languages. But it 
is nevertheless serious: the two forces are 
supposed to be concerned with ensuring 
the nation's security, not with tearing into 
each other at the slightest provocation. @ 


the North of England has a great deal 
to offer Hong Kong investors. 


You'll receive a cash grant of up to 22% of 
the cost of new buildings and machinery for 


a start. There is also negotiable additional 
finance to meet start up costs and in 
Enterprise Zones no local rates are payable 
for 9 years. If you wish to rent space, factory 
rentals are around HK$15 (£1.2) per square 
foot per annum with an initial rent free 
period of up to 2 years. 

Big Tax Advantages Too 

You'll receive 100% profit tax write-off for 
capital equipment, plus 79% tax write off on 








If you'd like to know more call Mr. Bill 
Welton of the North of England 
Council on 5-524257. He'll be happy to 
answer all your questions. , 
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North of England Developement Council 
Bank House, Caríio! Square, Newcastie Upon Tyne NET 
6XE England. Telephone 0632 610026 Telex 537212 

61 Wong Chuk Hang Road, 2/F. Aberdeen, Hong Kong 
Tet 5-524257 The 60782 CHEVT HX 
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S: old champ Jack Dempsey has pass- 
ed to his reward at 87 — 10 years my 
senior. I don't reckon he would mind if I 
now disclosed his unreported and frus- 
trated idealistic ambition which he told 
me to keep secret over the years when I 
knew — and occasionally met — him be- 
tween 1941 and 1957. A few others 
shared that secret but they also have 
since taken the long KO. 

I first met Jack before Pearl Harbour, 
when I was trying to report the Ameri- 
can mood and Pentagon policy on the 
eve of war and when then president 
Franklin D. Roosevelt hinted to me (no 
direct quote then, of course) in a couple 
of personal interviews that the Ameri- 
cans would come happy and united into 
the war only if it was defence against a 
belligerent Japan and not intervention in 
the Hitler-Stalin-Churchill conflict. 

L had covered the Chicago fight when 
Joe Louis flattened Max Baer, and I then 
went to Jack’s Broadway restaurant to 
try to get another non-serious, non-war 
story from him. Jack used to sit at a table 
near the window just inside the bar door 
with his then wife, charming singer Han- 
nah Williams, and often sent drinks to 
new arrivals at the bar — especially if 
they were blacks or Chinese. 

I had the honour of drinking and 
lunching with him during that first and 
subsequent brief visits to New York. He 
was always an embarrassingly generous 


when he discovered that I had been in 
Japan and Shanghai in 1940 and in- 
tended to return there after the war. 
"Listen to me, pal," he said. *I want 
the Chinese — the big fellers from the 
north, not the small ‘uns from around 
Canton — to come into world boxing. 


contrary, new and important policy shifts 
were reflected in the government's action 
at Williamsburg. For example, Naka- 
sone's backing of the scheduled missile de- 
ployment directly contradicts an earlier 
government position. Former prime 
minister Zenko Suzuki urged at the 12th 
special session of the United Nations Gen- 
eral Assembly meeting on disarmament a 
year ago that "the Soviet Union abolish all 
ground-launched, intermediate-range nu- 
clear missiles through its territory, and the 
United States, in its response, not deploy 
its planned new missiles in Europe." 

Motono explained this change by saying 
there was a difference between a pragma- 
lic and an idealistic approach. "No one 
would have believed that Mr Suzuki's ap- 
proach would have been realised," he said 
with unusual candour. “The present ap- 
proach, as it is now conducted in Europe, 
has much more pragmatism in reaching 
the desirable. effect," which is fewer nu- 
clear weapons. 

Pragmatic or idealistic, Nakasone's 
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The Japs аге too small unless they blow | (178 Ib) in the Aussie army in Victoria in 


host and took me into his confidence: 





up their bellies like hippos to do their 
wretched sumo wrestling. 

“Fair boxing brings the world to- 
gether. We won't have any black-and- 
white trouble here so long as old pals like 
Joe Louis keep boxing us whites — and 
beating us honestly most of the time. 
You saw Joe bump out Baer. Joe's a 
good friend. So" — he added quickly — 
"is Baer." 

I couldn't resist telling Jack about my 
only meeting with Joe before the 
Chicago bout. I had been seeking 
another light story following my serious 
meeting with Roosevelt in Washington. 

As I got up to leave, Joe cast an aside 
at me: "Done a bit of boxing yourself, 
haven't you?" I was delighted. I had 
been an alleged light-heavy champion 


Dempsey: fair boxing unites the world. 





alignment with US President Ronald 
Reagan's nuclear-weapons position was 
taken largely on his own initiative. The 
INF talks were not included in Tokyo's 
pre-summit planning. As a result, the Ja- 
panese bureaucracy has had little chance 
to forge the usual consensus vital to speak- 
ing with one voice on the issue. 


S ior of the Cruise and Pershing II 
missiles clearly is at odds with Japan's 
three principles governing nuclear 
weapons, several observers said. Ryuchi 
Ichikawa of the Komeito Party told the 
NHK audience that the planned deploy- 
ment would “violate Japan’s fixed policy 
of the three non-nuclear principles,” even 
though Nakasone’s support was for 
weapons deployment in Europe, not 
Japan. Members of the socialist and com- 
munist parties held the same views. 
Opponents of the Williamsburg de- 
claration also argued-that Japanese sup- 
port of Nato's nuclear-weapons stance 
continued a trend towards substantial im- 
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1925 and 1926 but in 1927 (when I was 
celebrating my 21st birthday) had my 
nose broken by a Richmond infantry- 
man, Paddy McQuirk, and the fight was 
stopped in the sixth round. “How did 
you know?” I asked Joe, squaring my 
then 35-year-old shoulders. “Your nose 
looks kind of broke to me,” said Joe. 

Jack shared my laughter and then 
said: "Now remember, Dick. I don't 
want you to tell this to anyone. But when 
you go back to China [which I did in 
1956-57], try to get the Chinese interest- 
ed in boxing and tell them that if they 
have a good big feller who could march 
into the ring, to send him here for train- 
ing. Give 'em my name and address and 
tell them to let me know. I'll give all 
the help I can. We don't want their old 
Boxers with sticks and stones but no 
gloves. We want the real boxers." 

I promised. I did my best. I raised the 
subject several times with Chinese 
sportsmen and party leaders from 
Shanghai and Peking to Urumqi and 
Xian when I was working in China. I left 
Jack's address. 

But there was no real interest. I wrote 
Jack a last letter from Shanghai — 
which, I craftily hoped, might be opened 
and read by comradely censors — giving 
him addresses. His reply to me, charac- 
teristically realistic and terse, was: 
“Forget it, Dick. They don’t care. So 
now we won't either,” 

RIP, Jack Dempsey. Remember he 
was not just heavyweight world cham- 
pion from 1919 to 1926 — his record in- 
cluded 21 first-round knockouts. The 
Chinese could never have challenged 
him when he was at his peak. Indeed, 
who could have challenged him then? 









































provements in Tokyo's military capabil- 
ity. Specifically, they fear there is a new 
development in Asia’s inclusion in the 
arms reduction talks. These opponents 
are concerned that any threat posed by 
Soviet SS20 missiles in Asia would be used 
to justify an ever-greater build-up of de- 
fence strength. 

If, as people like Motono believe, 
Japan's support of the Williamsburg de- 
claration will help propel the US and the 
Soviet Union further down the road to- 
wards a negotiated nuclear-arms accord, 
then Nakasone's initiative can be viewed 
as an eminently worthwhile effort. But if, 
as many opposition political parties and 
Japanese editorial writers suggest, Japan- 
ese support for the declaration will further 
complicate an already difficult task, the 
prime minister's action must be seen as 
counter-productive. What is clear is that 
Nakasone's signature on the declaration 
marks a watershed in Tokyo's foreign po- 
licy — a course which will be extremely 
difficult to reverse. 
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Canon electronic 
What comes out 


There are two ways to judge an \ 
electronic typewriter; by the technology \ \ | / 
that goes into it, or the pages that come \ | 
out of it. Canon's AP500 is a standout | 
either way. | 


И has every imaginable electronic 
feature, including one key correction of 
mistakes you may have made even three 
or four lines earlier. And if you want, you 
can keep many different projects stored by 
file name in memory, so you can call them 
up later and revise them, or print them out. 


But features like these are no more 
important than the basic precision of the р. 
machine itself. And this is where Canon's ; 
background in integrating mechanics and 
electronics makes a big difference. In 
areas you normally wouldn't notice, Canon 
goes the extra distance to do it right. Our 
Carriage is so sophisticated, for example, 
that it can actually anticipate your typing 
speed and make small correction for 
smoother travel. Even the gears that 
control the movement of the paper are 
much more advanced than the kind you 
find on most other machines. They allow 
you to back up several lines to make a 
correction and then relocate to within | 
fractions of a millimeter of where you left | 
off. In fact, the AP500 is so advanced that 
you can erase a two-letter word and insert 
a three letter word with micro justification. | 


All this extra care adds up to better- 
looking documents. And at Canon, we think 
that's what electronic typing is all about. 


AP500 features: e Tex! storage expandable to 32.000 
characters. @Correction memory of 500 characters for one-touch 
correction. € Format storage for frequently used tabs, margins and 
page sizes. e Line framing for charts. graphs. etc. € Automatic 


centering, paper feeding, underlining, bold type, numerical columns 
precision for productivity 


Canon 


ELECTRONIC TYPEWRITERS к 


CANON INC. TOKYO, JAPAN For further information, please contact: Hong Kong Jardine Marketing Services Ltd. P.O Box 30748 Tel. 5-7909011 Indonesia P T. SAMAFITRO Jakarta Tel 356621 
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It took Marco Polo 
a lifetime to do 
what we doina day | 


“For the real traveller, the world is getting bigger" 
Marco Polo 








ARCO POLO travelled far to bring "mm 

the wonders of East and West. But he never saw 
some of the places Cathay Pacific can show the real 
traveller today. Places he can reach in a day that would 
have taken Marco Polo a lifetime. 


Today, the real traveller flies in the hands of 
experienced pilots. Aboard our fleet of Rolls-Royce 
powered 747s and Super TriStars. Enchantingly 
attended by the grace and beauty of nine Asian lands. 
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Cathay Pacific is the airline that has chosen 
Marco Polo as its inspiration. 

For he was the world's first real traveller. 
He discovered the best of East and West. 

And his secret is now ours. 

Cathay Pacific is the airline devoted to the real 
traveller. To you, the modern Marco Polo. 


THE REAL TRAVELLER'S WAY. 
У | 
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Household appliances is written with a “Z” 


Every single working day 16,000 domestic appliances roll off 
our production lines. 

Bound for kitchens anywhere in 111 countries. 
Because we are Europe’s biggest manufacturer of domestic 
appliances ...and its most innovative. 

Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
To bring you technology you can really feel at home with. 
Because Z is for Zanussi. 





ZANUSSI 


people working for people 


Industrie Zanussi spa 
P.O. Box n. 218 - 33170 Pordenone (Italy) 
Tel. (0434) 3941 - Telex 450363 - Cables: Zanussi spa Pordenone 


KONE 


hat is the secret behind the suc- 

essful design, management and de- 
ivery of massive turn-key projects? 

dvanced technology is, of course, 
a prerequisite, but the business 
now-how and resources of the 
supplier are equally important. 

ake, for example, the Amacan 
Copper Mine on the island 
Mindanao, the Philippines, with 
its deposits of 100 million tons 
of ore. When KONE arrived at the 
site in 1979, there was nothing but 
ropical rain forest which thrived on 
the torrential rains, steaming heat 
and occasional typhoons. 


We had to build and install 
complete crushing and screening 
plants and supply most of the con- 
centrator equipment for this proj- 
ect. By August, 1982, the first 
copper concentrate was 
produced. 

And there are many other ways 

in which KONE's superior tech- 
nology. reliable business know- 
how, and quality products can 

give you more. 

Find out how you can benefit from 
KONE expertise. Write to our 
president, Pekka Herlin, at company 
headquarters, or contact 

your nearest KONE 
representative. 


Turnover: US $600 million 
Employees 

13,000 worldwide 

Production plants, subsidiaries, 
joint ventures and agents 


KONE Regional Office 

354 Orchard Road No. 03-12 
Shaw House 

Singapore 0923 

Phone 7349588 


lex kone 


Our Annual Report is available upon request 





"| never gamble at the table? 
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Rajendra; Malaysian fishermen: a care for the dispossessed 


POETRY 


Strength underpinned with skill 


Hour of Assassins by Cecil Rajendra. 
Bogle-L Ouverture Publications, Lon- 
don. £2.95 (US$4.50). 


CECIL Rajendra is Malaysia's best-known 
poet, but he is much more than that: he is a 
one-man pressure group, committed to 
awakening people to the social evils that 
beset his country and the world in general. 
His poems have been internationally 
acclaimed, but in Malaysia he is a highly 
controversial figure with as many detrac- 
tors as admirers, and this book — his sixth 
and his best so far — will probably win him 
as much vilification as praise there. 

It is difficult to be "indifferent to 
Rajendra: his vitality ensures a response 
of one kind or the other, and in this book 
the familiar strength is underpinned by a 
more deft skill with words, and a deadlier 
aim for his barbs, than can be found in his 
previous anthologies (Bones & Feathers, 
1978, and Refugees & Other Despairs, 
1980). The sacred cows, pompous myths 
and hypocrisies of established power 
emerge mauled, exposed, discredited, de- 
flated, ridiculed or lampooned. 

Local establishment apologists will no 
doubt take the bait, and respond as shrilly 
as they have done in the past. For instance, 
his legal peers (Rajendra is a lawyer and 
runs a practice in Penang) will not relish 
the distinction he draws in poems like Pro- 
per Attire between justice and the legal rig- 
marole with its "paper-shifting inanities." 

The local literary establishment, 
staunchly formalist, has reviled 
Rajendra’s work on account of its social 
commitment, which is seen as a “pollution 
of literature" and "artistically gross," but 
Rajendra has paid no heed to these ad- 
monishments: the latest volume has more 
social content than ever, as well as a biting 
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parody of the whole detached “art-for- 
art's-sake" approach in Instructions to 
‘true’ poets: "You must concentrate on 
precious things like love & loneliness; you 
must steer clear of obnoxious cliches like 
blood & dying children." 

Religious establishments, whether Is- 
lamic or Christian, also come under at- 
tack. There are poems about the plight of 
rubber tappers, dispossessed farmers, 
fishermen "developed" off their beaches, 
the homeless, the hungry; the politicians 





who change their tune once they are in 
power; businessmen who cash in on other 
people's heritages; all the modern mad- 
nesses of war, the arms race, ecological 
ruin — it is all there, cuttingly and mov- 
ingly. 

But Hour of Assassins is more than a 
catalogue of evils; much of it is also fine 
poetry. Rajendra's art has developed 
steadily through the years, and though he 
is still inconsistent, in many of these 
poems he succeeds in taking his readers 
(those of them he does not antagonise!) 
with him, through subtle rhythms in the 
written words that complement the sub- 
ject matter and cut the dross from images. 

— KEITH ADDISON 





POLITICS 


A study in relations 


A Family Affair by Ved Mehta. Oxford 
University Press, New York, 1982. 
US$14.95. 


IN A Family Affair and in The New India 
(published in 1978) Mehta. a well-known 
writer of fiction, undertakes to present the 
history of independent India from an un- 
common perspective. “A study of Indian 
politics,” he says, “has to be a study of the 
shifting power and influence of its ruling 
families and their close and distant rela- 
tives.” 

He sets out to do so by examining Prime 
Minister Indira Gandhi's son Sanjay's 
meteoric rise and the declaration of the 
Emergency, the end of “mother and son 
dictatorship” and the rise and fall of the 
Janata government. He ends his account 
with Mrs Gandhi back at the helm again 
trying to groom a new successor in her sec- 
ond son Rajiv. 

The book falls short of its stated objec- 
tive. Mehta's account records the doings 
of parents and children in Indian politics 


| 





but does not go deeper than the 
chronological narrative. As it stands, it 
merely reinforces the stereotypes of fami- 
ly loyalty and dependence without explor- 
ing the socio-cultural roots of this 
phenomenon of filial promotion in mod- 
ern Indian politics. The involvement of 
family in politics is as much a continuation 
of a feudal tradition as it is an indicator of 
troubled times when the political and 
ideological bonds are fragile. In the jungle 
of self-aggrandizing politics, blood-ties 
become the most reliable means of secur- 
ing and wielding power. 

Although Mehta's style makes for very 
entertaining reading and his approach is 
novel, his failure to go beyond chronicling 
the affairs of Mrs Gandhi's, Morarji 
Desai's and Charan Singh's families does 
not raise A Family Affair above the 
pléthora of books about Indian politics 
that have appeared since the lifting of the 
Emergency. — GEETANJALI SINGH 





e Books Extra: page 97. 





Peking seeks tighter control over local investment spending 


Return to the centre 


By Robert Delfs 

Hongkong: China will act to bring invest- 
ment spending under strict centralised 
control, Premier Zhao Ziyang told the 
inaugural session of the current sixth Na- 
tional People’s Congress. Recentralisa- 
tion is seen as necessary to avert another 
squeeze on capital and resources, such as 
that which caused the 1979-81 economic 
readjustment. 

Key construction projects in the areas 
of energy апа transportation are 
threatened by a “conspicuous problem of 
inadequate financial resources” due to ex- 
cessively decentralised investment, Zhao 
said. 

Vice-Premier and Minister in Charge of 
the State Planning Commission Yao Yilin 
joined Zhao in condemning excessive 
fixed investment. Yao pointedly criticised 
the resurgence of rapid heavy-industrial 
growth last year. This put additional strain 
on China's weak energy and transport sec- 
tors, Yao said, and aggravated shortages 
Of timber, steel and cement with the effect 
of denying essential raw materials to the 
light-industrial sector. 

This is the first time that China's top 
leadership has openly acknowledged that 
the dramatic 9.9% resurgence in heavy- 
industrial growth last year was in fact a 
dangerous development rather than a 
cause for celebration. 

Yao's report said that total industrial 
production in the first four months of this 
year was up by 7.6% over the correspond- 
ing period last year, but the Xinhua news- 
agency reports did not include break- 
downs for heavy- and light-industry 
growth rates this year, saying only that the 
rate of light-industrial growth was basi- 
cally “as planned." But since the 1983 plan 
calls for light industry to grow by 3.996 
and heavy industry by 4.1%, the early fig- 
ure suggests that heavy industry continues 
to exceed the planned growth rate. 

The pressure on funds for key infra- 
structural projects supported by the cen- 
tral government is exacerbated by con- 
tinuing fiscal problems. Although govern- 
ment revenues finally recovered from a 
three-year slide last year to show a modest 
2.3% increase, China still showed a 
budget deficit of Rmb 2.9 billion (US$1.46 
billion), according to the. report of Fi- 
nance Minister Wang Bingqian. (Total re- 
venues include loans receipts of Rmb 4 bil- 
lion, implying a shortfall of Rmb 7 billion 
in domestic revenues relative to total state 
expenditures.) 

In the first four months of this year, ex- 
penditures were 9.7% higher than the cor- 
responding period last year, Wang said. 
This is three times as high as the relative 
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increase in government revenues over the 
same period. 

China's leaders face a dilemma. Replac- 
ing state control of the allocation. of 
economic resources in favour of decen- 
tralised economic decision-making is the 
core of the Dengist group's programme. 
New policies which treat industrial enter- 
prises as autonomous entities, which can re- 
tain profits for their own use, have led to 
the growth of so-called extra-budgetary 
funds equivalent to 60% of the total state 
budget, most of which are under the con- 
trol of individual enterprises and local ad- 
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ministrative units. Loan funds allocated 
by the People's Construction Bank have 
supplemented the growing amount of in- 
vestment funds which Peking cannot di- 
rectly control. 


(о солиме expenditures under 
the state budget last year (Rmb 27.7 
billion) represented only 49.8% of total 
capital construction, down from 56.8% in 
1981. Locally raised capital-construction 
funds topped the planned figure by Rmb 
5.2 billion and capital construction fi- 
nanced by bank loans was Rmb 3.7 billion 


Fighting the heavy brigade 


Energy becomes the focal point of China's top 
planners as they continue the industrial debate 


Hongkong: Readjustment policies to re- 
duce investment and dampen heavy-in 

dustrial growth in favour of light industry 
were first initiated in 1979, following the 
key victory of Deng Xiaoping and his sup- 
porters at the December 1978 third 
plenum of the 11th Central Committee of 
the Chinese Communist Party. 

Soaring government deficits and an 
overstretched. construction sector were 
the primary factors in the attack on exces- 
sive investment. Shorter lead times and 
higher returns also favoured investment in 
light industry. The Dengists wanted to 
slash heavy industry in favour of light to 
give China's long-neglected consumers a 
stake in the nation's economic growth. 
But the critical underlying factor was the 





lack of infrastructural support, particu- 
larly energy, 

Primary energy output growth dropped 
dramatically from 11.2% in 1977 to only 
2.8% in 1978, falling 1.2% in 1979. 
China's leaders awoke to the realisation 
that hopes for a dozen more Daging oil- 
fields were just dreams — that to sustain 
any significant economic growth at all in 
the face of stagnant energy growth would 
require dramatic efforts to improve 
energy conservation and efficiency and a 
massive shift towards light industry which 
consumes much less energy per unit of 
output value than heavy industry. 

Opposition to the readjustment policies 
came from former party chairman Hua 
Guofeng and the powerful "Energy 
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higher than planned (thé actual targets for 
these two categories have not been publi- 
cised). This contributed to ап un- 
scheduled 25% increase in total capital- 
construction investment. ~ 

At the same time, central-government 
revenues available to finance large-scale 
infrastructural projects have declined in 
three of the past four years. New projects 
started at the local level also compete with 
projects supported by the central govern- 
ment for scarce raw materials and support 
services, and put additional demands on 
the strained energy and transport sectors 
which the central government is trying to 
build up. Because of this, the decentralisa- 
tion process has come into conflict with 
the need to maintain a high level of invest- 
ment in energy and transportation, two 
bottlenecks which must be eased if China 
is to sustain any significant rate of 
economic growth. Investment in the 
energy sector last year actually declined as 
a proportion of total capital-construction 
investment to 18.3% from 20.6% in 1981. 

Expansionist heavy-industry depart- 
ments are part of the over-investment 
problem. Heavy-industry projects are seen 
as prestigious by local administrations and 
their advocates are often highly placed 
and well-connected. From local economic 
perspectives there are often sensible mo- 
tives for projects which ensure reliable 
local sources of supply for critical inter- 
mediate industrial products. What the 
central planners may view as wasteful and 
inefficient duplication can be a rational re- 
sponse to an irrational and inefficient sup- 
ply and transportation system. 

Heavy-industrial establishments. were 
apparently able to compete more effec- 
tively for scarce energy and raw materials 
than light industry last year by virtue of 
their larger scale of operation and 


Clique" which included Yu Qiuli, then 
head of the State Planning Commission, 
and Gu Mu, then head of the State Capital 
Construction Commission. Both have 
been withdrawn from ir respective 
commissions though they rétain infhience 
as state councillors and Yu remains a 
member of the politburo. _ 

Despite resistance, heavy-industrial 
growth was brought down to only 2% in 
1980 and by 1981 it actually fell by 4.7%. 
In the same year light industry, after two 
consecutive years of double-digit growth, 
overtook heavy industry for the first time 
with 51.4% of the gross value of industrial 
output. 

Total capital-construction investment, 
which soared 31.3% to Rmb 47.9 billion in 
1978, continued to climb to Rmb 50 billion 
in 1979 and Rmb 53:9 billion in 1980. The 
levelling off of the growth rate in those 
years concealed the fact that while invest- 
ment under the central budget remained 
steady in 1979 and declined by almost 30% 
in 1980, local investment rose by a quarter 
in 1979 and a startling 145.7% in 1980. 
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superior leverage within the economic 
bureaucracy. Competition is particularly 
serious with respect to electric power, 
steel and timber. But a large proportion of 
the unplanned local investment in 1982 
was apparently concentrated in light in- 
dustry and processing. These are areas 
which Peking wants to stimulate, but in 
the eyes of central planners too many of 
these investments duplicated existing ca- 
pacity or were otherwise deemed an ineffi- 
cient use of capital. 

This is not surprising. Imbalances in 
China's not-yet-free pricing structures 
(though gradual reforms are under way) 
have naturally led to over-concentration 
in products with large built-in profit mar- 
gins, even if these items are already in 
plentiful supply and, hence, may prove 
difficult to sell. 

Since prices of items in short supply 
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Zhao: pressure to avert 





A significant reduction in capital-con- 
struction investment was finally achieved 
in 1981. The total figure declined 20% to 
Rmb 44.3 billion with cuts in both central 
and local investment. But the victory over 
runaway capital-construction costs proved 
short-lived as total capital-construction 
expenditures soared again to Rmb 55.5 
billion in 1982, fuelled by excess local 
spending of Rmb 5.2 billion and Rmb 3.7 
billion in over-spending from a relatively 
new category of capital-construction in- 
vestment — bank-loan financing. 

The first signs of resurgence in heavy- 
industrial growth were apparent by mid- 
1982 when Minister of the State Economic 
Commission Zhang Jingfu warned in a 
speech that June heavy-industrial output 
had exceeded that of light industry in the 
same month. He noted that demand for 
energy and transport was becoming exces- 
sive and that coal inventories were becom- 
ing depleted in some areas. By Sep- 
tember, when output figures for January- 
July became available, it was apparent 
that the final heavy-industrial growth-rate 


have not been allowed to swing upward 
sufficiently to reflect their true scarcity 
value, there is insufficient inducement for 
producers to use their new economic free- 
dom to make them. What makes this 
worse is the lack of adequate market infor- 
mation and a rather high incidence of 
strategic error by managers and local plan- 
ners, understandably inexperienced in the 
intricacies of China's new quasi-market 
economy. 


е 2. larger problems of excessive and in- 
appropriate investment can be attribut- 
ed in part to growing pains which are prob- 
ably unavoidable in the course of a major 
policy transition such as China is under- 
going. China’s industrial economy, like 
the agricultural sector, will probably 
perform better if the economy is man- 
aged with macro-economic “levers” of 
taxes, floating prices and credit controls 
than by Stalinist bureaucratic fiat. But 
China has barely begun to fashion these 
new tools and it will take much longer to 
fine-tune their effects. 

In the meantime, it is necessary to as- 
sure adequate levels of investment in 
energy and transportation or the entire 
game will be forfeit, reforms and all. Puta- 
tive economic freedoms do little to help a 
factory which cannot get enough electric- 
ity to run its machines at any price. Nor 
will internal steps to improve efficiency 
have much effect if needed raw materials 
do not arrive in time to meet production 
schedules. 

Significantly, in almost the same breath 
that Zhao announced that state controls 
over investment would be strengthened, 
he also stressed that the reform pro- 
gramme would not only continue but 
intensify. 

Zhao identified several priority areas 





figure would be in the range of 8-10% 
(REVIEW, Oct. 1, '82). 

The final 1982 figures released in April 
showed light-industrial growth droppa 
to only 5.7% while heavy industry gaine 
by 9.9% — more than twice the planned 
rate. 

A debate over the balance of heavy and 
light industry within the economy evi- 
dently continues. Several articles support- 
ing heavy industry appeared carlier this 
year in influential newspapers and the 
party journal Red Flag. One article in the 
Guangming Ribao published on April 11 
argued that faster growth rates for heavy 
industry are basically “normal.” The au- 
thor stated that the relative proportions of 
heavy and light industry. should be 
stabilised at 55% :45% for the next decade 
and 57% :43% in the following decade. Не 
suggested quotas on energy and raw mate- 
rials to prevent heavy industry from 
“grabbing the share belonging to light in- 
dustry”; light industry's share of electric 
power consumption would be 13% and of 
steel 14%. — ROBERT DELFS 
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Continued reforms in the planning sys- 
tem under China’s tripartite mixed eco- 
omy of mandatory planning and fixed 
prices, guidance planning and floating 
prices and free-market regulations for dif- 
ent products and sectors (REVIEW, 
ct. 15, 82). 

+ Reorganisation of distribution channels 
nd development of “unified socialist 
narkets.” 
Reforms in the wage system to create 
‘true incentives for workers (REVIEW, 
рг. 28). 
eforms in personnel systems to make 
iring and firing more flexible and to allow 
dined workers to be used more rationally 
nd make professional progress in their 
areers. 
At the same time, Zhao and Yao were 
uncompromising in their insistence that 
excessive investment would be controlled. 
The target is to reduce total fixed invest- 
ment by state-owned units by 11.6% to 
Rmb 74.7 billion this year, of which capi- 
lconstruction investment is expected 
to fall to Rmb 50.7 billion, a р of 
7%. 
































































hao’s report did not elaborate on what 
means would be used to.control extra- 
budgetary investment, but new provisions 
announced earlier this year, while strict, 

rupulously respect the new prerogatives 
f enterprise management and local gov- 
nments. The first step is a 30% “energy 
d transportation investment" surcharge 
to. be levied on self-raised capital-con- 
struction investments of localities and de- 
partments in excess of indices approved by 
е state. 

Controls on bank-financed investment 
will be carried out mainly through tighter 
enforcement of credit policies with the 


Construction Bank. There will be a tem- 
porary freeze on new loan accounts at the 
People's Construction Bank this year and 
projects already under way will be given 
priority in loan allocations. This, unfortu- 
tely, is the kind of measure which in- 
ably reinforces the tendency for enter- 
prises to initiate as many new projects re- 
quiring capital as possible when controls 
are loosened. 

Zhao also stressed that a major shift in 
the balance of fiscal power between state 
and local authorities is on the way. This 
has been raised before at National 
People's Congress sessions after disap- 
_ pointing revenue figures were announced, 
; with little apparent effect. But the large 
. amount of investment by localities over 
the plan reported for 1982 supports the 
Finance Ministry's arguments that the 
' provinces are retaining too much and the 
. treasury is getting too little. 

< The reorganisation of local government 
administrations earlier this year, which 
as largely successful in moving younger 
leaders who support Dengist policies into 
"key positions, is also.likely to induce a 
more accommodating response to the cen- 
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A hesitant freedom 


New guidelines for independent collective wage bargaining 


are received with a marked lack of enthusiaim 


By V. G. Kulkarni 

Singapore: The 1983 wage guidelines re- 
commended by the National Wages Coun- 
cil (NWC) have been routinely accepted 
by the government of Prime Minister Lee 
Kuan Yew. Although the NWC is an ad- 
visory bó its: annual guidelines have set 
which wage rises — in- 
nionised government 
` enerally been settled 
since 1972, Since last year, however, gov- 
ernment leaders have been emphasising 
the advisability of collective agreements 
between employers and unions on wages, 
independent of the NWC. 

Given the lack of union militancy in the 
republic and the successful conciliatory 
role played by the NWC, free collective 
bargaining is a long way off. Accepting the 
latest NWC guidelines | late last month, the 
Labour Ministry again urged major com- 
panies and unions to pave the way for col- 










‘lective bargaining. But employers were 


reticent to speculate on the future of free 
bargaining and even pro-government 
union leaders were ambivalent on the 
matter. Some unionists made pro-forma 
statements. supporting the official policy 
and others appeared to prefer the NWC's 
tutelage. 2. 

For the year beginning July 1, the NWC 
recommended rises ranging from 2-6% 
plus a fixed inerement of S$10 (US$4.76) 
per worker. This is slightly lower than the 
previous year's rises of 2.5-6.5% plus a 
fixed S$18.50, and last year's rises were 
themselves much lower than the double- 
digit increases awarded by the NWC inthe 
previous three years when the govern- 
ment embarked on restructuring the econ- 
omy and raising wage levels at the same 
time. The aim then was to move Singapore 
into capital-intensive, high-technology in- 
dustries with high value added. 

The NWC was set up in 1972 as a tripar- 
tite body equally representing top civil 
servants, business and union leaders with 
the aim of obviating free bargaining and 
ensuring industrial peace so as to attract 
investment from abroad. Many senior 
leaders of the ruling People's Action Party 
hailed from the rànks of militant unions, 
but once in power these ex-unionists felt 
that union demands had to dovetail with 
national economic priorities. 

The very success of the NWC in the past 
12 years may be standing in the way of re- 
version to free bargaining. In the eyes of 












the workers and the public generally, the | 


NWC and the government (which accepts 
and gazettes its recommendations) have 
taken on the important role of employers.. 


Since last year the government has tried to. 
distance itself from this unwanted respon- : 
| sibility by downp 


NWC. 
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Last June, Trade and Industry Minister 
Tony Tan called for a new style of deliber- 
ations at the NWC where the government 
would take a low profile after providing 
the relevant macro-economic informa- 
tion, intervening merely to achieve unani- 
mity if negotiations got out of hand. The 
idea was that after a suitable period of 
transition, negotiations for guidelines 
should take place between unions and em- 
ployers — with the government involved 
merely as an employer. 

The government’s rationale was that it 
did not want to erode management's au- 
thority in determining wage costs. How- 
ever, barely two months after Tan’s state- 
ment, Lim Chong Yah, chairman of 
NWC, wrote in a publication of the Na- 
tional Trades Union Congress (NTUC) 
cautioning against the complete abdica- 
tion of the government's role in the NWC. 


М": last October the then labour 
minister Ong Teng Cheong — now 
secretary-general of the NTUC and con- 
currently minister without portfolio — 
urged major companies and their unions 
to negotiate their own wage rises without 
waiting for the NWC guidelines. Ong 
wanted such negotiations to be completed 
before the NWC sessions began in Feb- 
ruary. so that these could serve as “market 
signals for other industries to follow." But 
Ong's call went unheeded and unions 
began discussing precise wage rises with 
management early this month only after 
the guidelines were passed by government. 

The lack of enthusiasm for independent 
collective bargaining despite government 
advocacy could indicate that leaders of in- 
dustry and labour are unsure how unanim- 
ous the new official policy is, orare merely 
complacent about the cosy NWC set-up. 
Some. sources say that the policy of free 
bargaining may not have the backing of 
the entire cabinet, especially of the old 
guard in it. Significantly, statements put- 
ting forward the new policy have come 
from the second-generation cabinet mem- 
bers and not from the long-standing top 
leadership. If the policy does not catch on, 
there would still be time to amend it, the 
thinking goes. 

Moreover, in the past decade and more, 
the unions have been thoroughly tamed 


under -the officially sponsored NTUC. 


year several omnibus unions 
split into nine industry-based 
unions and the trend is to encourage smal- 


ler ‘house unions along Japanese lines. 
Even if the government were to genuinely 





fulfil ti w.policy, it would take a long 
maller unions to get used to 


the idea of dir ct collective bargai 
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Regional industrial development is given a steel foundation 


A costly status symbol 


By Susumu Awanohara 

Jakarta: The old notion that a nation-state 
is somehow incomplete without an inte- 
grated steel mill, still seems to sway Asean 
leaders. The Indonesians have been mak- 
ing additions to the so far notoriously inef- 
ficient Krakatau Steel complex; the 
Malaysians are undertaking a dramatic ex- 
pansion of upstream iron-making capa- 
city, and the Filipinos appear ready to em- 
bark on their own much-touted integrated 
steel mill. Thailand is likely to fall behind, 
but even there advocates of integrated 
Steel production are emboldened by the 
development of natural gas, which can be 
used to produce iron from iron ore. Only 
Singapore has taken a clear decision to opt 
out of ambitious expansion. 

The obvious question is whether inte- 
grated steel production in Asean really 
makes sense. Advocates insist that steel 
involves not only national pride but also 
national security. They argue that steel is 
used in, among others, basic and military 
industries which need to reduce their de- 
pendence on imports for raw materials. 
Almost any type of industrialisation is a 
heavy user of steel products and, there- 
fore, a stable supply of crude steel — in 


the form of blooms, billets and slabs — is 
essential for further downstream proces- 
sing, the argument goes. 

The raw material for the region's crude- 
steel making has been mainly scrap iron. 
In recent years, the availability of ship- 
breaking scrap from within the region has 
often been curtailed; its price has also 
been extremely unstable. The supply of 
scrap iron from the United States — a 
major exporter to Asean — has also ap- 
peared uncertain at times, with domestic 
US pressure to limit overseas sales. 

It thus seemed to make good sense for 
Asean countries to produce their own 
sponge iron — an alternative raw material 
for crude steel making — from iron ore, 
using the newly developed direct reduc- 
tion method. This method, unlike iron- 
making in blast furnaces — the dominant 
method — does not require expensive 
coking coal but uses instead either steam- 
ing coal or natural gas. And it is economi- 
cal at a much lower level of output. 
Whereas the economic size of a steel mill 
using a blast furnace is 3 million tonnes à 
year and above, a mill using the direct re- 
duction method can be efficient at 10% of 


Krakatau's production is 
coated in confidentiality 


Jakarta: Critics are convinced that PT 
Krakatau Steel is by far the biggest of the 
indvstrial white elephants owned by the 
Indonesian Government. Supporters re- 
tort that Krakatau Steel is not intended to 
make a profit but that even so, if the com- 
pany's steel-making facilities were sepa- 
rated from the huge infrastructure and 
judged on their own merit, they would be 
commercially viable. 

In fact very little of substance is known 
about Krakatau Steel — the country's 
single integrated steel complex in Cilegon, 
West Java, 120 kms west of Jakarta. Two 
phases of the complex — the first centring 
on infrastructure, iron-making and long 
products, and the second featuring flat 

roducts — have been completed and a 
oan is being syndicated for a cold-rolling 
mill which will further process the hot- 
rolled products, coming from phase-two 
facilities. 

Physically at least, Krakatau Steel 
seems to be shaping up better but the com- 
pany continues to be highly reticent about 
disclosing information on its losses or its 


corporate restructuring, designed to cut 
losses. Private, downstream steel manu- 
facturers are unhappy about Krakatau's 
monopoly of steel raw-material imports 
but they were relieved by the recent 
27.6% devaluation of the rupiah, which 
reduced the gap between Krakatau's 
prices and the lower international prices. 

Krakatau Steel started out as a Soviet 
aid project in the early 1960s and was sus- 
pended in 1966-67 during the political 
chaos that followed the alleged com- 
munist coup attempt. Official literature 
claims that 80% of the machinery from the 
Soviet Union had already arrived in Cile- 
gon and preparation for the infrastructure 
was well under way before the project was 
suspended, though no one seems to know 
what has happened to the Soviet 
hardware. Later the project was taken 
over by the state oil company, Pertamina, 
which then abandoned it at the time of its 
financial crisis in the mid- 1970s. Currently 
Krakatau's board of commissioners in- 
cludes representatives from the finance 
and industry ministries as well as the In- 


that size. This suits Asean countries with 
still rather small steel markets. 

There was also a desire to manufacture 
flat steel products, as opposed to the 
long products on which the region's 
steel industry had been centred. Demand 
for flat products tends to pick up sharply 
as economies develop and technology re- 
quired for their production is higher than 
for long products. With the construction 
of the coveted hot and cold strip mills, re- 
sulting in output of sheets, coils and pipes, 
the integration of the industry will become 
complete: steel processors at various 
stages will no longer depend on imported 
materials, proponents have argued. 


trong arguments have been advanced 

against hurried integration of the re- 
gion's steel industry. Steel production is 
capital- and technology-intensive and has 
a low rate of return on investment. Heavy 
state support is necessary for site acquisi- 
tion, infrastructure development and pro- 
vision of utilities. Taxpayers and consum- 
ers are likely to be further penalised 
through protection against imports, at 
least at the industry's early stages. 








vestment Coordinating Board; the presi- 
dent-director, T. Ariwibowo, is a former 
Industry Ministry official. 

Most of the key components of phase 
one were completed from 1979 onwards. 
Phase one included a direct reduction 
plant with a total capacity of 2 million ton- 
nes a year, turning iron-ore pellets im- 
ported from Sweden and Brazil into 
sponge iron; a billet plant with 500,000 
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While achievement of efficiency in time 


is not ruled out, and less tangible social 
benefits arising from establishment of 
heavy industry are ised, experts. 
also point to the possi that import 
substitution upstream (that is in iron or 
crude steel making) would do greater 
damage to the economy than even unsuc- 
cessful downstream import substitution. 
This is because both the upstream invest- 
ment, which has to be protected, and the 
number of down- 
stream industries, 
whose cost structures 
will be inflated, are 
much greater than in 
the case of light manu- 
facturing. 

Others point to the 
lack of skilled man- 
power when caution- 
ing against hasty 
moves to integrate the 
steel industry. Lack of 
synchronisation be- 
tween manpower train- 
ing, on the one hand, 
and the erection of 
productive facilities, 
on the other, (as well 
as between various 
facilities) have led to 
great waste, most not- 
ably at Krakatau 
Steel, it is argued. 

Opposition to 
major capital expendi- 


tonnes-a-year capacity, using sponge iron 
and casting the steel output into long 
blocks, and three downstream mills using 
the billets (a bar mill, a sections mill and a 
wire-rod mill). Phase one also included 
the main infrastructure: a steam-generat- 
ing power plant, a water-treatment and 
-distribution system, harbour facilities, an 
internal rail and road system as well as 
welfare facilities. 

The main components of the second 
phase were completed early this year. The 
slab mill of 1.1 million tonnes-a-year capa- 
city is turning sponge iron into thick steel 
boards and these slabs are then rolled on 
ап 88-in. hot strip mill with a capacity of 1 
million tonnes a year. Now attention is fo- 
cused on PT Cold Rolling Mill Indonesia 
(СЕМ), a joint venture between 
Krakatau Steel and private interests, 
which will use the state company's hot- 
rolled coils to make thinner cold-rolled 
products in a 850,000 tonnes-a-year plant. 

Krakatau Steel will own 40% of CRMT; 
the Liem group, headed by businessman 
Liem Sioe Liong, 40%, and the Ciputra 
group, 20%. Of the total cost of US$800.5 
million for the cold-rolling mill, about 
30% will be funded by CRMI itself 
through shareholders’ equity and another 
40% through French and Spanish export 
credit. CRMI is also raising a US$218 mil- 
lion commercial loan, with Asia Pacific 
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tures in steel making is particülarly strong 
now, when Asean countries are facing ba- 
lance-of-payments difficulties and the 
world steel industry is operating way 
below capacity, with prices likely to re- 
main depressed for atleast a few years. In 
1982, steel production in the rich countries 
belonging to the Organisation for 
Economic Cooperation and Development 
(OECD), including. the US, Western 
Europe and Japan, fell 16% to 328 million 


WHERE THE PLANTS ARE 





Capital Corp. (Арсо), Citibank's mer- 
chant banking subsidiary, acting as man- 
ager. One stumbling block in the financial 
negotiations was that the French and 
Spanish export-credit agencies, as well as 
the commercial bankers, wanted some 
kind of guarantee from Krakatau Steel as 
well as the Indonesian Government. They 
would also have liked to see Krakatau 
Steel's financial statements. 


na compromise, the Indonesian Finance 

Ministry has agreed to write a "com- 
fort letter," which expresses support for 
the CRMI project but does not actual- 
ly guarantee that the creditors will be re- 
paid. Krakatau Steel has also promised to 
provide a standby letter of credit, similar 
to a promissory note. reports say. 
Krakatau Steel further promises to pro- 
vide the hot-rolled raw materials to, and 
take the cold-rolled output from, the 
CRMI project. Ostensibly Krakatau Steel 
refused to provide any accounts on the 
ground that it was undergoing corporate 
restructuring. An Арсо information- 
memorandum on the US$218 million loan 
merely mentioned a letter written last Au- 
gust by the then finance minister, Ali War- 
dhana, stating that Krakatau Steel was in- 
deed undergoing restructuring. 

There is some possibility that the CRMI 
project, like other major industrial pro- 


tonnes. Although OECD's total érude ` 
steel capacity declined for the second con- 
secutive year, its average annual rate of 
utilisation declined further from 69% in 
1981 to only 58% in 1982. Prices remained 
under heavy pressure until the end of 
1982, thereafter firming slightly. The op- 
portunity cost for Asean of investing in 
steel is very high at the moment. 

But policymakers in developing coun- 
tries such as those in Asean are suspicious 
of any argument which militates against 
their acquisition of advanced technology. 
They tend to see it as a ploy to prevent 
technology transfer. The policymakers 
cite the fact that in such developing coun- 
tries as South Korea, Taiwan, Brazil and 
Mexico, steel industries armed with state- 
of-the-art technology have come to 
threaten OECD manufacturers — the 
best proof that their own attempts at 
building integrated steel mills are jus- 
tified. 

Steel-industry officials from developed 
countries remain sceptical, saying that in 
Asean the quality of labour is low, organi- 
sational ability is lacking and there is not 
enough cost consciousness. While these 
weaknesses may be overcome, it will be 
virtually impossible to raise labour pro- 
ductivity in heat-generating industrial 
processes like steel making in the tropics, 
a surprising number of experts from indus- 
trialised countries maintain. The perfor- 
mance of the steel industries in Asean will 
determine whether such contentions rep- 
resent fact or ideology. 





jects here, might be "rephased" by the In- 
donesian Government, which is facing 
severe balance-of-payments difficulties. 
Krakatau Steel's share of the CRMI 
shareholders’ equity would come to only 
about US$100 million, but now President 
Suharto is trying to save every dollar he 
can and it may be wise for him politically 
to axe a project in which the Liem group 
(with which in turn he is associated) is in- 
volved. ; 

Hard data on Krakatau Steel's cost and 
financial structure are difficult to come by. 
But observers point to some of the com- 
plex's obvious inefficiencies. Natural gas, 
used in direct reduction of iron ore, must 
be piped from fields located to east of 
Jakarta, and 250 kms from Cilegon. Com- 
pletion of various facilities was often not 
well timed so that glaring excess capacities 
arose from time to time. Through its his- 
tory, Krakatau Steel has involved at least 
10 foreign countries and two dozen manu- 
facturers, which makes its management 
and coordination more than usually dif- 
ficult. As an example, the 88-in. width of 
the hot-rolling mill is extravagant and un- 
necessary while that of the cold-rolling 
mill is supposed to be the more normal 48 
ins. 

These inefficiencies must be reflected in 
the company's financial performance. In 
late 1980, local newspapers obtained 
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Krakatau Steel's accounts prepared by 
Price Waterhouse, showing that the steel 
company had lost about Rps 250 billion 
(US$400 million) between 1977 and the 
first half of 1980. It was also reported that 
Krakatau would have invested US$3.79 
billion by the end of phase two, though 


к exactly what investments were included 

{ and how they were valued was not made 
clear. 

К ince these figures were disclosed, 


Krakatau Steel has become even more 
secretive, but the REVIEW has learned 
that the company's liabilities with com- 
mercial banks have continued to grow at 
an alarming rate. In March 1979 these 
liabilities amounted to Rps 453 billion and 
by March 1982 they had grown progres- 
sively to Rps 843 billion. The REVIEW 
Я understands that the figure at the end of 
1982 reached Rps 962 billion. It is impossi- 
ble to say what position these commercial 
borrowings occupy in the company’s total 
= debt structure, or whether these funds 
| are being used to finance operating de- 
ficits or long-term investments. Ariwi- 
bowo refused to be interviewed, saying 





è that discussion of any figures would only 
ES be misleading. 

E At the time of the 1980 public disclo- 
У sure, the then industry minister, А. К. 
— — Suhud, defended Krakatau in parliament, 


claiming that its losses were due largely to 
depreciation of the infrastructure, without 
which the company could be proven to 


ье running efficiently. He suggested a 
5 separation of the infrastructure from 
E Krakatau Steel, which would thereafter 


only look after the steel works per se. As 

far as is known, this restructuring has yet 

3 to be completed. At the same time that 

B Krakatau's infrastructure units аге di- 

vorced from the steel producing facilities 

and taken over by respective public 

utilities/services companies, both the pro- 

duction facilities and the infrastructure 

will undergo capital restructuring to re- 

flect debt/equity ratios which the govern- 

ment thinks are commensurate with their 

respective type of business. The product- 

ive units will have a debt/equity ratio of 

20:80 while the infrastructure will be 100% 
equity financed. 

Such a corporate reconstruction is likely 

to end up being a mere book-keeping 
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exercise which does not really change the 
situation. Losses previously sustained by 
Krakatau will then be transferred to other 
public companies. Certainly Krakatau's 
books will look better, without heavy de- 
preciation burdens and probably with a 
much reduced debt service. 

As Krakatau Steel has expanded, so has 
the system of protection covering the 
whole Indonesian steel industry, which 
has been characterised by a large number 
of small operators at various levels, using 
mostly imported semi-finished products. 
But as Krakatau's own products came 
onstream, the company became the sole 
importer of the same products. Obviously 
Krakatau wanted to sell all its own pro- 
ducts so it raised the prices of imports, 
keeping the margin for itself. Only 
Krakatau can import scrap, billets, wire 
rods, and since early this year, hot strip 
coils and sheets. 

Downstream manufacturers have com- 
plained bitterly that, with higher raw-ma- 
terial cost, they could no longer compete 
with imports, competitive with their 
finished products. The government has 
more or less complied with pressure from 


arto: a political axe pending over industrial projects. 





these manufacturers to increase import re- 
strictions on the relevant finished pro- 
ducts. The recent devaluation of the 
rupiah provided some relief to down- 
stream manufacturers. For example, the 
Krakatau-dictated domestic price of hot 
coils was about 20% above the interna- 
tional price before, and only 4% higher 
after devaluation. 

It is the Indonesians themselves who 
must decide how much they want to pay in 
extra cost to have their own integrated 
steel industry but they do not get enough 
information to make an intelligent deci- 
sion. Based on the assumption that total 
annual consumption may well grow from 
the current 3 million tonnes to 5-6 million 
tonnes by 1990 — particularly if Indonesia 
can develop its shipbuilding and arma- 
ments industries — some government offi- 
cials have been talking about a second, 
and also a third, steel complex. They have 
recently asked the Japanese Government 
to make a study. It would seem that a 
more thorough study of Krakatau Steel is 
in order, before any work begins on the 
second steel complex. 

— SUSUMU AWANOHARA 


A staple industry — but 
you can’t eat steel 


By Guy Sacerdoti 
Manila: After decades of discussion, and a 
fair bit of controversy, it now looks almost 
certain that the Philippines will have an in- 
tegrated steel complex ready for opera- 
tion in late 1986 or early 1987. If all goes 
according to plan, two of the three project 
packages will be signed by the third quar- 
ter of this year, with the final group 
negotiated and finalised by early 1984. 
That does not mean the end of the con- 
troversy, however, Even at this late stage 
of contract negotiations, there is debate 
both publicly and privately concerning the 
possibility of a country of 50 million 
people spread over 7,000 islands making 
the project profitable without protection. 
And there is the question of financing. 
Now wrestling with record current-ac- 
count and balance-of-payments deficits — 


and an external debt of US$18 billion — 
the Philippines is generally acknowledged 
among bankers as Southeast Asia’s high- 
est credit risk (REVIEW, June 9). So, many 
are wondering whether Manila can afford 
to add on some US$750 million in new 
debt for such a capital-intensive project. 

As one of the much criticised 11 major 
industrial projects (MIPs), the steel com- 
plex has come under fire from both 
economists and politicians, but primarily 
from the local private sector which argues 
that government spending should be in 
support of more pressing economic and 
social projects. As the chairman of Ayala 
Corp., Enrique Zobel, put it bluntly ear- 
lier this year: “You can't eat steel." 

The government of President Fer- 


dinand Marcos is convinced that the pro- - 
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For more than a decade Rolls-Royce aero 
engines have consistently held their performance 
better than competing engines. 

And now a new record has been set. 

LTU, the German airline, has just removed an 
RB211 engine after 8,000 hours of service — 
more than two years on the wing. The efficiency 
of the engine had declined by just 1 per cent. 
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In comparison, other engines will deteriorate 
on average by 3 to 4 per cent. 

The reason is short and to the point It lies in 
the advanced design of the Rolls-Royce engine, 
making it shorter, more rigid and less prone to 
distortion. This, combined with precise blade tip 
clearance control and many other detailed 
design features, helps to maintain the engine's 
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efficiency, throughout all types of operation. 
No competing engine has either of these 
inherent features. 
Rolls-Royce technology in action - saving 


airlines precious fuel. Powering commercial and 


STAYING AHEAD IN THE RACE TO TOMORROW. 


military aircraft worldwide. Pumping oil and gas. 


Generating electricity And powering 
the ships of 25 navies. 


ROLLS-ROYCE LIMITED, 
65 BUCKINGHAM GATE, LONDON SWIE 6AT. 


ІК 










т? о PRS, 


_ Висїп?<< ic Боот" 
in Brunei 












in Brunei, especially in construction, trading, oil related 
industries and small businesses. 

Brunei is one of the onen oil and gas сег» їп 
the Commonwealth, with а population of 200, 

The average per capita income is US$20, 0009 апа -m is no 
personal income tax. р 
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time is ripe to explore this small but affluent market. 

z Virtually everything is imported into Brunei, from fi 

fruit to day-old chicks, cassette tapes, jaane, photocopiers, 

Spare parts and a host of othe 19, 
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System solutions by AEG even increase 
the efficiency of efficient buildings. 


Demands on systems for building utilities are increasing, toring by integrated security systems up to controlling 
especially where great demands are made on the efficien- and monitoring of all operation processes and total 

cy of systems technology, e.g. for convention centers, energy management. 

hospitals, universities, etc. This concerns electric power AEG-TELEFUNKEN has substantially influenced the devel- 
and energy supply, power distribution in the high and low opment of technical systems and technological processes 
voltage area, installation of cable systems as well as light- in all phases. Thus, their customers have benefited from 
ing equipment inside and outside the building, building proven solutions for the future on the basis of experience. 
automation, electroacoustic installations апа ~ last not Solutions that are economical als well as efficient. Infra- 
least - information and directional systems. structures for super buildings are just one example of the 


AEG-TELEFUNKEN master efficiency and the innovative power of AEG-TELEFUNKEN. 
the engineering of all types Others include development and realization of integrated 
of building facilities for systems solutions in industrial processes, material hand- 
public, private and industrial ling, equipment for foundry and steel works, mining ope- 
large scale buildings – from rations and rolling mills, electrical equipment for ships 
monitoring of operation and off-shore systems as well as space technology, 
processes, early location of solar technology and systems for military technology. 
sources of errors, generating We gladly inform you in detail on the many potentialities 
pleasant climate conditions, and decisive advantages of a cooperation with AEG- 
management of transport TELEFUNKEN. Please, just write to us. 

operations and installations, 

automatic control and moni- 
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concept in office paperwork manage- more time while using the EP300RE's and іп less than a minute. When you 
ment. The next time you're faced with built-in manual feed table to feed take it back to the boss, you can also 
a thorny copying problem, turn to the through the bottle copy face up. take full credit for superior copy 
Minolta EP3OORE. It can turn this You now have your ship-in-a bottle. quality, as the EP3OORE's Micro- 
young lady's problem into a boss- Toning System provides incredible 
pleasing opportunity. copy quality, even reproducing 

Using the EP3OORE's enlargement , halftones with a sensitivity and 


¢ consistency unknown to most 
“| other plain paper copiers. 
Neat and easy with the 


EP300RE, wasn't it? Phew! 
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mode, simply enlarge the A5 bottle to 
A4 and set this copy to one side for a 
moment. Now reduce the A3 ship to 
A4 using the EP300RE's reduction 
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the project is beginnin 
strongest advocate is Minister of Trade 
and Industry Roberto Опрріп, who as ar- 
chitect of the MIPS is: most directly in- 
volved with planning and contract negoti- 
ation. Ongpin told the REVIEW feasibility 
and financing are not major problems. 

Local demand, Ongpin says, will rise to 
2.3 million tonnes of basic steel product by 
1986-87. The steel complex — to be lo- 
cated near Iligan City on the southern is- 
land of Mindanao — will operate six di- 
rect-reduction units;with an initial capa- 
city of 200,000 tonnes annually each (ca- 
pacity will be expandable to 220,000 ton- 
nes). The country will:still have to import 
some 800,000: tonnes annually, says 
‘Ongpin; as primarily: of -speciality steels 
are not produced at the complex. The two 
most’ important factors in. determining 
cost — energy and iron ore — will come 
from local sources. The plants will be coal- 
fired, with the coal coming from mines on 
Semirara Island, wedged between Min- 
doro and Panay islands i in central Philip- 
pines. 


he raw materials will be based on exist- 
ing mine tailings; which used to be re- 
garded as waste. from:copper mines scat- 
tered about the region: Initially, Atlas 
Consolidated Mining and Development 
Co. (the country’s largest copper pro- 
ducer) will supply the gs, with other 
mines, including North Davao Mining, 
joining later. Iron ore will come from the 
huge Marinduque Mining and Industrial 
Corp. whose operations include a 50-mil- 
lion tonne iron mine (estimated 50% 
pure), much of which has already been 
mined. One problem with Marinduque's 
output, though, is its chrome and nickel 
residues which have to be extracted; 
Japan's Kobe Steel is already looking at 
the extraction process, which may take 
about three years to complete. Also, 
another miner, Santa Ines Mines, controls 
iron-laden properties “not yet tapped. 
These could feed the Шрап steel complex. 
These, says Ongpin; will result in raw 
materials that are less than half the cost of 
óther comparable steel mills: about 
US$15 per tonne with an estimated US$5 
for freight costs against imports of iron ore 
currently at about US$20 with an addi- 
‘tional US$20 for freight. That means, ac- 
cording to industry officials, steel slabs at 
about US$190 a tonne, or equal to what 
more efficient mills in Asia produce. 
Ongpin says that should allow the coun- 
try to avoid slapping on any protection 
beyond what is currently in place. And 
with hot-rolling and cold-rolling products 
costing US$250 and US$300 a tonne re- 
spectively (current cold-rolled products 
sell for US$350), that should save the 
country some US$400 million a year in 
foreign exchange — after debt service for 
the project is taken into account. This 
level of savings resulted from the financial 
packages the government has negotiated 
for the project. Of the three packages in- 
volved, two have been almost completed 
and will carry a 17-year repayment period. 
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е 
facility and n 
contracted to М 
reduction units, built by Raw saki Heavy 
Industries; a lime plant to be constructed 
by Ube Industries, and a pellet. plant, 
which remains the portion still to be de- 
cided, currently a toss-up between Maru- 
beni (the original bidder but which ran 
into some problems with both engineering 
and financing, according to Ongpin) and 
the Lurgi group of West Germany. 

However, the first package will be all 
yen-financing, estimated at about ¥90 bil- 
lion (US$385 million). While about *7 
billion will be in official Japanese develop- 
ment assistance and a small portion as a 
syndicated loan, the vast majority of the 
funding will be in suppliers' credit cover- 
ing a full 100% of the component costs 
(split 85% for offshore goods and 15% as 
contribution for local costs). The addi- 
tional local costs and contingency financ- 
ing will come out of the commercial por- 
tion. 

The second package will involve the ac- 
tual steelmaking and be headed by a con- 
sortium of the British Davy McKee Corp. 
and Voest Alpine of Austria. It will in- 
clude the electric are furnaces and the 
continuous casting machines which pro- 
duce steel slabs, along with supplying 
electrical equipment. 
(US$38 million) front-end loan from Bri- 
tain's Export Credits Guarantee Depart- 
ment was a major incentive for the gov- 
ernment to choose Davy McKee. There 
will be a US$40 million Eurodollar credit, 
plus about US$230 million in suppliers' 
credits with the same terms as the Japan- 
ese package, with interest at about 10%. 

One frequent criticism of the project is 
that the financing could seriously affect 
government borrowing this year, particu- 
larly given the International Monetary 
Fund's (and the government's) US$2 bil- 
lion debt ceiling for new foreign borrow- 
ing, evenly split between concessional and 
commercial borrowing. The ceiling is one 
of the performance criteria accompanying 
the IMF standby credit signed earlier this 
year. But, according to Ongpin, except for 
about 055100 million of the commercial 
credits in the Japanese package, none of 
the funding will be included in the IMF 
ceiling, as much of it is 17-year money. 

The third package was put out to tender 
in May, with some decision on contractors 
expected by the end of this year. One por- 
tion already decided is the cold-rolling 
mill which will go to L. Blaw-Knox Corp. 
of the United States. Blaw-Knox has a 
completed cold-rolling plant in crates sit- 
ting in the US, a cancelled contract that 
was to go to Bethlehem Steel, but which 
will now be bought by Manila. 

Thus, Ongpin's critics who worry about 
priority government spending can rest at 
ease, as the entire complex will be fi- 
nanced 100% from outside sources, with 
no expenditure necessary from the gov- 
ernment budget. Manila should be able to 
maintain debt-service ceilings since much 
of the repayment will be well after the 
complex comes on stream. —— | 
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By Paisal Schuss ya | 
Bangkok: Among the Asean membe 
countries, . Thailand is probably: 
slowest starter in. the steel. ind 
Studies of asponge-iron project and a fu 
scale integrated steel project were carri 
out more than five years ago, but neit 

project has come to fruition. Of the cou 
try's total yearly iron and steel demand 

nearly 2 million tonnes, about half is m 
by local electric-arc furnaces and re-ro 
ing mills using local and imported scrap. 
However, these plants can produce only 
non-flat products (such as iron rods), А, 
products (steel sheets and piat 5) 




























































The planned sponge- iron ‘project 
a projected annual capacity of | 
tonnes, would have been started this ye 
according to the original schedule. T 
scheme, estimated in 1980 to cost abou 
Baht 1.5 billion (US$66.7 million), w 
seen as a first step which could eventual 
lead to the integrated steel project. It w. 
conceived as part of the gas-based indus- 
trial development programme on the 
country's eastern seaboard. 

But the delay may have been a good 
thing, especially in view of the prolonge 
recession in world steel prices: A гесе! 
Bangkok Bank appraisal of the broad 
eastern seaboard development plan co 
cluded: “The delay [in developing gasir 
lated industries] may be viewed as astro 
of bad luck . . . On the other hand, іста 
be considered a blessing in disguise in that 
it has offered us a chance to learn from th 
mistakes of other nations which. ovi 
reached themselves in their efforts 
achieve national development through t 
exploitation of petroleum ` resource 
building up such debts that they have ha 
to resort to rescheduling and even то 
traumatic measures in order to keep the 
selves solvent . j 

Thailand has already started. wo: 
various major  petrochemical-rel 
plants. But the sponge-iron project 
seemingly been dropped from the list 
least for the time being — partly bec 
the government has not decided on. 
exact site and, perhaps more importantly. 
because private interests — previous! 
keen on the project — now doubt its over 
all viability. 2 

Using imported (iron) pellets to pro 
duce sponge-iron for local iron manuf. 
turers, the project was supposed to come 
onstream in 1985-86 to cope with an € 
lier expected global shortage of scra 

around that time. However, the world re 
cession -has instead resulted іп. 
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' asso 
products. A private co 
Ferro Industry, was set up in 1980 by all 
the local electric arc-furnace operators 
and the semi-official development bank, 
the Industrial Finance Corp. of Thailand, 
supposedly to undertake the sponge-iron 
project. However, it has since remained 
dormant. 

The future of Thailand's integrated 
steel project is equally uncertain — par- 
ticularly because of the huge investment 
involved. However, a continuing feasibil- 
ity study on the project represents an indi- 
cation that the government is still in- 
terested in it on a longer-term basis. The 
government adopted in principle a steel 
industry master plan in 1979 which envis- 
aged a four-stage development starting 
from 1.6 million tonnes annual production 
(of flat products) in 1990 and gradually ris- 
ing to 7.3 million tonnes by the year 2000. 
The plan was formulated with the assist- 
ance of the United 
Nations Industrial 
Development Or- 
ganisation and was 
also based on a 
similar study by 
the Japan Interna- 
tional Coopera- 
tion Agency. 


nder the plan, 

the 1.6 million 
tonnes during the 
first phase, which 
were X projected 
solely for the 
domestic market, 
would require 
about 3 million 
tonnes of iron ore 
plus 1.5 million 
tonnes of coal, 
with both raw ma- 
terials likely to be 
imported mostly 
from Australia. Production would be 
based on the coal-fired conventional blast- 
furnace process. The original plan was to 
locate the project at Laem Chabang, 
about 125 kms east of Bangkok on the 
Gulf of Thailand coast. However, an offi- 
cial committee in charge of finalising the 
various gas-based industries and their lo- 
cations on the eastern seaboard ruled in 
1981 against the proposed site on grounds 
that the integrated steel project, with its 
enormous requirements for infrastruc- 
ture-related facilities, would squeeze out 
other planned industries in the area. 

For instance, its projected 400-mws 
electricity consumption would represent 
nearly 10% of the country’s total current 
installed capacity. There was also concern 
over its environmental hazards on the ad- 
jacent Pattaya beach resort. After an ex- 
tensive study commissioned by the Indus- 
try Ministry, the Netherland’s Estel Tech- 
nical Services (ETS) recommended in 
1982 that the project be sited at Prachuab 
Khiri Khan, some 320 kms south of 
Bangkok and also on the gulf coast. The 
government early this year contracted 
ETS to determine the feasibility of the 
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Thai moulding plant: seeking the right mode 
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self. The ; 
expected to be completed in March 1984. 

A key potential stumbling-block lies in 
the huge investment involved. Project 
costs were estimated at about US$1.5 bil- 
lion in 1979 (excluding a deep seaport to 
handle ore and coal imports), but officials 
connected with the current study now put 
total costs (including a deep seaport near 
the new plant site capable of handling 
ships of 100-150,000 tonnes plus all other 
related facilities) to the tune of US$2.7 bil- 
lion. 

Theoretically, the project is attractive. 
Not only would it translate into substantial 
foreign-exchange savings (through its sub- 
stitution of steel imports) — which are es- 
timated at about Baht 10 billion annually 
even after ore and coal imports are taken 
into consideration — the industry could 
also serve as a catalyst to spur other as- 
sociated downstream industries such as 
shipbuilding, automobile frame, and 
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other steel-related industries. Moreover, 
it will generate more employment. 

But there is considerable scepticism 
both in government and private circles, 
about its practicality. Past opposition to 
the project on grounds that Thailand 
should not over-extend itself on such an 
ambitious scheme — especially because it 
will have to rely heavily on imported raw 
materials — is further reinforced by the 
present gloom plaguing the industry else- 
where. Since the project involves huge in- 
vestment but stands to yield below-aver- 
age returns (in business terms), the gov- 
ernment will have to play a pivotal role if it 
wants to get the industry off the ground. 

This leads to another serious setback in 
connection with the government's budget- 
ary constraints. Pending the outcome of 
the current study, the government may in 
the end consider the "national project" 
model by investing jointly with the private 
sector as is done in the prospective cases of 
the petrochemical and fertiliser industries 
(REVIEW, Apr. 21). However, the private 
investors are likely to opt out — at least 
until world conditions improve and re- 
turns become economically satisfactory. 




















forge a firm 
platform 


By Patrick Smith 

Kuala Lumpur: Malaysia's plans for an 
integrated steel industry were long viewed 
in economic circles here as among the na- 
tion's less realistic ambitions, and many 
believed the projects involved would 
never progress beyond the drawing board. 
But with the initial contracts for a steel 
mill agreed in November 1981, the nation 
marked its entry into capital-intensive 
heavy industry, Malaysia is now due to 
complete its first phase of new integrated 
iron and steel facilities by mid-1985. 

Like many of Malaysia's heavy indus- 
trial projects, the steel mill is intended 
partly to take advantage of the country's 
abundant natural gas — reflecting a deci- 
sion to harness some of these reserves to 
fuel development directly, rather than 
flood an already fragile export market for 
liquefied natural gas. The project is also 
expected to eliminate imports of steel bars 
from its first phase onwards. More 
broadly, it is part of the present govern- 
ment's effort to use heavy industry as a 
catalyst to develop a stronger industrial 
base (REVIEW, June 16, '82). 

Phase one of the project is now being 
built under a joint venture between the 
government's three-year-old Heavy In- 
dustries Corp. of Malaysia (Hicom) 
(51%), a Japanese consortium headed by 
Nippon Steel (30%, half of which is Nip- 
pon’s) and a state development corpora- 
tion (19%). Nippon also holds the turnkey 
contract to build a gas-fired, direct-reduc- 
tion sponge-iron plant with a capacity of 
600,000 tonnes yearly and a continuous- 
casting crude-steel plant with an annual 
capacity of 560,000 tonnes of billets. This 
will virtually eliminate import require- 
ments. The cost of this phase is M$800 mil- 
lion (US$348 million). 

A cold-rolled steel mill, apparently first 
planned to follow quickly after the first 
phase, is now under study. But Hicom ap- 
pears to have backed away from the com- 
mitment suggested by its earlier letter of 
intent with the Mitsui group of Japan. Be- 
fore a decision on the mill is made later 
this year, what must be determined is whe- 
ther the government's 15-year effort to 
stimulate downstream consumers — gal- 
vanising lines, tinplate mills, appliance 
producers and construction and engineer- 
ing work — has been sufficiently success- 
ful. “We are looking downstream at where 
we can industrialise to increase consump- 
tion," an official said. “But we now think 
we can look upstream and evaluate pro- 
posals for a cold-rolled mill." 

Phase two of the project is not likely to 
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The Chairman, Sir Robert Clark, services 
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pou in profits in each of the | extraordinary items 20,106 15,991 
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- plant that would accom- 


кчы Wek. 
proceed for three to 
years, according to 
official estimates. The 
basic project is a doubling 
of the facility's sponge- 
iron and steel-billet out- 
ut. Still in the feasibi- 
йу Stage is the type of 


pany this — in effect to 
consume the added out- 
put: a universal-shape mill 
ог à section mill. The gov- 
ernment is now studying 
changes in the domestic 
market due to such factors 
as a shift to glass and 
Steel construction methods 
from concrete. The extent 
of such shifts — as well 
as the projected consump- 
tion of the country’s large 
infrastructure programme 
— will dictate when this 
step will be taken and just what it will be. 

Finally there is phase three — still 
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- further in the future. This, officials hope, 


will be another step upstream into a hot- 
strip mill with a capacity of 2 million ton- 
nes yearly, virtually completing the pro- 


‘ject at a full capacity of some 3.2 million 


tonnes. At present there is not a sufficient 
market to justify this type of mill, but 
planners are considering ways to develop 
downstream consumption. There is some 
scepticism as to whether Malaysia will ever 
develop the market — which this step into 
fully vertical integration would require to 
operate economically. 

Malaysia's steel industry began 40 years 
ago when a number of small foundries 
were set up to cater mostly to the tin-min- 
ing industry. In 1965 a small rolling mill 
was established with a production capacity 
of some 15,000 tonnes of steel bars per 
year. Two years later the government 
joined with Nippon Steel in forming 
Malayawata Steel Bhd, which had an orig- 
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inal annual output of about 10,000 tonnes 
of bars. 

Malayawata now produces 380,000 ton- 
nes and this year opens its second steel bar 
mill. Total capacity in Malaysia will ex- 
pand this year to 950,000 tonnes — almost 
all of that in steel rolling, the process that 
changes steel billets into bars. In the next 
few years bar-making capacity will in- 
crease to roughly 1.1 million tonnes 
yearly. A much-debated sponge-iron 
plant at Labuan in Sabah is also under 
construction, but output is intended for 


export. 


he government began considering an 

integrated steel industry in 1971 and 
committed itself to the project five years 
and several feasibility studies later. In 1980 
the cabinet agreed on the current site of the 
plant in the east-coast state of Trengganu. 
Plans received a significant boost in 1980, 
when Hicom was established, marking 
Prime Minister Datuk Seri Mahathir 


Not in the big time, 
but still on its metal 


Singapore: In terms of per capita con- 
sumption in steel, Singapore ranks with 
the world's advanced economies. Its 
crude steel output is also substantial in 
the Asean context. Yet this small island 
republic is in no rush to own facilities for 
integrated steel production. 


In 1980, Singapore recorded a per 
capita steel consumption of 740 kgs. This 
may be a slight overestimate because the 
figure probably includes imports which 
in fact simply transited Singapore and 
were re-exported to Indonesia, unre- 
corded. Still it was high compared to the 


next highest within Asean, 
Malaysia's 110 kgs, and the lowest 
Asean figure, Indonesia's 16 kgs. 

The National Iron and Steel Mills 
(NISM), established in the Jurong in- 


dustrial estate in 1964, has a production 
capacity of 350,000 tonnes of crude steel 
from scrap yearly. The total capacity of 
NISM's bar mills is higher at 400,000 
tonnes a year. The company has added 
imported billets to its own crude steel 
output to manufacture long products, 
mainly for the construction industry. 
Singapore has also small facilities for the 
manufacture of welded pipes and wire 
rods but is entirely dependent on im- 
ports for other major steel items, such as 
plates for shipyards, H-shapes for piling 
and seamless pipes for oil-related uses. 
Singapore had considered building an 
integrated steel mill in the 1960s and into 
the 1970s, with the Economic Develop- 
ment Board (EDB) at the centre of such 
a study. The EDB was interested in a 





But Unis over the project's poten- 
tial problems linger. Cost factors are one 
worry. Depreciation on the project is 
going to be large, and there is concern that 
protective measures for the plant — steel- 
bar imports were completely banned last 
November, for instance — will linger. 
Competitiveness will also be hindered if 
the price the plant pays for natural gas, to 
be determined in negotiations with Pet- 
ronas, the state oil company, is too high. 
Malaysia has yet to develop a national 
energy policy whereby such projects are 
granted energy supplies according to the 
proportion of energy to total production 
cost. Negotiations are expected to be dif- 
ficult. 

In the context of the plant's size, effi- 
ciency is also a question in the minds of 
some observers. Materials' costs could be 
significantly higher than elsewhere, given 
the plant's capacity to consume. Iron ore 
is most efficiently transported in very 
large quantities, but at a ratio of 1.5:1 for 
ore intake to sponge-iron output, 
Trengganu will consume a maximum of 
900,000 tonnes yearly. This will leave the 
plant's executives with only two options, 
neither attractive: either transport costs 
are kept at high levels because shipments 
are made at less than efficient size, or 
stocks are maintained at very high levels. 
Either option could add to costs. 

Finally there is the question of yield — 
the ratio of final products to raw materials 
— which some industry sources expect to 
be less than optimal, at least initially. This 
is because the area where the plant is lo- 
cated is short of skilled or experienced 
workers. Operating technology, even with 
good equipment, is.an important part of a 
productive plant. Heat and the control of 
chemical contents in molten steel must be 
monitored closely and process changes 
timed well. It will take time for workers to 
develop these abilities. Gi 


world-scale car assembly plant, which of 
course would buy the steel sheets from 
the integrated steel mill. In the early 
1970s, amid the world shipbuilding 
boom, the EDB also considered a plates 
plant, able to procure the needed slabs 
overseas until home production began. 
But the republic's geography does not 
favour any such ventures. To begin with, 
Singapore is too small for land-intensive 
facilities such as rolling mills. Further- 
more, and more crucially, water — 
which is required in large quantity in 
steel production — is a precious com- 
modity in Singapore, which buys about 
half of its fresh water from Malaysia. So 
the republic's policy on steel has been to 
remove all barriers to imports and to buy 
the cheapest products available on the 
international market. Singa has 
probably made the right decision. But it 
is clearly a special case and does not 
necessarily provide a lesson for the other 
Asean countries. 
— SUSUMU AWANOHARA 
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. Now only US$60.00 





The 939 page China Official Annual Report is without 
doubt the single most complete reference work ever 
produced about China: Its contents range from the land 
and its people to-büsiness, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 

What isit? 

The result of thousands of man hours the COAR 1982/ 
83 was written and edited by the New China News 
Company, a group of dedicated professionals who know 
China intimately. The result is a book of unmatched 
breadth and depth. 

Who needs it? 

Completely indexed the COAR 1982/83 like the Law 
Annual places thousands of facts and bits of information 
at your immediate disposal. And like its companion 
publication. the COAR is essential to businessmen, 
financiers, students, professors and virtually anyone with 
a need to know or a keen interest in China of today. 
Liberal use of charts, maps, tables and colour photos 


: makes the COAR enjoyable as well as informative 


reading. 

How to get it 

Order your copy(s) now by simply completing the 

coupon below and returning it together with the indicated 
payment of US$60.00 (or the equivalent in local 
currency). 


| Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


| A) C] Please send ........ copy(s) of | В) ÛL] Please send ........ copy(s) of Buy both and save US$15.00 
The China Official Annual The Law Annual Report of vos hated 

| Report 1982/3 for which I China 1982/3 for which I Please send ........set(s) of bo 
enclose US$60.00 per copy. | enclose US$85.00 per copy. The China Official Annual 


For surface mail delivery 
add US$7.00, for airmail 
delivery add US$17.50. 


| 
| 
| 
| 
| 








you cannot afford ^n ie ff 


‘Now only US$85.00 | 


For surface mail delivery 
add US$7.00, for airmail 
delivery add US$17.50. 


Send to: Мате: ушшии неее onte Sum terse dede 
Кайе SEN veia ina defende yee ee 


€ € 1 
| —— *| 


equivalent local currency. - 

















































Law Annual 
Report of China 
— 1982/83 


A road map through 
the labyrinth of | 
China's legal system. 


foreign trade and its broadening contacts w 
countries and regions has necessitated many revisi 
and adaptations in its laws. The Law Annual Repo 
now puts these changes into perspective in a single 
up-to-date volume. 

What is it? b 

The Law Annual Report is the most up-to-date, 
complete work of its kind. With its easy, readable forma 
and clear indexing this $36 page volume literally places 
China's legal system at your fingertips. 
Who needs it? : 
If you аге a lawyer, a business executive, financier, 
industrialist, or anyone currently. doing or planning to 
business with China then the Law Annual Report isa 
must for you. A small investment in this book today 
could save you money, time and wasted energy in the 
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;8076-of its development budget on 
n aid, has apparently defied the 
ld Bank and other donors’ sugges- 
ns that it levy more direct taxes and 
bilise domestic resources during fiscal 
1983-84, arguing that such measures 
backfired in the current fiscal year 
nding this month. ' 

he government announced in early 


n) Annual Development Programme 
ADP) for July 1983-June.1984 with the 
asic objective of stimulating demand and 
tilising unused resources. :It is still not 
nown how next year's budget (to be an- 
iounced on June 30): will deal with tax 
oposals, but the ADP, which is an inte- 
ral part of the annual budget, has been 
repared without calculating additional 
esources likely to be generated through 
esh taxation. 

- The ADP has obviously been prepared 
the basis of discussions at the aid con- 
um meeting held in Paris in April be- 


y Salamat Ali 
olombo: Sri Lanka's unwillingness to 
Оп the International Monetary Fund's 
estions for better economic manage- 
nt has caused the fund to shelve the 
1try's request for a standby credit. A 
Lankan delegation to the IMF's head- 
tters in Washington in April had 
'ught a loan of about US$90-270 million, 
cording to authoritative sources. How- 
r; Finance Minister Ronnie de Mel de- 
ed to quantify the amount, intended to 
p the country through its balance-of- 
ents difficulties. . 
F reluctance to accommodate Co- 
mbo could have some bearing also on 
the outcome of the annual meeting of the 
World Bank-led consortium of aid-givers 
ti Lanka which was scheduled for June 
in Paris, De Mel admits thë consortium 
usually influenced by the IMF's view of 
a country’s economy. But he argues that 
the IMF will have to tell the donor coun- 
tries also- about the large extent of Sri 
Lanka's compliance so far with the IMF 
and the World Bank's recommendations. 
Hence, de Mel is cautiously optimistic 
about his chances of receiving. US$500 








n independent course 
haka launches a programme based on increased demand 
as it declines a World Bank call for more taxes 


ka: Bangladesh, which depends for 


une the Taka 34.84 billion. (US$1.42 bil- | 





‘the standby list 


ith its loan request just shelved by the IMF, Sri Lanka 
neets reluctant World Bank-led aid donors 










million in consortium loans and grants for | 


tween Bangladesh and donors’ represen- 
tatives. At.thatmeeting, Bangladesh ar- 
gued that the economy stagnated during 
fiscal 1983 not because of resource. con- 
straints but because of lack of demand 
caused by higher prices of available re- 
sources. m | 

Nevertheless, a Planning Commission 
source told the REVIEW that while donors 
have, by and large, agreed with the gov- 
ernment’s basic approach, they still favour 
making fiscal and other adjustments to 
generate: additional resources. The gov- 
ernment is not totally against this and has 
agreed. to adjust the pricing of com- 
modities realistically, which will maintain 
the growth momentum. 

On the advice of the World Bank, 
Bangladesh undertook a wide range of po- 
licy measures to adjust the economy dur- 
ing fiscal 1983. As a result, the ADP was 
reduced by nearly 20% and a number of 
substantial pricing adjustments were 
made. These included rises of 14% in fer- 
tiliser prices, 41% on petroleum, 40% on 


fiscal year 1983-84. His total aid request 
includes £30 million (US$47 million) from 
Britain for the Victoria dam due for com- 
pletion in 1984, part of a programme to 
develop the Mahaweli area. (An acceler- 
ated Mahaweli development was one of 
three key features of the economic pro- 
gramme offered by the present govern- 
ment to the electorate in late May. The 
other two were a free-trade zone and a 
housing programme.) 

Behind Sri Lanka's reluctance to go the 
whole way with the IMF proposals is the 
increasing domestic conflict between de- 
mands for welfare and requirements of 
economic growth. The IMF wants Sri 
Lanka to cut down significantly (if not do 
away altogether) with consumer sub- 
sidies. It also favours a further devalua- 
tion of the Sri Lankan rupee to promote 
exports. De Mel admits that the two steps: 
have not been proposed directly but ar- 
gues that no other interpretation is possi- 
ble of the IMF conditions that Sri Lanka 
reduce its budgetary deficit and make ex- 
perts more lucrative for local producers 


| 








The World Bank team analysing 
economic trends in Bangladesh wrote in 
its report: “Notwithstanding the govern- 
ment’s commendable adjustment efforts, 
Bangladesh's economic outlook over the 
medium term points to a difficult period 
ahead.” 

The government for its part argues that 
cumulative effects of these factors plus the 
price adjustments forced upon it were re- 
sponsible for “stifling demand.” Private 
investment also suffered because of a cre- 
dit squeeze and tough fiscal measures in- 
sisted on in fiscal 1982 by the International 
Monetary. Fund іп return for providing its 
800 million special drawing rights ex- 
tended-fund facility. 





he World Bank and other donors have 

insisted that the private sector be given 
a greater role to play in the country’s econ- 
omy. The governments of Ziaur Rahman 
and Abdus Sattar had gradually provided 
facilities and incentives for private invest- 
ment and a new group of entrepreneurs 
emerged, However; since most entre- 
preneurs were first-generation business- 
men, many of them misused credit 
facilities and fiscal incentives provided by 
the development banks. The World 
Bank's concessional-loans agency, the In- 
ternational Development Association, 





































formance early this year, the World Bank 
reported that 1982 was marked by growing 
deficits in the budget and in the current ac- 
count which had already reached unsus- 
tainable levels in 1980. It further ob- 
served: “Good progress towards restora- 
tion of economic stability was made dur- 
ing 1981, yet it would now appear that this 
progress will not be maintained in 1983.” 
Hence the bank suggested a reduction in 
the budgetary expenditure, caution in 
launching new projects, reduction in the 


| burden of consumer subsidies, and a 


further devaluation of the local currency. 

De Mel however told the REVIEW that 
launching of new projects had been sus- 
pended totally, admitting that the present 
big bulge in the expenditure would last 
through to 1985. No new project would be 
launched until this hump was crossed. All 
the development expenditure would be on 
essential on-going projects — predomin- 
antly the accelerated Mahaweli prog- 
ramme — and all the projects that were to 
be launched, including the housing prog- 
ramme, have been put off. 

Irrespective of these corrective mea- 
sures for an overheated economy, welfare 
subsidies, though reduced over the years, 
still constitute a significant burden on the 
budget. Although the subsidised rationing 
scheme has given way to food stamps, 
which go to 50% of the population earning 
the equivalent of US$25 and less a month, 
education and medicare remain free and 
transport is largely subsidised. Experts 








and traders. | 
Reviewing Sri Lanka 





argue that taken as a-percentage of direct 
and indirect taxes, social benefits in S 
















Bangladesh was largi cause: of 
donors’ constant pressures and when the 
government responded to their sugges- 
tions, the donors became quite 
without realising that inexperienced en- то 
trepreneurs —— unless. controlled and : e 
guided properly “ping i * РЕ 

Meanie ton dur ROTHSCHILD AUSTRALIA LIMITE 
utilisation EM | 

i of foreign ге- | 

mittances being: y Bangladeshi 


wee s These io а || Following the approval of the Government of. the 


nt families Commonwealtb of Australia, tbe international 

i Rothschild merchant banking group has become the 
majority sharebolder in International. cific wy 

| 1 Corporation Limited which was established in 1967. 

to a substantial ri (foreign-cur- 


rency) reserves mm ly more than 

БОЗО entice. cio ! From 16 June 1985: International Pacific 
E Corporation will be known as: 
re estimated 


several year 

"3. billion compared to Rothschild Australia Limited. 
US$2.5 billio 1 982. This low 
level of im; espite the availability of 

foreign-exchange: resources, is being as- 
cribed to lack . emand. A senior 
economist told the REVIEW: “Accumula- 
поп of foreign-exchange. reserve in a 














































Lanka remain inordinately high. 

The government insists on continuing 
these subsidies because they. cushion pov- 
erty and give Sri Lanka a high standard of 
health and education. “These are our 
pride and we cannot afford to throw them 
away," de Melargues; He also argues that 
after devaluing the Sri Lanka rupee from 
Rs 18:US$1 to Rs 23.in about 18 months, 
he does not see how exports can be helped 
through further devaluation. He added: 

“We have only so much.to export and any 
further devaluation can only make im- 
ports more expensive." 

On the other hand, the present level of 
governmental expenditure has been sus- 
tained primarily by very high levels of 
foreign grants and loans. The finance 
minister concedes that the global aid cli- 
mate is deteriorating fast and. the present 
high levels of aid to his country may not be 
maintained for long. He expects the local 
economy to begin expanding before the 
forthcoming slack in foreign assistance 
owing to the scheduled. commissioning of 
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three major projects — the Maduru dam ROTHSCHILD GROUP 
this year, the Victoria dam in 1984 and the омон Hone Kowo SINGAPORE New Үокк ZURICH 
HARRIS BANKCORE, Inc. 


Kotmale dam in 1985. Itis assumed even if 
only 100,000 acres (of. the total 650,000 
acres of new land the Mahaweli system is 
to make productive) becomes available by 
1984, the need for rice imports will be 
ended. Besides, as opposed to the past 
two consecutive years of drought hitting 
tea and rubber, rains expected later this 
year and in 1984 would help increase ex- 
port earnings and ease. the strain on the 
balance f f payme $us : 


CHICAGO LONDON NASSAU SINGAPORE 


VELORNE Pry: LIMITED 
SYDNEY 
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fiscal 1983 is estimated at US$1. 

nd for fiscal 1984 at 10591.31 billion. 
otal imports during fiscal 1984 have been 
estimated at US$2.6 billion as against ex- 
ports of only US$730 million. Private 
transfers from abroad are likely to reach 
958650 million, while aid disbursement is 
(pected to reach US$1.45 billion. Debt 
ing during the year will reach more 















n will go to repay loans for foodgrain 
rted under deferred payment ar- 
ments. 

е economy has been projected to 
w at 6% during fiscal 1984 compared to 
à little over 3% this year. Earlier the gov- 


















€ first real evidence of a recovery in 
Hongkong's external trade was too lit- 
le too late to save the Hongkong dollar 
from another precipitous decline. It was 
clear that capital movements were — and 
uld likely remain for the time being — 
he most influential short-term factor in 
determining the exchange rate. In turn, 
hey would remain subject to perceptions 
€ political climate rather more than to 
he relative returns on Hongkong-dollar 











_ The new lows did, however, bring the 
cacy to a point at which some were 
spared to gamble that a rapid turn- 
iround would come about sooner or later. 
“In the first four months of the year, 
omestic exports rose. by 9% to HK$26.2 
Шоп (US$3.51 billion) and re-exports by 
% to HK$15.3 billion. Given the decline 
the local currency the volume increase 
vas small, but the trend was encouraging, 
ticularly as the first four months of 
82 were relatively buoyant. The im- 
vement was heavily dependent on 
До the United States (up 21%) and 
апада, while those to Britain and Aus- 
raliafell, and sales to West Germany rose 
у6%. - 
Orts. rose only. 4% during the 
iod. This did not, suggest that a sharp 
sustained upturn in manufacturing ac- 
vity was to be expected — imports of raw 
aterials апа semi-manufactures usually 
se ahead of exports. However, surveys 
f orders on hand and other evidence such 
5 industrial use of electricity and free- 
arket prices. of textile and garment 
tas all suggested that the manufactur- 
g sector was experiencing something of 
s long-awaited recovery, primarily on 
he back of US consumer demand. 
The implications were that the improve- 
ent in the trade balance — from a deficit 
f HK$8.1 billion in January-April 1982 
only НК$6:1 billion in the correspond- 
ing period in 1983 — was due partly to a 




































US$100 million and another US$75 | 











fall in imports of consumer and capital. | 





have a big impact on the growth pattern. 
To meet the growth target, the govern- 
ment will continue to provide incentives to 
the private sector for more investment and 
arrange adequate credit for agriculture. 
The government intends to implement a” 
total of 910 projects — including 59 new 
ones — from the ADP allocation. Of 
these, 435 have been designated under the 
Core Programme as priority projects, hav- 
ing 73.2% of the total ADP allocation. 
The Core Programme consists of priority 
projects which are to be protected from 
any resource shortfalls. 





The next fiscal year's ADP allocation is 
about 11% higher than the revised ADP 
of fiscal 1983, but it will actually represent 
a 14% increase because of the shortfall in 
the current year's ADP implementation. 
Of the ADP allocation for fiscal 1984, 
52% has been provided for directly pro- 
ductive projects and 48% has been ear- 
marked for rural-based investment. The 
programme envisages a production target 
of 16.1 million tonnes of foodgrains, 5,5 
million bales of jute, 45,000 bales of cot- 
ton and 94 million Ib. of tea in the year. 























dampen any revival in domestic demand, 
particularly from the property sector 
where a few signs of life — mainly demand 
for small flats — have been apparent de- 
spite the fact that many corporate casual- 
ties await dismemberment. 

The currency -decline will delay a 
further decline in inflation. Prices in April 
were up 11% on a 12-month comparison 
and 4% above end-December levels. Con- 
sumer price increases are now likely to re- 
main in double figures for several months. 
Meanwhile, with labour demand depress- 
ed, profits in the tertiary sector being 
squeezed, and. public-sector wages also 
lagging inflation, real consumer spending, 
particularly on durables, is likely to stag- 
nate at best. Any revival in capital spend- 
ing will also be affected both by the cur- 
rency decline and the interest-rate rise. 

Exporters, on the other hand, will now 
find themselves in their most competitive 
position for several years, able to take full 
advantage of an export-market revival (in- 
sofar as they are not so constrained by 
quotas. and other non-tariff barriers) and 
so improve their share. of world trade, 
which fell in 1982. Net-service earnings 
should also benefit from devaluation. 

Thus the outlook for the improvement 
in the current account ranges from good to 
excellent — depending on world trade. 
That in turn will have a direct impact on 
unemployment which in April reached 
5.2%, its highest level since 1975 and up 
steeply since end-1982. Increased depen- 
dence on service industries, which delayed 
the start of unemployment, may also delay 
its end. But export manufacturing still re- 
mains the key to the job situation. 

The big unknown remains the capital 
account and the political outlook. Some 
nervousness, or at least uncertainty, on 
this front is likely to continue, though 
there is absolutely no good reason for 
panic. The manufacturing sector can any- 
way flourish regardless — as it did in 1967 
— preparing the way for partial recovery 
of the currency (a medium-term prospect) 
and of private capital-spending (a more 
| distant prospect, atleast as regards the 

j ctor}. o PBOWRING 


goods, and partly to improved terms of 
trade. The visible deficit is still quite high 
by historical standards but has already fal- 
len sharply às a percentage of total trade 
from a year ago. The further decline in the 
currency in May-June will reduce it 
further. 

Having been fairly stable in the first 
quarter at around HK$6.60:US$1, and 
around 79 on its trade weighted index, the 
currency began to slip in April, though the 
real slump did not come until mid-May. 
A two-percentage-point boost in prime 
lending rate in late May gave only very 
temporary respite. The rate reached 
HK$7.10:US$1 by the end of the month 
and briefly collapsed to HK$7.60 in early 
June before recovering to HK$7.40. The 
fall was exacerbated by the renewed 
worldwide strength of the US dollar. But 
the trade weighted average also fell 
steeply — to a low of 70.3 before regaining 
a little ground. 

The increase in prime rate is sure to 
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The seats that 
entitle you 
to all this: 


| The new passenger seat designed for 
| Super Executive "|" Class is a symbol 
of a new deal for the travelling 
businessman. A response to his 
special needs.'"]" Class is now 
available on all B747's , 

We believe it's going to make 
travelling on business 

a genuine pleasure. 


A super start. 
The business traveller is 
different from the rest. 

| Sometimes you arrive at the 
airport in no mood to join a 
merry throng of holiday- 
makers. So wherever 

possible, we 


have installed 
a special 
check-in 


desk for you. JAL SUPER EXECUTIVE J CLASS — 
JL HE ISO J 252 


| 


| 
. 
Eight is enough. T 
In our Super Executive section we removed 33 normal 

seats to provide room for the new wider seats. So there are 
only 8 abreast and every passenger is either on the aisle or 
one position away from the aisle. Your specially designed seat 
promises a flight that's super-comfortable. 


The “J” Class Pass. 


One thing about the distinctive 
"J" Class boarding pass is what 
it tells our staff. When our 
people see that pass they know 

that you are entitled to the / 
special care and attention we 
have planned for you. 


^ 

Your hi-fi headset. | 
To take full advantage of our There is зае а choice 
in-flight entertainment of menu on | Class. On | 
„ we provide dynamic many routes we offer you a choice of Western fare,On other routes, 
À hi-fi headphones the choice is between a Western or a Japanese menu. Drinks of 
You can lose yourself course are free,and after dinner you might like to choose a liqueur. 
in a world of 

Concert Hall quality Upgrade yourself. 

sound that really The cost of Super Executive "|" Class is just а little more than the 


relaxes you. normal economy fare. "|" Class is now available on all JAL B747's 
internationally. 


Tournedos or 
Teriyaki. 
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Serving you is our way. 
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Ош spy-in-the-sky put 
esr out of Mork. 







cee SHERMAN 


$ . 
1 ily in marginal 
otted easily 1 
Р weather thanks to . 
sophisticated airborn radar. 





HE Nomad Searchmaster 
is а unique and proven 
patrol aircraft, that represents 
the best maritime surveillance 
package currently available for 

coastal surveillance. 

The range includes the 
Searchmaster ‘Lima’ with chin- 
mounted radome equipped 
with 360° Litton search radar 

'Sublima' with nose- 
mounted 240° radar or ‘Bravo’ 
with forward-looking 120° 
Bendix Target radar. 

Nomad Searchmasters 
have proven their efficiency 
in the protection of off-shore 
resources, control of illicit 
trade and entry, and security 
of coastlines, shipping, and 
coastal waters. 

Designed primarily for all 
weather surface surveillance, 
the Searchmaster offers all 


4 


= 


the search sophistication of a 
larger aircraft at a fraction of 
the cost. 

Increased reliability and 
outstanding fuel-efficiency - 
add to the economy of this 
aircraft's operation. 

Examine the features 
of the Searchmaster and 
youll discover the natural 
advantages of the Nomad х 1 

genealogy. 

Features like low ser vice 
and maintenance costs, 
unsurpassed crew vision and 


— 






resources of the Australian 
Government and its aircraft 
factories. 

For further details on any 
of the Searchmasters, contact: 
The Nomad Marketing 
Group, 226 Lorimer Street, 
pw | Port Melbourne, Victoria, 

As 3207 AUSTRALIA. Telex: 
ILLEGAL м, cone DEPRODY AA 30252. 
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comfort, real low- yJ 
speed manoeuvrability APAS 
and outstanding 
STOL capability. 
Searchmaster 
comes with full 
technical and spare-parts 
back-up through the wide 
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New roads. New dams. 
New industries, homes, 
and cities. In almost every 
field of construction, 
Komatsu builds the equip- 
ment it takes to get the job 
done. Even if it means building 
equipment that’s never been 
built before. 
Like the world's first 
amphibious bulldozer. And the 
world's first remote-controlled 
seabed robot. 
Both of these Komatsu 
innovations have helped man 
achieve more than ever before. 
And they're typical of 
Komatsu's commitment to 
meeting the needs of builders 
the world over. 
In fact, as a total equipment 
manufacturer, we've for years 
offered builders a complete 
line-up of bulldozers, 
dumptrucks, and wheel-loaders. 
And now, we even have a wide 
range of hydraulic excavators 
that lets builders tailor the size 
of their machine to the size of 
their job. 
So when you want to reach 
further, dig deeper, or explore 
the unexplored, remember the 
name Komatsu. We build the 
equipment that builds a better 
world. 





efe KOMATSU 


Komatsu offices: Tokyo, Singapore. Jakarta. Manila, Bangkok 
Bangalore. Karachi, Вето, Sydney. Istanbul. Cairo, Alger. Dubai 
Tehran. Baghdad. Jeddah Riyadh, Damman, Nairobi. Abidjan 
Niamey, Lagos. Johannesburg. Moscow. Warsaw. Brussels. Paris 
Madnd. Frankfurt. Stuttgart. London. Habana. Buenos Aires, Panama 
Caracas. Lima. Sao Paulo. Bogota. Mexico City. San Francisco 
Oakland. Philadelphia, Detroit. Dallas. Atlanta. Chicago. Toronto 
Vancouver. and distributors in over 100 countries around the world 
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What Does 


‘Commerce Mean 
С o the Asia-Pacific Region? 


Т means the electronic banking services of Canadian 
Imperial Bank of Commerce. 

Canadian Imperial Bank Group handles trade 
financing speedily, efficiently and highly profession- 
ally. And sometimes even electronically because of 
our global communications network linking over 120 
international offices. 

Canadian Imperial Bank Group is your Canada/ 
Asia-Pacific trade partner, and more. We're the larg- 
est Canadian bank in terms of domestic business 
and we have more branches than any other bank in 
North America. And because we're electronic bank- 
ers, we can give you immediate access to financial 
services such as remittances and offshore accounts 
that will enable you to do the most with your money. 
Wherever. Whenever. 

So if you're looking for a single professional to 


handle your Canadian as well as your Asia-Pacific 
business, look to Canadian Imperial Bank Group. An 
established presence in the area, with branches in 
Hong Kong, Tokyo and Singapore, plus representative 
offices in Beijing and Sydney, and a 
Commerce subsidiary, Martin 
Corporation Limited, that made 

, : 

ж 


has branches in Sydney, "e. 
Melbourne, Brisbane and - 
Perth. Assets exceeding 

$68 billion and 115 = 
years of experience at 

home and abroad. What 


other bank engages in 
trade financing faster 
or better than 

we do? 


Canadian Imperial Bank Group 


CANADIAN IMPERIAL BANK OF COMMERCE 
BEIJING, HONG KONG, SINGAPORE, SYDNEY and TOKYO 
CANADIAN IMPERIAL BANK OF COMMERCE (ASIA) LIMITED, SINGAPORE 
CANADIAN EASTERN FINANCE LIMITED, HONG KONG — MARTIN CORPORATION LIMITED, AUSTRALIA 











Ho.; IBM ıs halpin; 
modern medicine find 
its roots-and its future. 





For over 2,000 years, the Chinese have 
treated many illnesses with medicinal 
herbs. Their use has been proven safe 
and effective in literally millions of cases. 


Yet until recently, Chinese herbal medicine 
has been almost totally inaccessible to 
Western science because of problems with 
colloquial translations and the sheer 
enormity of centuries of data. 


But today, thanks to an innovative 
research project at The Chinese University 
of Hong Kong, these obstacles are being 
overcome. 


IBM is helping. By contributing computer 
equipment, software and technical 
assistance, we're helping the Chinese 
Medicinal Materials Research Centre of 
The University to assemble an ever-growing 
file of information — including botanical, 
chemical, pharmacological and clinical 
reports — about these medicines and their 
usefulness. Translated into English, this 

. human clinical information is being linked 
to existing Western data banks. Together, 
ancient knowledge and modern technology 
are joining to provide a treasury of 
information on Chinese medicines for 
scientific and medical investigation around 
the world. 


IBM is proud to be a partner in this 
project. Medical organisations in many 
countries can now reach back into a 
remarkable field of medicine and, with 
further research, help improve the health 
care of countless people. 





7p a Artemisia annua ( Ù 1) is used in 


traditional Chinese and modern 

1 medicine to treat malaria. It is 
3 shown here with a yue bo ( £5!£ ), 
the Chinese vessel used to prepare 


Br herbal medicines 



















fusion of the 19: 
British Treasury: 
Cairncross in the 
newspaper recent 
find words which; 
more clearly and succinctly than that. Sir 
Alec was bem 
Keynesian economic thinking and the 
elevation of monetarist mumijijümbo 
in its place. êt zat 

One look at the:-results:of tlie British 
general election оп! June 9-proves his 
‚ point. Britain re-elected Бу a huge 
| majority a Con rvative. government 
; which has put the o 
„into bottom gear and created record un- 
employment in. 























mystic belief of Prin ! 
Thatcher and he 
employment wi 
once inflation run 





pera 1 

It is best left to the writings:of Lord 
Keynes himself to dispel these illusions. 
сИ is just worth remembering that we 
have been here before and that govern- 
ments which eschew fiscal stimulation 
and believe that economic activity can be 
turned off and on with the:money supply 
may well find themselves, as Keynes 
said, pushing on a piece of string. What 
is certain is that they (or their successors) 
will eventually be.forced to re-heat their 
economies to reduce unemployment — 
and take the problem of inflation out of 
Cold storage again. If thisis not to result 
чп an intolerable succession of stop-go 
policies, some concerted international 
thinking will be needed:on monetary and 
exchange-rate policies, and on industrial 

restructuring to stimulate productivity. 


Meanwhile, Shroff cannot but marvel | 


at the capacity for self delusion which al- 
lows electorates to swallow simple 
political nostrums. Unfortunately the 
: economic implications of this flight from 
reality — from the need for intellectual 
clarity instead of confusion if you like — 
go well beyond the shores of Britain. 
Itis now almost certain that President 
Ronald Reagan will.run for a second 
term in the United States and that he will 
win, thus further cementing a trans- 
. Atlantic monetarist nexus. As Shroff has 
suggested before, there will be a con- 
tinuing tendency for both governments, 
(with much of Europe pulled along be- 
hind), to reach for interest-rate controls 
as soon as monetaty aggregates move 
beyond target. Indeed this has already 
happened in the US. Sustained eco- 
nomic recovery and а meaningful reduc- 
tion in unemployment can be ruled out 
while such sterile philosophies prevail — 
and that now looks like being for another 
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five years. High (and probably rising) 
unemployment plus low growth means 
more protectionism too, whatever lip- 
service may have been paid to trade 
liberalisation at Williamsburg. 

The developing and less-developed 
countries have to live with this prospect, 
with all it implies for stunted’ develop- 
ment and re-emerging debt: problems. 
They also have to live with the Continu- 
ing currency instability 1 i monetarist 
interest-rate policies im 

happy prospect and it is one which will 
almost certainly bring in its wake an in- 
creasing tendency to look inwards 
among developing nations. 
e INVESTORS can live somewhat 
more easily with the situation (for so 












| long as they take the view that what is 


bad for the international economy is not 
necessarily bad for them). As Shroff 
suggested a few months ago (REVIEW, 
Apr. 14) when many analysts fondly 
imagined that US interest rates were set 
for a secular decline, the prospect of (re- 
peated) fresh hikes could not be ruled 
out. There is no reason to expect that the 
US dollar will weaken significantly while 
this remains so. Against this backdrop, 

the best place to put money, at least for 
the next few months, will be either in US 
money-market funds or on Wall Street 
according to the twitches of interest 
rates. Sooner or later the dollar bubble 
must burst — but monetarist madness 
has by no means run its course yet. 

e HONGKONGSS Securities Commis- 
sion is about to take a look at what is 
going on in Sir James Goldsmith’s locally 


quoted vehicle General Oriental, Shroff 


gathers. It is not before time. The price 
of Oriental’s share has rocketed in re- 
cent months. It has risen by about seven 
times in as many months. That is very 
nice for the (apparently very few) people 
who have dealt in the shares but there 
has been not a word of explanation from 
the company which has maintained what 
one securities industry official admitted 
were "rather lengthy silences.” In other 
centres, Singapore for instance, a price 
rise like Oriental's would have brought 
an immediate demand from the stock ex- 
change for an explanation. 

Sir James has never been one to over- 
burden the shareholders of his public 
companies with information but General 
Oriental makes his other ventures look 
like models of openness. Since the 
Anglo-French financier took it over 
some years ago as a shell company it has 
acquired numerous large assets but not 
consolidated them in its accounts, simply 
deeming such an exercise to be "inap- 
propriate,” (REVIEW, Dec. 10, '82). 


"Then at the end of last year Sir James 


embarked upon what was by any stand- 
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| tion of JFSH's existing.sharehol 














tal. In one of his rare moments of com- 
munication with the REVIEW, Sir James 
declared that this transaction woul 
make Oriental “bigger than Jardines. 
it has, shareholders have yet to learn 
details. Sir James has since declin 
speak to the REVIEW but the 
Telegraph in London repo t 
month that Sir James is "prep: 
float off ‘logical parts’ of his Hongkoi 
based master company, General 
tal, on Wall Street.” Stunning stu 
not a word by way of public an 
ment in Hongkong. It may be trie th 
Oriental has very few sharehe 
(beyond Sir James himself and h 
terests) to keep informed but that 
self raises the question of whether t 
Hongkong share quotation is justifi 
Oriental is now among the 10 bige 
companies in Hongkong in terms of t 
ket capitalisation. 
Ф ANOTHER high-flying share on the 
local market, First Pacific Holdings, has 
lost a little altitude recently. Some 1895 
of Holdings’ recent rights issue was left 
with the sub-underwriters which th 
company (in its characteristically op 
way) admits was "not a great success 
But the market as a whole was att 
time dull to say the least and the rigl 
was a very heavy one (REVIEW, Apr. 7 
Meanwhile, the plan by the Liem I 
vestors of Indonesia, who control First 
Pacific Holdings, to spin a new s 
company out of Jardine Fleming § 
Holdings (JFSH) and to inject into this 
quoted vehicle the Dutch trading со 
pany Hagemeyer (of which th 
have control) has ропе through: The 
new shell is called Jafpac and only a frac 







































































cepted the cash offer for their Jafpac i 
térests made on behalf : ^ First P 
Enterprises. This time (unlike the fig 
issue) the poor public response was а 
good sign for First Pacific — share- 
holders wanted to stay in. What this 
means for the Liems was that, in order t 
achieve the level of something over 70% 
they like to keep in their public со 
panies, Jafpac had to issue thém wi 
new shares rather than cash to pay 
the acquisition of Hagemeyer. So, Jaf- 
pac remains richer (by some HK$70 m 
lion [US$9.4 million]), and the Liems 
personally that much poorer than would: 
otherwise have been the case. What hap 
pens to the rump of JFSH now seems 
somewhat uncertain but Shroff. 
gathers that it could become a quoted 
shell for yet another Indonesian or. 
Malaysian group of entrepreneurs want- 
ing a Hongkong quote. 
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Another bull in the ring 


Overseas Indian groups go on a buying spree starting a 
shares-rush in the country’s stock exchanges 


By Jayanta Sarkar 

Calcutta: Indian stock exchanges have 
not been left out of the international bull 
market. The Economic Times Share Price 
Index set off on a brisk run during the first 
two weeks of May rising 8.5%. On May 13 
it established a high of 269.5 (1969- 
70=100) and after a period of hesitant 
consolidation, it has since climbed to a 
new peak of 273 by early June. This marks 
one of the fastest booms recorded on In- 
dian stock exchanges with some stocks al- 
most doubling in value within a few 
weeks. The last time they reacted so vio- 
lently was in early 1974, when prices 
crashed following the imposition of a di- 
vidend ceiling. 

The buying frenzy started when certain 
major brokers began buying shares of two 
leading companies, Delhi Cloth and Gen- 
eral Mills, and Escorts, acting on behalf of 
important non-resident Indian groups — 
notably Swaraj Paul of Caparo Industries 
of Britain (REVIEW, May 26). Once the 
word got around, hectic buying ensued in 
some other counters, That was the first 
Stage. In the second stage, local captains 
of industry, who have come to retain over 
time only a small percentage of the equity 
in the companies they control, sensing 
themselves vulnerable began adding to 
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their personal holdings, pushing up prices 
further. 

Since then’ the government has asked 
the central bänk, the Reserve Bank of 
India, to inquire into Caparo's buying of 
Escorts’ share — a decision which will give 
Escorts’ management valuable breathing 
space. The ¢omipany has opted not to re- 
gister thé share transfers in Caparo's 
name. The-government's move has also 
served as d reassurance that it does not 
favour, at least for Те moment, seeing 
existing , managements destabilised by 
non-r E e 

For good or bad, the current action has 
jerked the slumbering market back to life. 
The stock exchanges had witnessed dull 
trading since the middle of last year, large- 
ly because the publicly owned financial in- 
stitutions like Unit Trust of India, General 
Insurance Corp. of India and Life Insur- 
ance Corp. of India have mostly chosen to 
stay out of the market. Even the normal 
pre-budget and post-budget periods, in 
late February and early March, failed to 
induce any excitement this year. А 

That underlines the basic feature of the 
Indian capital market. It has become too 
dependent on the activities of these in- 
stitutions. They call the shots and the mar- 
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Stripping in public 
Jakarta continues to divest itself of capital projects, 
thereby providing a boost to the private sector 


By Manggi Habir 
Jakarta: The government's rephasing 
programme for major capital projects has 
gained considerable momentum with two 
recent presidential instructions (known as 
Inpres Nos. 12 and 13). The first, dated 
May 14, provides presidential support for 
the decision to rephase four major pro- 
jects under the Ministry of Mines and 
Energy (REVIEW, May 26). The second, 
issued five days later, calls on all govern- 
ment departments and entities to produce 
their own lists of projects for rephasing by 
the end of July. This instruction also calls 
for several projects, in the preliminary 
stage, to be transferred to the private sec- 
tor. Seven government projects have al- 
ready been identified and are currently 
being offered to private companies within 
Kadin (the Indonesian Chamber of Com- 
merce). 

The speed with which the government 
issued these instructions surprised many. 


But it has been noted that the measures, 
which are intended to limit the deteriorat- 
ing balance-of-payments situation as well 
as the country's foreign-debt level, were 
probably expedited to increase Inter-Gov- 
ernmental Group on Indonesia (Iggi): 
member countries' confidence in In- 
donesia just before they held their annual 
meeting to discuss aid commitments to In- 
donesia from June 12-14 in The Hague. 
Indonesians were hoping that the Nether- 
lands meeting would come up with at least 
US$2 billion this year — expected to cover 
only part of an estimated borrowing of 
USS$5 billion which Jakarta will require for 
the next few years, according to the World 
Bank. 

Although Inpres 13 is not specific, it 
does provide government departments 
and entities with a rough guideline on 
what sort of government projects should 
be considered for rephasing: they should 





ket sitply reacts. Only when rare deve- 
lópmehits Occur, such as the heavy buying 
by overseas Indian capital, does it tend to 
act independentiy. In fact, the institutions 
now hold 40-5075 of the shares of the 
larger companies and, through them, they 
control the market's pulse-beat. 


he market's base is also narrow, The 
aggregate’ Value of the shares and deben- 
tures quoted on different stock exchanges 
in the country i$ about Rs 42 billion 
(US$4.22 billion). Tradeable stock is ex- 
tremely thin, estimated at about Rs 6-8 
billion, making for conditions of tight sup- 
ply. Only about 6 million or barely 1% of 
the population hold shares or debentures. 
That figure would have remained much 
smaller but for the spread of the cult of 
equity (and debentures) during the past 
few years. First came the spate of public is- 
sues under the Foreign Exchange Regula- 
tion Act of 1973, which required com- 


include projects whose foreign-currency 
financing, including export-credit con- 
tent, is high, and should exclude projects 
with signed cohtracts that do not require 
the use of further foreign-currency loans. 
For projects which have signed con- 
tracts but still require foreign-currency 
financing, there are several alternatives. 
One is to reduce the scope of the project. 
Another is to continue with only part of 
the project. Yet another is to postpone 
project implementation until after fiscal 
1983-84 (starting April 1, 1983). The final 
option is to minimise the drawdown or use 
of foreign-currency loans for the current 
year. Meanwhile, some government pro- 
jects which have hot reached the contract- 
signing stage will be offered to the private 
sector. 
(dem Inpres 13, whose effect is still un- 
quantifiable in savings terms, Inpres 
12 affects some US$5 billion-worth of pro- 
jects. These include the US$1.6 billion 
olefin petrochemical complex in Aceh, 
thé US$1.5 ЫШӨп aromatic centre in 
Plaju, the US$1.35 billion Musi oil refin- 
ery and the US$600 million Bintan 
alumina plant. In addition, Mines and 
Energy Minister ‘Subroto cited another 
US$5 billion-worth of projects that will be 
rephased within his ' department. They 
are: the US$100 million Ombilin coal- 
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‘some cases. Then came t 
porate bonds. Company 
started coming out with cov 
convertible debentures. Not lo 
most widely held company | 





panies have 700,000 names on 
and debenture rolls. 

In 1982, the government g; 
under the Capital Issues Cont 
543 companies to raise a to 









flected in the figures for capital. raised 
through new issues; for the first Ll months. 
of 1982, they totalled Rs 4.3 billion'against 
Rs 3.01 billion during the. corresponding 
period of 1981. 

The past few years have also: seen a clear 
shift in the government's policies to en- 
courage public participati _ the share 
market. New stock exchanges, close to 
major trading centres for agricultural pro- 
duce, and in upcoming growth areas, have 
been set up to tap public funds. Two new 
exchanges opened their doors for business 
at Kanpur and Pune during 1982. With 
their addition, the total number of ex- 





changes in the country is 11, The Delhi, | 


Madras and Ahmedabad exchanges were 
granted permanent recognition last year 
under the Securities Contract (Regula- 
tion) Act. 

One major relaxation announced in 


February this year was to extend the | 


period of the performance of hand-deliv- 
ery contracts up to a maximum of three 
months — in India transacted shares have 





mine project which will be scaled down to 
US$59 million; the Mrica hydropower 
project in Central Java; the third and 
fourth units of the Suralaya power plant in 
West Java; diesel-power generating pro- 
jects in various provinces and electricity 
transmission and distribution projects in. 
Surabaya, Medan, Semarang, Jogjakarta, 
Surakarta and Malang; the Maung hydro- 
power project in Central Java, and the 
third and fourth units of the Belawan 
power project in North Sumatra. Subroto 
also confirmed that oil refineries at 
Cilacap, Balikpapan | and Dumai, 
liquefied natural gas train expansions at 
Bontang and Arun, the hydropower plant 
at Cirata, the first and second unit of the 
Suralaya power project and the Saguling 
power project will all continue as planned. 

Although the final rephased project list 
is still not complete, there has been some 
indication of the extent of the cutbacks. 
State Minister of National Planning J. B. 
Sumarlin recently told a parliamentary 
hearing that out of some 2,500 govern- 
ment projects, he thought that only 40 
would be rephased, while seven will be of- 
fered to the private sector. It is still not 
clear what these 40 rephased projects are, 
but separately, several ministers have pro- 
vided parliament with an idea of the af- 
; fected projects within their respective de- 
` partments, Minister of Communications 










реп i 
ling 21. ое could be c allowed given sp 
cial circumstances, over and above the 
tial 14-day-period. This concession, 
though mainly intended to “circumvent 
problems created by postal and banking 
delays, will, in effect, help restore forward | 
trading in active shares, which was sus- | c à 
pended in 1969. is not uncomr 
While stockbrokers have welcomed | overtrade so t 
these initiatives, they would like the au- | their way, they fin 





























thorities to deal with a few.other issues 
also. The rules governing, the, yarious 
stock exchanges are not uniform, for. exam- 
ple. This creates considerable, problems 
according to brokers, as they pow; have to 
handle more and more busingss, between 


thorities sometim 
line, for fear of. upsettin: 
ment. Compulso 
loopholes; but 
ing the move, , 






























International Managed 
Currency Fund 


interest rates are a far cry from the all-time highs of 1981/ 
1982. If you are unhappy with the risks associated with the .: 
current high levels of international equities and bond 
markets, but would still like to see your capital grow at 
a realistic rate, you тау wish to consider ‘vesting | in the 
JF Managed Currency Fund. | 


Initiated in conjunction with PFC.Ltd and managed by 
Jardine Fleming Investment Services Ltd., the JF Managed 
Currency Fund invests in an actively managed portfolio of _ 
international currencies represented by cash, deposits and. 

money market instruments. AES 































This portfolio is ideally structured to spread your currency 
risks, but the price of shares in the Fund may go down as 
well as up. 


For further information, please complete and mail il the 
coupon below: 
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Mr W.H. Glover or Mr D.T. Wilkie 
Pérsonal Financial Consultants, Ltd 
1301 World Trade Centre, Causeway Bay 
Hong Kong 

Tel: 5-7908448 





e NEW | 
Please send details of mar Managed Currency Fund: 
Name: 
Address: 
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Subroto; Bontang LNG plant: rephasing programme. 


Rusmin Nuryadin has announced that 
the US$253 million  Jakarta-Bogor- 
Tanggerang-Bekasi — commuter-railway 
project will be rephased. He also said that 
the planned purchase of 1,000 buses will 
be cut back to only 150, while asphalt car- 
riers and equipment for the state shipping 
companies, PT Pelni and PT Djakarta 
Lloyd, will be rescheduled. He gave assur- 
ances, however, that the purchase of 
US$400 million-worth of inter-island ves- 
sels, the construction of Cengkareng in- 
ternational airport and the purchase and 
installation of flight-safety facilities will 
continue. 


inister of Tourism, Post and Telecom- * 


munications Achmad Tahir also an- 
nounced that three major projects will be 
rephased. These include the construction 
of new telephone centres throughout the 
country, and the construction of digital 
automatic telephone links in Jakarta as 
well as similar telephone links for other 
major cities. 

Under the Department of Public 
Works, eight out of 11 planned dams and 
some toll roads could be affected by the 
rephasing measure. Meanwhile, Minister 
of Industry Hartarto announced that all 
projects under the Department of De- 
fence will continue as planned. He also 
confirmed that four cement plants will be 


Far East Liaison Office: 
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offered to the private sector. These are the 
Semen Baturaja plant Il, with a capacity 
of 500,000 tonnes, expected to be com- 
pleted in 1985; Semen Padang plant IV, 
with a 1.2 million tonnes capacity ex- 
pected to be completed in 1986; Semen 
Tonasa plant IV with a capacity of 1 mil- 
lion tonnes, completion scheduled for 
1986 (costing about US$126 million), and 
finally Semen Madura with a 2 million 
tonnes capacity and completion expected 
in 1985 (costing around US$493 million). 

With the exception of Semen Madura, 
which was inviting tenders, the rest of the 
cement plant plans are still in the concep- 
tual stages. Meanwhile, Semen Tonasa 
plant II and Semen Padang plant ША 
and ПІВ expansions are expected to con- 
tinue as scheduled and should be com- 
pleted within the next two years. Other 
projects that will be turned over to the pri- 
vate sector are two sugar plants, one in 
Baturaja and the other in Landonge, and 
one plywood plant in Selayar island, Riau 
province. 

Criteria for selecting projects to be of- 
fered to the private sector are not clear ex- 
cept that they must be commercially at- 
tractive. More by circumstance than by 
design, the government appears to be 
gradually giving the private sector a more 
active and important role in the Indone- 
sian economy. 


Now Overdue Accounts In Europe 
Can Become Retrievable Receivables,With 


NOVINFORM. 


First, you will want to know how much it will cost. 
Novinform invites your enquiries. 
Novinform can work for you — effectively and efficiently. 
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Ee] Novinform — Member, European Collectors Association ў 
à 


inform Novinform Ltd. 
umm Intemational Debt Collection And Credit Reporting Agency 
Head Office: Rautistrasse 12, 8047 Zurich, Switzerland. 


Room 1002, Park Tower, 15 Austin Road, Tsimshatsui, Kowloon, Hong Kong. 
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| China oil 


Investors are being 
offered a slice of 
the offshore action 


By Teresa Ma 

Hongkong: The local stockmarket has 
long been viewed as an untapped source of 
capital for funding China's offshore oil ac- 
tivities. It is being watched even more 
closely.now that China's offshore industry 
has taken the step of signing the first exp- 
loration contracts between China and 
British Petroleum. 

Chintex Oil and Gas, already a quoted 
Hongkong company, has acquired a deal 
through wholly owned subsidiary Ampac 
Oil to construct an oil refinery in Zhan- 
jiang — one of the four South China Sea 
oil support bases — thereby becoming the 
first Hongkong-listed company to partici- 
pate in China's offshore oil industry. 

In 1982 Chintex acquired all Ampac's 
outstanding shares from Zephyr, which is 
owned by James Coe (alias Hui Lok- 
kwan) who in turn has the controlling in- 
terest in Chintex. The share transfer is 
seen as a move to consolidate Ampac by 
giving it more public exposure under the 
quoted parent. 

Payment for the Ampac shares was an 
allotment of 237,999,800 Chintex shares 
priced at HK$1 each to Zephyr by 1989. 
This month Zephyr announced that it has 
waived the 147,999,800 shares still due 
from Chintex in 1985-89. With a last issue 
in April 1984, Chintex will have paid 
Zephyr 90 million shares, bringing Chin- 
tex's total outstanding shares to 103.7 mil- 
lion. 

Construction of the Zhanjiang oil refin- 
ery complex (in five stages) is estimated to 
cost US$99 million, to be undertaken en- 
tirely by Ampac. Itis planned that produc- 
tion at the refinery will reach 10,000. bar- 
rels of naphtha, kerosene, diesel and fuel 
oil by 1984 on completion of the first two 
phases. The US$15 million needed to de- 
velop phases one and two will be paid for 
by capital and retained profits. 

Under Ampac’s agreement with the 
Guangdong Petroleum Chemical Indus- 
tries Corp., profit-sharing will be for 18 
years after production begins. Ampac will 
receive 60% of profits during the first to 
the sixth year, half during the seventh to 
the 12th year, and 40% during the final six 
years. 

The Guangdong partner will provide 
land, labour and the design of the complex 
for phases one and two while Ampac is re- 
sponsible for almost everything else. 

Many doubts still remain about the 
feasibility of the project. There are ques- 
tions concerning the source of both crude 
and waste oil which will have to be pur- 
chased initially from outside China as 
domestic offshore production is not ex- 
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tock exchange: a close watch 


pected to begin before 1987, For that, 
Ampac will have to pay high transporta- 
tion costs. 

Secondly, under the agreement, all the 
refinery’s output will have to be exported 
in order to earn more foreign exchange for 
China. However, oil industry sources 
have pointed out that there is not a large 
foreign market for recycled waste oil. m 
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The sunset companies 


Mobil Oil will soon join familiar American 
corporate names leaving the Philippines 


By Leo Gonzaga 

Manila: There were four American and 
one Anglo-Dutch petroleum companies 
doing business in the Philippines through 
subsidiaries more than a decade ago when 
then senator Jose Diokno and other 
nationalist legislators set out to Filipinise 
oil refining and marketing. Only three are 
still here. One is set to go. Of the sur- 
vivors, one has yielded majority control to 
its local partners. 

Foreign equity withdrawals are taking 
place not only in the oil industry, but also 
in the tyre and other industries. In most 
cases, they are the result of a combination 
of adverse market conditions, financial 
problems of the companies themselves 
and a less-than-friendly regulatory cli- 
mate, despite repeated pronouncements 
that the Philippines wants more and more 
foreign venture capital to come here 

In the early 1970s when near-anarchy 
prevailed in the Philippines, a proposed 
petroleum price increase of one centavo 
(less than a tenth of a US cent) per litre 
was enough to cause angry demonstra- 
tions against the oil majors. Exxon Inter- 








national sold its local operations to state- 
owned Philippine - National Oil Co. 
(PNOC). Involved in the sale were the 
60% interest in Bataan Refining Corp. 
(BRC) of Esso Philippines, the subsidiary 
of Exxon, and the entire marketing assets 
of Esso Philippines. These were transfer- 
red to Petrophil Corp., a PNOC sub- 
sidiary 

The four other foreign firms decided to 
stay. But only up to 1980 in the case of 
Getty Oil Co. In that year, it sold its sub- 
sidiary, Getty Oil Philippines, to the local 
Landoil group which later changed the 
name of its acquisition to Basic Landoil 
Energy Corp. (Blecor). The local Getty 
company at that time had the smallest 
market share. It also had no refinery and 
its crude oil imports were being refined by 
competitors (first by Caltex Philippines, 
then by Pilipinas Shell Petroleum Corp. ). 
The sale thus made good economic sense 
to Getty Oil. 

Even with a small staff and reduced 
overheads, Blecor's activities in the mar- 
ket were not viable. In 1982, the stake was 
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sold by the Landoil group to Pilipinas 
Shell. At that time, Shell was already 54% 
locally owned. The resulting competitive 
pressure was felt most by Mobil Oil Philip- 
pines since, next to Blecor, it was the 
smallest in the industry. With additional 
outlets, the local Shell company, number 
two in sales, would be trying for a bigger 
share of the market; and this could be at 
the expense not of Petrophil and Caltex 
Philippines — which were first and third, 
respectively — but of Mobil Philippines in 
fourth and last position. 

As far back as 1980 after the sale of 
Getty Oil Philippines, the local Mobil 
company was already being mentioned as 
the “next candidate" to come under the 
hammer. At that time, the Philippines was 
in need of every drop of crude oil it could 
get and the government had ruled against 
exportation of petroleum products. How- 
ever, as defined, "exportation" included 
sales to United States military establish- 
ments here. The hardest hit by the ruling 
was Mobil Oil Philippines. The glut that 
developed in the crude market later, how- 
ever, helped Mobil gain access anew to a 
major revenue source. 

A new industry-wide problem cropped 
up starting in 1982 as a result of a sharp 
contraction in demand for petroleum, 
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The Far Eastern Economic Review is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 
tool, the Review index will save hours of 
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kno: the high price of Filipinisation. 


coinciding With an increase in the use of 
cheaper diesel fuel. Since the refineries 
here are so structured that they produce 
more petroleum than diesel fuel per barrel 
of crude oil, they have been forced to ope- 
rate below rated capacity. And the petro- 
leum companies have to export excess fuel 
at a low price, and import diesel at high 
cost. 

Even so, operational results in 1982 
were better than those in 1981. But return 
on sales revenue was nothing to make 
stockholders happy. Besides, the net 
earnings were realised with the help of fac- 
tors subject to change: the crude-oil mar- 
ket glut and the government subsidy for a 
portion of the crude-oil importation cost, 
to offset the effects of government price 
control on petroleum products. 


j: 1982, Petrophil realised an after-tax net 
income of P60.5 million (US$6.05 mil- 
lion) from gross revenue of P12.63 bil- 
lion; Pilipinas Shell P218.5 million net 
from P 12.38 billion gross; Caltex Philip- 
pines P31.5 million net from P7.76 billion 
gross; Mobil Philippines P47.4 million net 
from P4.81 billion gross; Blecor P6.7 mil- 
lion net from. P 883.4 million gross. 

Some of the figures require clarifica- 
tion. Being a diversified company, for 
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example, Shell's results reflected multi- 
sourcing of revenues from both oil mar- 
keting-refining and non-oil operations. In 
the case of Blecor, a considerable amount 
of net income represented a gain from the 
sale of its marketing and other assets to 
Pilipinas Shell. 

Based on relevant signs, there will be 
more demand for crude oil and a con- 
sequent increase in its price as the global 
economic recovery gathers momentum. 
This is not the only concern for the local 
oil industry. The government's subsidy 
fund is running out because of the continu- 
ing loss in peso value against the Ameri- 
can dollar. Based on official estimates, the 
support mechanism is good only for as 
long as the exchange rate does not exceed 
P10.50:US$1. The present rate is 
P10.171 and, on trend, will exceed the 
benchmark before the year is over. 

All this, plus problems in its other inter- 
national operations, may have prompted 
Mobil Oil to withdraw from the Philip- 
pines. It would have done so earlier but 
for a major problem — how to dispose of 
its 40% stake in BRC. Caltex Investment 
and Trading, the parent of Caltex Philip- 
pines, wants to buy Mobil’s marketing op- 
erations. PNOC would buy the 40% in 
BRC — but on its own terms. 

In mid-June, it was announced that 
Mobil and PNOC had come to an agree- 
ment. This paves the way for the almost- 
finalised Mobil-Caltex deal. No cash is in- 
volved in the first transaction. BRC will 
refine crude oil for Caltex; the refining fee 
will be paid to Mobil which, in turn, will 
credit the fee to BRC shares of stock 
which will be transfered to PNOC. On the 
other hand, Caltex Investment will fork 
out money to buy Mobil's marketing oper- 
ations for Caltex Philippines. Its proposed 
additional equity infusion in the local sub- 
sidiary has already been authorised by the 
government. 

From all indications, the departure of 
Mobil Oil from the Philippines is just a 
matter of time. It will be joining not only 
Exxon and Getty Oil in its field, but 
other American companies in different 
sectors. 
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A little less licence 


Declining exports and a mounting trade deficit force 
Nepal to introduce more stringent import controls 


By Kedar Man Singh 

Kathmandu: Faced with a sharp decline 
in exports and a deteriorating balance of 
payments, the government Of Prime 
Minister Surya Bahadur Thapa has acted 
to regulate the present liberal policy on 
imports. Trade with Hongkong, Japan 
and Singapore, in particular, is likely to be 
affected by import controls and other 
measures. This has been interpreted as a 
move designed to silence the anti-Thapa 
group in the National Panchayat (Parlia- 
ment) which is due to open on June 19 to 
present the national budget for fiscal 1983- 
84. 

With traders given a free hand to import 
luxury and semi-luxury goods in what has 
proved a profitable trade, there has been 
little incentive to export Nepalese manu- 
factured goods to Overseas markets. 
Moreover, there has been evidence, as re- 
vealed by one source at the central bank, 
the Nepal Rastra Bank, that businessmen 
have been stockpiling luxury imports in 
the hope of windfall profits. Transport 
problems, harassment at Calcutta port 
and red tape encountered in the issue of 
export licences, as well as harassment 
meted out by the Nepalese customs, have 
served as convenient excuses for traders to 
concentrate on imports rather than ex- 
ports. 

The result is that Nepal registered à 
trade imbalance of Rs 3.2 billion 
(US$216.8 million) for the past eight 
months. Total exports were Rs 600 million 
against imports of Rs 3.8 billion. Nepal 
faces a deficit in its overall balance of pay- 
ments of Rs 240 million. This is estimated 
to double by mid-July despite Rs 1.14 bil- 
lion in loans and cash received in the form 
of economic aid from various countries in- 
cluding Britain, Japan, China, India, the 
United States, Switzerland and Canada. 

Because of the issue of unlimited 
amounts of foreign exchange to cover im- 
ports, foreign-exchange reserves at the 
central bank are down to Rs 2.8 billion — 
barely sufficient to meet Nepal's import 
bill for six months. 

Despite the large trade deficit and also 
the decline in Nepal's exports to India — 
recorded at Rs 466.3 million against im- 
ports of Rs 1.68 billion in the past eight 
months — Indian rupee reserves with the 
Nepal Rastra Bank have increased by 
some Rs 2 billion. A central bank source 
has explained this increase in the Indian 
currency reserve by reference to the 
rising number of Indian tourists visiting 
Nepal. 

But economic experts say the main 
reason for the increase in Indian rupees 
was the disparity caused by the cross-ex- 
change rate between US dollars and the 
Indian currency and its exchange rate with 
Nepalese rupees. 
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In early June the Thapa government re- 
placed the existing exchange-rate system, 
under which the Nepalese eurréncy was 
pegged simultaneously to the US dollar 
and the Indian rupee. If is now fixed 
against a basket of currencies to avoid 
conflicting cross rates when the dollar and 
the Indian currency move in different di- 
rections. 





Defending this measure, the prime 
minister told the REVIEW in an interview 
that the new system marked a "realistic ap- 
proach" which he hoped would have a posi- 
tive impact on the country's exports, so 
encouraging industrialisation. He added 
that the government has now suspended 
more import licences which had already 
been issued. Moreover, it will not issue 
any more import licences for some time. 
Thapa also said that the government is 
planning measures to boost export trade 
through the setting up of the “forward ex- 


| change agency" at the central bank. It was 


also bringing to task those businessmen 
who had misused the foreign-exchange 
facilities extended to them supposedly for 
the importing of construction materials 
from overseas markets. ш 
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The South China Morning 
Post's blockbuster reference 
book on Hong Kong's top 
people. 

An invaluable reference book. 


кшн HONG KON с пиш 


This comprehensive listing of 
Hong Kong's top people with 
photos has now been updated. 


In compiling the names 
included in this book, the 
editors and researchers 
selected those figures who are 
leaders in their fields; in 
business, finance, commerce, 
banking, the arts, sport, 
government, the media, the 
professions, manufacturing 
and other spheres. 


Over 1,500 individual names 
and addresses, most of which 
are illustrated by photo- 
graphs, make this a valuable 
reference book and an up- 


market mailing aid. 


WHO'S WHO IN HONG 
KONG is a valuable research 
tool for scholars and jour- 
nalists, both at home and 
abroad, and a handy refer- 
ence book for businessmen 
overseas interested in the 
affairs of the Colony. 


The book also catalogues 
major Government depart- 
ments, Counsuls, Trade Com- 
missioners, Associations, 
Clubs, Societies, and the 
media with a wealth of 
information on the people 
involved in these institutions. 


To; SCMP Publication Division FRO623 
Tong Chong St., Quarry Bay, Hong Kong. 

Yes, | would like to order a copy of Who's Who in Hong Kong. 

! enclose my cheque for $200 (or multiple in event of plural order). Postage of 

surface mail for overseas order is $16/copy. 

Please make a cheque payable to SCMP. 
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Kawasaki Steel: ао ems 


Unconsolidated pre-tax recurring profits 
of Japan's five largest steelmakers drop- 
ped drastically in the year ended Mar. 
31 — 89% down to ¥12.4 billion (US$52 
million) for Nippon Steel; 77% to Y 16.1 
billion for Nippon Kokan; 88% to ¥8.4 
billion for Kawasaki Steel; 58% to ¥45 
billion for Sumitomo Metal Industries, 
and 61% to ¥11.7 billion for Kobe Steel. 
Sales were 12% down to ¥2.72 trillion 
for Nippon Steel; 4% down to * 1.52 tril- 
lion for Nippon Kokan; 11?5 down to 


Carpenter gains shaved 


Diversified Australian trading company 
W. R. Carpenter Holdings earned a net 
profit of only A$57,000 (US$49,560) in 
the three months to Mar. 31, giving a 
net profit for the first nine months of 
A$152,000, well down from the level of 
A$7.98 million earned in the previous 
corresponding period. Turnover for the 
three quarters slipped some 4% to 
A$314.9 million, down from A$326.9 
million previously. The group is saddled 
with expensive borrowings, and the in- 
terest bill during the period rose 10% to 
A$10.6 million, from A$9.7 million. The 
depreciation provision was raised to 
A$8.2 million, from A$7.2 million. The 
group is undergoing a major reorgani- 
sation, directors said. — BRIAN ROBINS 


Debt charges hit CSR 


CSR of Australia, which has interests 
in sugar, energy and mining, has re- 
ported a net profit of A$74.7 million 
(US$65 million) for the year ended 
Mar. 31, down 9.4% from the previous 
period’s profit of A$82.4 million. The 
lower profit, earned despite a big jump 
in interest charges, was realised on 
group revenue which rose 10% to 
A$1.94 billion, from A$1.76 billion pre- 
viously. Highlighting the strength of the 
group, the operating profit before tax 
and interest charges rose 19% to 
A$183.4 million, from A$154 million 
previously. 

Interest charges during the year total- 
led A$102.9 million, up from A$75.2 
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¥1.29 trillion for Sumitomo and 4% up 
to ¥1.18 trillion for Kobe Steel. 

The industry suffered from poor de- 
mand in the domestic market, higher 
cost of raw materials and curtailment of 
production — the operating rate was a 
sluggish 60% of capacity. Also, exports 
of profitable seamless pipe decreased in 
the second half of the year though Kobe 
Steel made up for the decrease with 
plant exports to Libya and Jordan. All 
five firms maintained a dividend of #5 
each, the same as in the previous year. 

— KAZUMI MIYAZAWA 


million. CSR has extensive off-balance- 
sheet borrowings which are not reflected 
in the interest reported. The net interest 
bill, after deducting interest income, 
rose to A$66.9 million, more than dou- 
ble the previous level of A$24 million. 
The tax bill dropped 14% to A$30.1 mil- 
lion (A$35.2 million) and the deprecia- 
tion provision was raised to A$108 
million (A$88.9 million). Directors 
forecast that capital spending in the 
new financial year will total A$300 mil- 


„lion. A steady final payout of 9 A cents a 


share has been recommended, for an un- 
changed annual dividend of 18 cents a 
share. — BRIAN ROBINS 


Slump at Email 


Australian white-goods manufacturer 
Email reported a 64% slide in net profit 
to A57 million (US$6.1 million) for the 
year to Mar. 31, reflecting the depress- 
ed demand for consumer goods. The 
sharply lower profit was earned on group 
revenue which slipped 10% to A$386.5 
million, from the previous A$433.6 mil- 
lion. 

Pre-tax profits for the full year 
slumped to A$10.6 million, from A$33.9 
million previously, while the tax bill 
dropped to A$4.1 million (A$14.5 mil- 
lion). Interest charges more than dou- 
bled to A$5.8 million (A$2.2 million) 
while the depreciation provision rose to 
A$8.1 million (A$6.9 million). A final 
dividend of 4.5 A cents a share has been 
recommended, taking the full payout to 
8 cents a share, down from 11.5 cents 
previously. — A CORRESPONDENT 





Subscribe now 


and ensure your copy each week. 


AR EASTERN I ECONOMIC 


... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$16.95 or HK$110 (or the 
equivalent in local currency) Add the 
Yearbook cost to your subscription rate shown 


p----------Z 


| рене enter my subscription tor 
| о 3months 


Zip Code 
О Jetspeeded О Surface тай 
| Cheque payable to Far Eastern Economic Review enclosed 
To: Circulation Manager 
| Far Eastern Economic Review, GPO Box 160, Hongkong 








| 
| 
| 
| Payment of is enclosed 
| 
| 
С 
ЕХ 





- 


| WONC 0623 
p 


[di dd 


, 








Saution still the watchword 


ING fears of higher United States interest rates in the future kept most Asian 
markets subdued in the period. The bee D was; Australia where larger falls were prevented 

interest, while Singapore and Kuala Lumpur also 
some correction. Bucking the trend was Takyo, waite ongkong remained in the. dol- 





y evidence of continued overseas invest 





USTRALIA: The Australian All Ordinaries Index 
inished down. 15.9 points àt 599.0. June 13 was a holi- 








nd of théperiod: thanks to increased overseas in 





Ип the go ара is expected to result in a drift 
ower over the config Weeks. Meanwhile, a number 
substantial share placements have been made by 
rge industrial groups, as they move quickly to take 











ated price falls. 


NEW ZEALAND: Prices picked.up right at the end 


fthe period. Bullish factors were an indication that 
the Kiwi Savings Stock (Kiss) issue was being re- 
Viewed. a Meat Board announcement of large sales 
f mutton and lamb. and rumours of more good news 
соте (тот Petrocorp on its onshore drilling. The 
porting season continued to produce few surprises 
ile confirming a deterioration in most companies” 
second-half performance. Despite another large 
ghts-issue announcement (from Winstone's), the 
arket has yet to show signs of pressure on liquidity. 


SINGAPORE: Wall Street-set the uneasy tone on 


ie Singapore. market making most investors cauti- 
. Although local liquidity continued to be strong 
as some major banks lowered their prime lending 
rate and with the public offer of Cerebos Pacific 
heavily oversubscribed, all eyes seemed to be on 
Wall. Street. Frasers Industrial index closed at 
5,548.15 down 77 points or 1.37% , meaning the mar- 
lied half the gains it made during the previous 
eriod. Daily average turnover was 17.8 million 
ares, with trading mostly centred om speculative 
counters. Taiping Textiles and General Corp. rose 

sharply on rumours of impending takeovers. Chin 
Teck Plantations plunged following its failure to ob- 
approval for its planned four-for-one bonus issue. 


KUALA LUMPUR: аза period of brisk trading 


Speculative and second line counters on the Kuala 
npur exchange. But sentiment was dampened by 
Wall Street. Another restraining factor was the gov- 
nment's statement that economic growth this year 
па. be 4.5%, or marginally lower than that re- 
rded last year. Reports of a possible rise in interest 
tes inthe United States did not help the market 
her. Fraser's Industrial Index closed at 3,573.23, 
wn 56.14 points or 1.54%. Turnover averaged 13 
illion shares. As in Singapore, speculation over 
Jeneral Corp. , Taiping Textiles, and Supreme Corp. 
was high and these three counters amounted to al- 
ost 25% of total turnover. Motor stocks finished 
mixed while financial shares ended generally lower. 
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Dow. Jones Average drop. below. 8,500 for the first 
ime since mid:April, the market rose. But shares 
ed strength in a-surge-towards the end of the 
‘riod on thin volume. Hidden-assets situations, 
speculative non-ferrous metals and pharmaceuticals 
had uneven support, though buying pressure fell off 
after brief climbs. Investors remained wary of deve- 
: opments on Wall Street and the course of the yen. 

| were rumours of another data-faking scandal | 














rices had cased further though they rallied at . 





erest. Unless аге, as"aclear lead from Wall Street,” 
| we Seng Index closed at 886.52, down 16.37 


dvantage of their firm share price ahead of antici- 
EES ^| increased again — at least for the moment — con- 


TOKYO: After а weak start which saw the Nikkei- | 








am ni ee some of which were repòrt- 
ing lower-than-expected business results in the com- 
ing term ‘The Nikkei-Dow Jones Average closéd at 

up 92.73 points on the period.. nassa 

































* In a four-day trading p d the 


shed further ground. June 13 was a holiday. 


points but still above its low for the period. This re- 
flected a realisation that interest rates would not be 






trary to strong rumours which had been circulating. 
The Hongkong dollar managed to stabilise around 
the HK$7.40:US$1 level following government inter- 
vention prompted by further sharp daily falls in the 
currency's value. 







SEOUL: In dull trading the market remained 
bearish. The composite index dropped 2.5 points to 
close the period at 121.98 — just five points above the 
low for the year recorded on Jan. 27. Declines out- 
paced advances on most of the 332 listed shares, hit 
both by tightened liquidity conditions and the gov- 
ernment’s enforcement beginning July 1 of real- 
name transactions on income, received by way of 
stock dividends. Investors using their real name-will 
be taxed at 16.75%, while those refusing to do so will 
be levied at a special punitive rate of up to 24:125% 
on their dividend earnings. Prominent among losers 
was Hyundai Motors. Average daily volume re- 
mained low at about 6 million sharés, half of this 
year's average. 













MANILA: Value swelled to a single day's jeit of 
P100.5 million (US$10.1 million) on June 13 as long 
inactive Precision Electronics alone moved P95 mil- 
lion worth of shares in what was said to be a takeover 
move by a still unidentified group for majority own- 
ership of the electronics producer. Precision is a joint 
venture between local investors and Japan's Mat- 
sushita Electrical and Industrial Co. For the period, 
turnover reached only 481.5 million shares, but was 
still worth P143.5 million. i 



















TAIPEI: The market continued its downward cor- 
rection since reaching an all-time high of 741 on April 
27. The average weighted price index closed at 
671.12, off more than 11 points. Tight credit condi- 
tions added to general investor wariness and the cen- 
tral bank was forced to enter open-market operations 
to alleviate the problem. Trading volume declined al- 
most daily, averaging only NT$1.02 billion (US$25.4 
million). 


BANGKOK: Prices moved fractionally ahead in 


another sluggish period. The market seemed to be 
heading for a spell of quiet trading, with most players 
remaining non-committal about adding to their cur- 
rent investments. But there was also a reluctance to 
sell in view of improved economic conditions and 
anticipáted better earnings in the coming months by 
listed companies. One factor influencing sentiment 
was a recent slight firming of domestic interest rates. 
Average daily turnover was recorded at Baht 15.9 
million зо! ,304). The Book Club. Index posted 
a gain of 0.89 of a point to cloge at 123.61. 
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Peace of mind is having a travelers cheque 
just about anyone will accept... = 


... just about anywhere in the world 


American Express Travelers Cheques 
are equally at home in the boutiques of 
Manhattan or the village stores in Asia 
They are available in many major inter- 
national currencies, and if ever lost or 
stolen can be replaced, usually in just 


one day, at any of over 1,000 American 
Express Travel Service Offices’ around 
the world. Its worth insisting on 
American Express Travelers Cheques 
They mean peace of mind, when you 
need it most 


\ 


American Express Travelers Cheques 
Don't leave home without them. 
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You don't have to be a 
word processing expert to use 
a CPT word processor. 

As you can see, the control 
buttons are plainly marked in 
simple English. 

Those buttons are on a 
keyboard that is separate from 
the console. So you can move 
the keyboard around to the 
position that suits you best 

And the console that the 
keyboard sits in front of features 
a simple black-on-white display 
screen. It looks just like a sheet 
of paper, to be easy on the eyes. 

After switching from a 
typewriter, many typists soon 
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double their output with a CPT 
word processor. 

But a CPT word processor 
can also handle tasks impossible 
on an ordinary typewriter—or 
on an ordinary word processor. 

It can sort files. Rearrange 
lists. Prepare budgets. Handle 
payroll. Perform calculations 
automatically. Even tie in to your 
mainframe computer. 

In the last 10 years, CPT 
has installed 
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were as easy to talk to as our 
word processors 


Send for our free booklet: How 
| To Get Into Word Processing — 
| A Step At A Time" Packed with 
useful advice and information 
Mail to: CPT Corporation, C/O 
Davidson and Partners Ltd, 
PO. Box K-1017, Kowloon, Hong Kong 
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The easy way to automate your office 
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Apocalypse through the aperture 


Tim Page's Nam by Tim Page. Thames 
& Hudson, London. £7.95 (US$12.80). 


IN 1965 a REVIEW correspondent spotted 
a young Beatle-haired Londoner wearing 
a dusty bowler hat and dirty jeans sitting 
on a rubber sheet selling little piles of VD 
pills in Vientiane market. The two did 
business together, became friends and asa 
result pill-seller Page became a photo- 
grapher. 

It was a great time to start: as author 
William Shawcross (Sideshow) agrees in a 


| superb foreword, Page was crazy anyway 


and the heady atmosphere of the Vietnam 
war — with its great chances of great pic- 
tures — was food and drink to Page-aged 
people who instantly got high on the local 
people, the stunning scenery, the breath- 
taking helicopter rides into battle or just 
on the cheap, available joints and poppers 
everyone was using. The background music 
was the Rolling Stones and the Grateful 
Dead; the correspondents' casualty rate 
was higher than that of the Australian 
troops there, and Page made a bundle. 
But he was accident-prone: wounded 
four times, twice by friendly fire and twice 
in the head, he survived (with difficulty) 
while wags, who had said he was so far out 
that he had nothing left in his head, 
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Ambush of the 173га: brutal brilliance 














Vietcong suspects: riveting pictures 





claimed they were proved right. Page 
writes: “I awoke feeling like a Catch 22 
syndrome 200ccs of grey matter 
lighter. DOA [dead on arrival] or 20 sec- 
onds out from it.” (Atan earlier wounding 
he heard his surgeon say: “This guy’s got 
20 minutes to live.") 

Then а freelance for 
Time, he fell out with the 
magazine he felt had not 
compensated him enough 
and later won US$125,000 
in a United States court. In 
Britain there has been à 
healthy revival of Page and 
Nam and he is now much in 
demand. There are his 
words in this picture book of 
his, too, some as good as 
Michael ( Despatches) 
Herr's best, while his battle 
shots are worthy of the late 
great standard-setter Larry 
Burrows of Life, who died in 
a chopper when its tail rotor 
was blown off. 

From his far-out words to 
his riveting pictures, Page 
maintains the strong streak 
of intellectual loopiness his 
friends have always ex- 
pected from him. But the 
amazing fac 
four wounds and some brain 
matter lighter — is making 
much more sense than when 
he walked whole-headed, 
barefoot and bowler-hatted 
from India into Burma and 
on to Nam. This book of 94 
photographs is brutal bril- 
liance. DONALD WISE 














on-Cebuanos sound envious when 

they repeat the catch-phrase: “What 
Cebu wants Cebu gets.” The island pro- 
vince, whose capital, Cebu City, is the 
Philippines’ second most important 
urban centre, is certainly getting the at- 
tention it thinks it deserves from Manila. 
The hills above and beyond the city are 
alive with the sounds of development. 
Down by the sheltered harbour, the na- 
tion’s busiest port, new reclaimed land 
fills up with industrial and commercial 
projects that increase job opportunities 
for the land-poor city’s half-million in- 
habitants. 

Along the ribbon of coastal develop- 
ment that stretches north and south of 
the city, and over on Mactan island and 
elsewhere, “provincial deluxe” seaside 
resorts flourish. Scores of charter flights 
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elite. But new urban projects are ensur- 
ing that Cebuanos can start to look down 
on such symbols of the “Queen City of 
the South's” wealthy elite. 

The new Casino and Cebu Plaza Hotel 
complex, two successful aspects of so- 
called presidential cronyism, soar self- 
confidently out of the hillside. Further 
out, on a road that used to lead to 
nowhere in particular, a Bliss project of- 
fers cheap home-ownership to local civil 
servants (Bliss being the acronym- 
minded Filipinos’ abbreviation of a five- 
word Pilipino title for a national housing 
project). — 

Way out, over the top of recently rav- 
aged virgin hills, the newest project is 
the Kang-Irag Sports Complex. A P300 
million (US$26 million) scheme, it is 
part of a massive plan to give Cebu a 






























are flying direct to Mactan's interna- 
tional airport, bringing Germans seek- 
ing sun and Japanese eager to sample 
Cebu's version of sashimi. One local ad- 
ministrator said: “Cebu could be the 
Philippine capital in 10 years' time. If it 
had enough water, it would be now." 
Lack of water is the arid mountainous is- 
land province's major problem. Politics 
is not, at the moment. 

The contentment of Cebu is of crucial 
importance to Manila. For the home city 
of the late president Sergio Osmena is 
populated by proud citizens whose 
dialect and business interests dominate 
the central Visayan region and much of 
northern Mindanao. They have little 
love for Luzon's Посапоѕ, who hold na- 
tional sway. Cebuanos are, however, a 
house divided. “Chinese own 65% of our 
downtown businesses," native Cebu- 
anos constantly remind visitors. 

Up on Beverly Hills, 1,000 ft above 
their downtown shophouses, the city's 
Chinese-Filipino billionaires appear to 
have created a new Hongkong Peak. 
The three lavish temples on the hills 
seem sedate compared to the neighbour- 
ing dragon-eaved mansions of the city's 





people's park, an extended 
| urban area and a catalyst for 

property development. It 
will take 10 years just to 
complete its initial phases, 
or even longer if current 
budget cuts curb progress 
on the massive infrastruc- 
tural details. 


ew highways and utility 

lines are being carved 
through the hills, and dis- 
placed villagers relocated to 
official resettlement areas. 
When all the complex land- 
purchase negotiations have 
been completed, the Babag 
hills will boast a twin-course 
golf club of championship 
quality. That will attract the 
property developers. Swim- 
ming pools, tennis courts, a P7 million 
clubhouse and the new highway (cutting 
travel time to Cebu in half, to 20 
minutes) will attract property owners. 

An oval for track and field events, bar- 
becue pits, a children's playground and a 
football field will give sporting Cebua- 
nos a new day-tripping destination, 
served by new bus routes. Overlooking 
the sports complex, a shrine will arise on 
Mt Рипр-ОІ, as the centrepiece of a Vet- 
erans Memorial Peace Park, com- 
memorating World War II resistance 
fighters. Facing the 
shrine the government 
plans to build a presi- 
dential guesthouse atop 
Mt Kang-Irag — “a 
mini-Malacanang" that 
ambitious Cebuanos 
feel could be the crux of 
the future national capi- 
talcity of Cebu. 

Cebu City Mayor 
Florentino Solon does 
not expect to be still in 
power when the pro- 
ject is completed. First 
appointed by the mar- 










Lapu-Lapu: a source of pride. 






















tial-law regime, when Manila decided to 
put a stop to Cebu's highly politicised 
non-cooperativeness, Solon is a local 
boy who made good. He originally re- 
turned home to Cebu as a director of the 
health administration programme. Now 
the elected political boss of Cebu, the 
former mental-health specialist treats his 
city like a patient. 

"You must know its case history," he 
told an audience of local and Manila- 
based reporters during a coffee-shop 
char-session in the Cebu Plaza. “You 
analyse its symptoms and prescribe a 
remedy suited to its need. The treatment 
may be different, but the system could 
work anywhere — the Philippines prob- 
ably needs more non-politicians running 
its cities." 

"He's learned to be a politician," one 
of his aides later confided. 

“Гуе brought the opposition into gov- 
ernment,” Solon explained. “Why 
humiliate and isolate it? If an area’s an 
Opposition one because of lack of water, 
then give it water. Why add to the 
discontent?” He claims to have involved 
local businessmen, professionals and 
city administrators in a participative con- 
sultative system that also absorbs 
Roman Catholic Church leaders (as non- 
political consultants). 

It may have worked. Cebu is thriving. 
“They don’t need me any more,” Solon 
opined. “The patient is cured. It’s nearly 
time to give my attention to another pa- 
tient.” The assembled journalists de- 
murred with apparent sincerity. 

Cebu, the Spanish colonists’ first city, 
with the country’s oldest fort, school and 
street, is also the place where the coun- 
try’s first European tourist, Ferdinand 
Magellan, was killed. That was in April 
1521, on Mactan island, less than a 
month after Magellan's arrival. His 
death at the hands of Filipino tribal chief 
Lapu-Lapu's men is a matter of Cebuano 
pride. 

The modern city's development pro- 
jects offer another po- 
tential source of pride. 
As one city official 
said, "What Cebu does 
today, the Philippines 
may learn to do tomor- 
row. We don't just look 
like Hongkong — we 
plan to be like it." 
Manila and Solon have 
planted the seeds. All 
Cebu needs is to find 
the physical and politi- 
cal water to keep them 
growing. 

— BARRY GIRLING 
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The Taiwan factor 


In your editing of 
my letter, Looking 


iy to the future 
sy [REviEW, June 2], I 
^ 


d feel that you dis- 

“4 B one the flow of 

my argument. I 

would like to add the following points for 
clarification. 

The Taiwan issue raises the discussion 
from the economic to the political realm. 
Taiwan is the last bastion of Chinese 
nationalism on earth, and is isolated from 
the Chinese mainland by a sea strait which 
is at least 80 miles wide at the narrowest 
point. This fact, together with the exis- 
tence of well-equipped and well-trained 
Taiwan armed forces (especially relative 
to those of China), effectively denies Pe- 
king a viable military option in its quest for 
reunification. This situation should persist 
as long as Taiwan's economy continues 
to generate sufficient foreign exchange to 
keep updating its military hardware. 

That Taiwan's economy should con- 
tinue to expand satisfactorily enough is 
not in doubt. What is in doubt is the 
Taiwan Government's ability to continue 
depending on the United States as a 
source of modern weaponry. For some 


LETTERS TO THE EDITOR 


years after the communist revolution in 
China, Taipei could have depended on di- 
rect US military support in any theoretic 
confrontation between it and China. The 
passage of time and development of 
events subsequently made this increas- 
ingly less likely, but Taiwan could still 
count on a supply of American weaponry 
to help neutralise the military threat from 
China. The Chinese Government, how- 
ever, has conducted recently a remarkably 
successful diplomatic offensive aimed, so 
far, at preventing Taiwan from updating 
its weaponry via the US — most notably 
its aircraft, the greatest deterrent to a sea- 
borne invasion. 

It is this chain of events which has intro- 
duced the possibility of eventual Soviet in- 
volvement in Taiwan, and particularly so 
if Peking permits Hongkong's confidence 
in its future to collapse, thereby thorough- 
ly frightening Taipei. wW. К. E. LAMOND 


Research Director 
№. I. Carr, Sons and Co 





Hongkong 


Burma's burden 


The fall of Brig.-Gen. Tin Oo described in 
Goodbye to the good life [REviEW, June 
2] showed that the chairman of Burma's 
ruling party, Ne Win, is still strong enough 
to exert his will on the party and the ad- 





Ne Win: still in power. 





ministration — despite the fact that he 
stepped down from the presidency in 
1981. Ne Win claimed sovereign power by 
a military coup in 1962. He still has that 
power. At a meeting with Ne Win in 1975 
(notes of our discussions were taken by di- 
rector-general Tha Tun) I asked that 1 
might put forward a proposal without fear 
of contravening the High Treason Act — 
Burma's treason laws carry sentences of 
death and life inprisonment. He extended 
absolute privilege to me, allowing me to 
explain. 

My proposal was to abolish the constitu- 
tion and the one-party state and replace it 
with a two-party system. I advocated the 
holding of free and fair elections, with the 
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For a few hours, take a break from your hectic schedule, 
and take in the pleasures of our Business Class service. 
First, there’s priority check-in and baggage handling, so 
you'll have more time to unwind over a drink in our exclusive 
Silver Kris lounge. 


Then, on boarding, you'll be assisted to your own private 
cabin. And shown to your favourite seat, reserved at the tim: 
your secretary made the booking. You'll find the specially- 
designed seat is as wide as seen in First Class on some airline 
and the legroom would win the applause of basketball player 








ION CAN WAIT UNTIL TOMORROW. 





HELSINKI Dairy produce in Helsinki, BANGKOK 
miniature ball-bearings in 
Bangkok. Two real trade oppor- 
tunities. And two locations 
served by the international 
network of Banque Indosuez 
In Europe, Banque Indosuez 
is firmly based in West Germany, 
Great Britain, the Netherlands, 
Italy, Belgium, Spain, Luxem- 
burg, Switzerland, Gibraltar 
and Finland, where it is the 
only European foreign bank 
Banque Indosuez has been 
operating in Thailand since 1897 
Its Bangkok branch office is 
part of a vast Asian and 
Australasian network spread 
over 18 countries, including 
among others New Zealand 
Australia, Japan, China, Hong 
Kong, Singapore and India 
Regular loans and advan- 
ces, export financing, foreign 
exchange problems, mergers 
and acquisitions, project financ- 
ing: Banque Indosuez opens up 
a whole world of opportunities 
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BANQUE 
INDOSUEZ. 
A WHOLE WORLD 
OF OPPORTUNITIES. 
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fugeei in 
ters to Ne Win. For more than two de- 
. cades now Ne Win has been running and 
ruining the country. Corruption, within 
his party and the administration, is rife: 
anyone can buy Burma national registra- 
tion cards; at a price (about US$100), re- 
ae asa Buddhist monk also is avail- 
able 
The people of Burma ‘earnestly want 
democracy and equal rights. However, at 
the moment, this remains little more than 
a dream. But one step that can be taken 
towards a more humanitarian future 
would be if the intelligence force in Burma 
do away with the use of mental and physi- 
cal torture when interrogating detainees. 


SOE MIN 
: Coordinator 
Political Exiles of Burma 






Bonn, West Germany 





* I refer to the comments 5 made by Philip 
` Bowring [Letters, REVIEW, June 9]. I reit- 
erate” that the Hongkong Society of 
Accountants has not received a complaint 
under Section 34 of the Professional 
Accountants Ordinance about the Carrian 
audit. The.council of the society will be 
< happy to receive details of the complaint 
` referred to by Bowring before its next 
то due to be held shortly. 

ШГ LOUIS WONG 


Е ГОА “Hongkong Society of Accountants 


e Philip Bowring replies: Correspondence 
over several months between the Hong- 
* kong Society of Accountants and the com- 
plainant, which is in the possession of the 
REVIEW, shows that the society per- 
sistently deflected requests for an investi- 
gation into the audit of Carrian Invest- 
ments on" legalistic grounds. The com- 
plaint referred specifically to Section 34. 
* The society appears to have been more 
concerned with acting as a trade union 
than with: policing the standards of ac- 
countancy in Hongkong. Its attitude 
strengthens the case for depriving the 
society of the unusual privileges accorded 
it under the law and submitting members 
of the accountancy business to indepen- 
dent, external audit. 


Paper saturation 

In Traveller’s Tales [REVIEW, May 5] you 
stated that Taiwan's Government Infor- 
mation Office (GIO) accepts new applica- 
tions for newspapers but then refuses to 
consider them. I would like to clarify this 
point for you. 

The GIO does not accept new applica- 
tions or registrations for newspapers. The 
freeze exists because it is felt that we have 
reached a saturation point in the number 
of newspapers already in existence in 
Taiwan. You miust admit that 31 news- 
papers is qe a lot for the island’s rela- 
_ tively small population. The goal we are 
© concerned: with now is how to raise the 
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nge ow ership (and th 
their points of view) at any time. 


JAMES SOONG 
Director-General 
Government Information Office 


Clearing the picture 


To correct any misunderstanding, please 
note that my photo accompanying Nayan 
Chanda's excellent interpretive report 
from Peking, I quit; says Sihanouk 
[Review, June 16], bec two of 
Sihanouk’s children on-.trial.in Phnom 
Penh in April 1971. 

This of course was пога Khmer Rouge 
court but a trial staged by the rightwing re- 
gime of Lon Nol's Khmer Republic. Inci- 
dentally, Princess Botum Bopha was ac- 
quitted and Prince Narodipo sentenced to 
five years’ imprisonment. Together with 
Prince Ranaridh, Narodipo stood trial 
again on further treason charges in July 
that same year. 

Far from exciting popular calls for the 
blood of Sihanouk’s progeny, these kan- 
garoo courts backfired on the bungling 
Lon Nol regime. The lives of the accused 
were spared and the judges were prepared 
to pass only token sentences. 

Sydney JIM GERRAND 


On the wrong road 


Iam not a driver and do not own a car, but 
I am a taxpayer and wonder if taxpayers 
are going to let Transport Secretary Alan 
Scott get away with his electronic road 
pricing, or ERP aues from Hongkong, 
REVIEW, June 16]. I, for one, strongly ob- 
ject to this waste of tax revenue. 

I know handicapped children who are 
breaking their parents' hearts because 
they cannot get into a suitable institution 
to take care of them; I know old people 
who lie helpless at home, without proper 
care. because homes for the disabled and 
the aged are few and most of them are full. 
There are other needs too — and all far 
more urgent than a gimmicky experiment 
costing millions of dollars. 

And to what purpose? Will it reduce the 
traffic on our roads? No one in his right 
senses could believe that. Will it bring in 
money to provide for the needs I mention? 
Hardly, but it will create-an enormous re- 
current expenditure bill of administrative 
costs. 

It may seem smart and modern to intro- 
duce new gadgets. But eating cake when 
we have no bread makes little economic 
sense — especially when essential projects 
such as rented public: housing are on the 
government's list for axing. Is ERP real- 
ly more important than housing for 
workers? 

“Tf certain roads are overused there аге 
two remedies: either build more roads, or 
limit the use of existing ones at certain 
times. 

Taxpayers, don't: you саге how your 
money is wasted? - 

Hongkong deu 


Taipei 


ELSIE ELLIOTT, све 
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FOR SALE 

1 Охѓіога терен 

Street, 

Sydney 

Australia 


UP 
State Bank 


f 
f, 
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Conveniently located for city centre. 


Vacant possession of approx. 
5,466 sq.m. 


7 
Д 


Top floors fitted out їо suit 
corporate headquarters. 


E di 


Balance of space exceptionally 
well tenanted. 


Estimated nett income late 1983 
approx. A$4.525 million. 


Naming rights available with 
superb sky sign on all 4 sides. 


Enquiries to owner's property 
consultant: 


Peres 


Malcolm S Burrells 


(02)235 0058 


28th Floor. 20 Bond Street, Sydney, 2000. 
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In the golden age of Malay history, the Malacca Sul- 
tanate held sway not only over the Malay Peninsula 
but over large tracts of Sumatra as well, controlling 
the lucrative trade funnelling through the Straits of 
Malacca. Today, the nine sultans of Malaysia — who 
regularly elect one of their number to serve as king 
(right) — are constitutional sovereigns, obliged to 
act on the advice of the elected state governments 
on all matters except those touching on Malay cus- 
tom and religion. In practice, however, the sultans 
still have considerable political power — if they 
choose to exercise it — as regional editor David 
Jenkins notes in a survey of the role of the sultans. In a companion 
article, Kuala petam bureau chief K. Das looks at a dispute involving 
r 


the rulers and 
Pages 26-34 


Page 12 
Economist Li Xiannian is elected 
president at the National People's 
Congress, which also confirms 
Deng Xiaoping's hold over the 
military. 


Page 13 

Singapore's armaments industry 
takes on a new corporate cloak to 
boost exports. 


Page 14 

Former national security chief 
Sudomo is handed a manpower 
brief to tackle Indonesia's mount- 
ing labour problems. 


16 
From exile, a former Baluchistan 
chief minister calls for secession 
from Pakistan. 
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Page 18 

In Washington Australia’s Prime 
Minister Bob Hawke affirms Can- 
berra’s commitment to the Anzus 
pact. 


The aims of women’s rights and 
Islam collide in Pakistan. 


Pages 46-47 

Tokyo raises a dissenting voice 
over its stature inthe World Bank. 
Meanwhile, the United States Se- 
nate throws its muscle behind the 
International Development As- 
sociation. 


Page 50 

President Ferdinand Marcos as- 
sists Manila monopolies, keeping 
cronyism alive and well 


Pakistan: Problems beneath the veil — 35 
Laos: Roundup in Vientiane 36 
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power to determine the date of the fasting month. i i 


Page 51 

Founding of the Association of 
Tin Producing Countries focuses 
attention on the need to shore up 
world prices for the metal. 


Page 53 

Japan’s Ministry of Finance re- 
moves all restrictions on short- 
term Euroyen lending. 


Page 56 

A new dimension is added to 
Bangladesh's commercial pic- 
— in the shape of an Islamic 
ank. 


Page 68 

Carrian strikes a Liberian con- 
nection with a bargain sale of its 
US holdings. 


Development finance: A three-way 
split in the Philippines 
Companies: G. Tan meets 
G. Doe 
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An Asean task force preparing 
for the annual foreign minis- 
ters’ meeting in Bangkok has 
recommended that the group- 
ing be formally turned into a 
political organisation. When 


originally formed in 1967, 
Asean was described as an or- 
ganisation devoted exclusively 
to economic, social. and cul- 
tural cooperation, with politi- 
cal activities specifically being 
ruled out. 

However, recent develop- 
ments, particularly concerning 
Cambodia, over which Asean 
has taken a joint stand, have 
given the grouping an obvi- 
ously political character. The 
Asean task force was formed in 
June last year and has 15 mem- 
bers — three from each of the 
Asean member nations. 

— K. DAS 


Thailand gets the nod 
over India and Pakistan 
Thailand has been nominated 
as the best site in Asia for the 
first international genetic en- 
gineering and bio-technology 
centre devoted to Third World 
research and development. 
India and Pakistan were the 
ether Asian contenders. The 
final site selection — with 
Bangkok competing against 
Brussels and Trieste — will be 
made in September in Madrid. 

An announcement by the 
United Nations Industrial 
Development ^ Organisation 
said a committce of eight scien- 
tists chose Thailand as the best 
Asian site for the centre be- 
cause its scientific infrastruc- 
ture, though limited, was “of 
good quality and gathering 
momentum." — TED MORELLO 
Soviet diplomat expelled 
from Japan 
Soviet diplomat Arkhadiy Vin- 
ogradov left Japan at the re- 
quest of the Japanese Govern- 
ment after he was caught trying 
to obtain confidential indus- 
trial information with the aid of 
Japanese collaborators. A Ja- 
panese Foreign Ministry 
peneman said Vinogradov, 

rst secretary at the Soviet Em- 
bassy in Tokyo; attempted to 
set up an “industrial spy firm” 
with the financial support of 
the Soviet Union. 

It was reported that illicit 
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transactions between Vinogra- 
dov and his contacts were 
filmed. It was also reported 
that the Soviets were trying to 
obtain computer information 
from Hitachi. A Soviet en- 
gineer, B. N. Kakorin, was 
forced to leave Japan in 
January 1982 for involvement 
in the same case, the Japanese 
Foreign Ministry said. 

A few hours before the gov- 
ernment announcement on 
Vinogradov, Socialist "MP 
Takumi Ueda sued ^ the 
Reader's Digest and its editor 
in Japan, Ko Shioya, for 
libel and demanded damages 
totalling * 100 million 
(US$415,800). The suit was in 
connection with published re- 
velations by former Soviet spy 
Stanislav Levchenko, who de- 
fected to the United States in 
1979, — HIKARU KERNS 


Police break up 

drug syndicate 

Malaysian police seized 75.13 
kgs of heroin from a furniture 
shop and arrested 33 alleged 
members of an international 
smuggling syndicate. The 
police action took place on 
May 28 but it was announced 
only on June 16 by Deputy 
Prime Minister and Home 


Minister Datuk Musa Hitam. 
According to police sources 


STAR. MALAYSIA 


Musa: announcement. 





the syndicate, operating out of 
Kuala Lumpur, assembled 
wooden trays containing he- 
roin and made them resemble 
furniture parts destined for ex- 
port to Western Europe. The 
names of those arrested have 
not been disclosed, but they 
are said to include some people 
alleged to be involved in large- 
scale international smuggling. 
— K. DAS 


BUSINESS 


In response to the lifting of 
state-bank deposit rates 
(REVIEW, June 16), the As- 
sociation of Private National 
Banks has come up with depo- 
sit-rate guidelines for its mem- 
bers to prevent an escalation of 
rates among them as they com- 
pete with large state banks for 
rupiah deposits. The associa- 
tion is also advising its mem- 
bers not to advertise their de- 
posit rates in the mass media, 
especially if the rate is above 
the association's guidelines. 
For one- to three-month rupiah 
deposits, rates of 14-17% are 
recommended; for four- to six- 
month deposits, 15-18%, and 
for seven to 12 months 16-20%. 
The association will not impose 
sanctions on members which 
violate the guidelines. Cur- 
rently, state-bank deposit rates 
remain about 1-1.5% below 
those of private national 
banks. — MANGGI HABIR 


Ssangyong Cement (Singa- 
pore) has sought a listing on the 
local stock exchange and plans 
to raise $$38.5 million 
(US$18.29 million) by offering 
11 million shares at S$3.50 
each. Ssangyong, which is 
owned jointly by South Korea- 
based Ssangyong Cement In- 
dustrial Co., Afro-Asia Ship- 
ping Co, and the Development 
Bank of Singapore and which 
accounts for a fifth of the local 
cement market share, intends 
to use the proceeds of the offer 
to expand its production by 
50% from the existing 600,000 
tonnes. 

The company forecasts a 
pre-tax profit of 5$22.7 million 
this year against $$15.3 million 
in 1982. The dividend forecast 
for this year is 3095. The com- 
pany's current net tangible as- 
sets are 87 S cents a share. 

— V. G. KULKARNI 


Listening in to 
Palapa's 


Indonesian satellite techni- 
cians have made contact with 
Palapa B-1, the country’s sec- 
ond communications satellite 
(REVIEW, Dec. 24, '82), 
launched by the space shuttle 
Challenger during its June 19- 
24 space flight. The satellite, 






which will provide a telecom- 
munications network covering 
the whole archipelago and the 
rest of Asean as well as Papua 
New Guinea, will replace the 
Palapa A satellite launched in 
1976. The US$74.5 million 
satellite carries 24 transpon- 
ders (transmitting devices), 
twice the capacity of its pre- 
decessor. Each transponder 
can accommodate about 1,000 
telephone lines or опе TV 
channel. — MANGGI HABIR 


Bangladesh raises 

its export target 

The Bangladesh Export Pro- 
motion Council has set its ex- 
port earnings target for fiscal 
1984 (beginning July 1) at Taka 
18.16 billion (US$732 million) 
— 17.6% up from the current 
year's target of Taka 15.5 bil- 
lion, which is expected to be 
surpassed. 

Seven items — raw jute, jute 
goods, tea, leather, frozen 
food (marine products), 
naphtha and furnace oil — are 
targeted to earn Taka 16.25 bil- 
lion, or about 90% of the over- 
all export goal. Earnings from 
jute- goods, leather, furnace 
oil, tea; naphtha and bitumen 
were higher in fiscal 1983 than 
in 1982, but the volume of ex- 
ports was down. At the same 
time exports of raw jute, frozen 
food, ready-made garments, 
chemical and pharmaceutical 
products, fresh vegetables, 
fruit, tobacco and specialised 
textiles rose both in volume 
and value this year. 

— 5. KAMALUDDIN 


Lloyds Bank International has 
arranged a  M$25 million 
(US$10.6 million) five-year 
syndicated loan for Borneo 
Housing Mortgage Finance 
(BHMF) which is owned by the 
Malaysian state governments 
of Sabah and Sarawak. Al- 
though the loan is small, it is 
novel in that it affords maxi- 
mum flexibility to both the bor- 
rower and lending banks. The 
loan has a primary grace period 
of three years and a repayment 
period of two years. After the 
primary grace period there is а 
two-way option under which 
BHMF and lending banks may 
agree to a secondary grace 
period of two years, which may 
be repeated indefinitely with 
mutual consent. 

— V. G. KULKARNI 
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LEARNING IN LAOS 


Drug enforcement agencies now 
seem satisfied that Thai narcotics 
fugitive Poonsiri Chanyasak is still 
undergoing re-education at Vieng 
Sai in northern Laos. A recent letter 
reaching Vientiane indicated he was 
in poor health and made a plea for 
more food to be sent to him. Agents 
are understood to have made 
strenuous efforts to confirm his 
whereabouts after French police 
picked up reports that he had Moped 
into Paris. Poonsiri, who formerly 
ran a profitable import-export 
business in Vientiane was arrested 
by Lao security men in late 1980 
aher the REVIEW exposed his 
involvement in semi-official 
trafficking activities. He was initially 
detained at Vang Vieng, north of 
Vientiane, and there were rumours 
about a year later that he had died 
there. 


SPLITS WITHIN SPLITS 


Prince Norodom Sihanouk, whose 
off-on relations with the anti- 
Vietnamese coalition of Democratic 
Kampuchea is weakening the unity 
of that grouping; is also concerned 
with splits among his own followers. 
One of his sons, Prince Ranaridh, 
has just арн 10 Чауз in Bangkok 
trying to knock some shape into his 
father’s organisation, In theory 
Ranaridh, a law lecturer in the 
French city of Aix-en-Provence, will 
dssume the coordination role so far 


AFGHANISTAN 

United Nations-sponsored talks on Af- 
ghanistan in Geneva resumed with a meeting 
between UN special ¢nvoy Diego Cordovez 
and Afghan Foreign Minister. Shah Moham- 
med Dost (June 16). 


CHINA 

A man accused of heading a Taiwan spy or- 
ganisation in Peking and of sending more than 
120 messages in invisible ink was sentenced to 
life imprisonment, Xinhua newsagency said 
(June 15). The government demanded that 
Pan American World Airways end flights to 
China following the. restoration of the air- 
line’s services to Taiwan (June 16). Li Xian- 
nian was elected state president during the 
sixth National People’s Congress (NPC) and 
Peng Zhen was elected chairman of the NPC 
(June 18). The NPC elected its State Council 
(June 20). 


INDIA 

Police sealed off parts of the Kashmir capi- 
tal of Srinagar following clashes between Shia 
and Sunni Muslims (June 15). Politicians de- 
manded the expulsion of United States Am- 
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filled by Buor Hell a cousin of 
Sihanouk, who is widely felt to have 
aggravated the tensions inside the 
Sihanouk camp, Ránaridh plans to 
see his father soon in Paris, and will 
reportedly present him with a series 
of tough recommendations for 
improving the organisation,... , 


KNOW-HOWE . "6*7 
Preparations are being made for 


*, 


nine members of Hongkong 's... 
Executive Councik(Exca), a body 
which advises the colony's, 
prre on policy, to visit 

ondon prior to the start.of: 
substantive talks betweeri Britain 
and China in Peking omthe 
territory's future. The purpose of 
the trip is to put Britain's new 
Foreign Secretary Sir Geoffrey 
Howe in the know about Exco's 
views on the issue. Exco is said to 
be anxious for Britain not to concede 
sovereignty over Hongkong too 
readily. 


TEAK TREAT 


Burma, one of the world's poorest 
countries, has quietly made a gift to 
Australia of US$5,000 worth of teak 
pws The donation was a 
umanitarian gesture by the 
Burmese Government for the relief 
of victims of Australia’s massive 
bushfire disaster early this year. 
Presumably, the wood will be used 
to build new houses for some of 
those made homeless by the-fires. 


bassador Harry Barnes for his criticism of In- 
dian protests at the granting of a US visa to a 
Sikh separatist movement leader, the pro- 
communist Patriot newspaper said (June 17). 
One policeman was shot dead by two Sikh 
militants in à police station in Punjab, it was 
reported (June 18). Prime Minister Indira 
Gandhi charged that the US was the home of 
a campaign for a separate Sikh state. At least 
one person died and many were wounded in 
Hindu-Muslim rioting in Malerkotla, Punjab, 
it was reported (June 19). Police briefly de- 
tained Sanjay Gandhi's widow, Maneka, 
after she tried to organise a peace march in 
Patiala, it was reported (June 21). 


JAPAN 

Four people were arrested when more than 
2,000 peoplg staged an anti-war rally in cen- 
tral Tokyo, police said (June 19). A Soviet 
diplomat involved in high-technology spying 
left the country at the request of the Japanese 
Government (Juné 21). 


MALAYSIA 
Police seized more than 75 kgs of heroin 
and arrested 33 people in connection with the 


пі Болго 
ns 26 112290. 

Australian officials were-deli 
with the gift from suchvan u 


ted 
ely 


donor. Austrakiahiaidto Burma runs 
at about A$10/miliiom(US$8.85 
million) annually, and relations 
between the two cotifitries are 
described as exceptionally warm. 


LIGHTLY TOASTED 


During his surprise visit to North 
Korea last month, Chinese Foreign 
Minister Wu Xuegian offered a toast 
to the health of Kim Jong Il — son 
and heir-apparent of President Kim 
Il Sung. The North Korean press 
reported Wu's toast to the son of the 
“great and beloved leader," but 
Chinese media made no mention of 
it. The reluctance of the Chinese 
press to publicise the incident is 

artly a result of the post-Mao 
eadership's aversion to a 
communist “dynasty.” There are 
also doubts in Peking over whether 
the younger Kim will be able to 
succeed smoothly to his father's 
throne. 


seizure in Kuala Lumpur's Chinatown, the 
deputy prime minister said (June 16). 


PAKISTAN 

President Zia-ul Haq renewed a ban on ac- 
tivities of the Free Mason's Association and 
directed authorities to confiscate all its prop- 
erty (June 16). 


SOUTH KOREA 

Opposition leader Kim Young Sam's chief 
secretary, Kim Duk Yong, was arrested and 
charged in connection with the former's 
hunger strike (June 17). South Korean troops 
shot dead three North Korean commandos 
who were attempting,to reach the South by 
crossing a river near the demilitarised zone, 
the Defence Ministry said (June 19). Repre- 
sentatives of the ruling Democratic Justice 
Party and two opposition parties agreed to 
work together to lift a law banning 305 people 
from political activity until 1988, a parlia- 
mentary spokesman said (June 20). Police 
said that Kim Duk: Yong would be in- 
dicted on charges of defaming the country and 
SEEN the ban ор, political activity (June 
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China elects its first president since the Cultural Revolution 


Doing it Deng's way 


By David Bonavia 

Peking: The messagé of the government 
changes at this month's sixth National 
People's Congress (NPC) is that the 
Chinese economy is felt by the leadership 
to be more or less on course, but that poli- 
tical control and security are giving 
grounds for concern. 

Li Xiannian's election to the long- 
vacant presidency is regarded as a move 
by elder statesman Deng Xiaoping to re- 
duce his real political influence while hon- 
ouring his long service to the Chinese 
Communist Party and to the state. 

It is no secret that Li is not an enthusias- 
tic admirer of the economic reforms 
drawn up by Deng, Premier Zhao Ziyang, 
and veteran planner Chen Yun. During 
the Cultural Revolution (1966-76), Li car- 
ried out many of Mao Zedong's ideas on 
socialist economics, but he succeeded, it is 
believed, in watering down the more ex- 
cessively leftwing schemes with conces- 
sions such as wage differentials in industry 
and the work-point system in rural areas. 

Ulanhu, the Mongol who has been 
named vice-president, was chosen after 
the recent death of Liao Chengzhi, the 
leadership's expert on relations with the 
Overseas Chinese and with Japan. 

Liao had been expected to become vice- 
president, according to Zeng Tao, a senior 
diplomat who is deputy secretary-general 
of the NPC session. 

Ulanhu, who is 76, was disgraced in the 
Cultural Revolution, and re-emerged in 
1973. His appointment in lieu of Liao 
shows that the leadership still wants the 
vice-president's post to be filled by some- 
one who represents the idea of a united 
front in relation to the ethnic minorities of 
China. 

Deng — to nobody's surprise — has re- 
served for himself the key post of chair- 
man of the Central Military Commission. 
The vice-chairmen are Marshal Ye Jian- 

ing, aged 86, Marshal Xu Хіапрдіап, 81, 
arshal Nie Jongzhen, 84, and Yang 
Shangkun, 79. To reduce the average age 
and keep his own supporters in charge of 
the People's Liberation Army, Deng per- 
sonally nominated Yu Qiuli as head of the 
PLA General Political Department. He 
also confirmed Yang Dezhi as chief of the 
general staff, Zhang Aiping as defence 
minister and Hong Xuezhi as chief of the 
General Logistics Department. These ap- 
intments put the PLA firmly under 
eng's authority, after a period during 
which some senior commanders had ex- 
pressed formidable opposition to his 
policies. : 

Relatively few of the ministries of the 

State Council supervising industry, ag- 
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riculture and arms production were af- 
fected by the NPC reshuffle. But the pres- 
sure is on to resist espionage and internal 
graft and corruption. 

Some observers believe the newly 
formed Ministry of State Security will not 
be used only for counter-intelligence 
work, as has been stated. It may also keep 
a watching brief on the Ministry of Public 
Security and the civilian police under the 
latter's control. The recently formed 
People’s Armed Police Force will possibly 
be under the direct control of the new 
ministry. 

This is evidently a step backwards to- 
wards the Soviet system of exercising poli- 
tical surveillance of civilians and soldiers 
— whether or not they are party members 
— through the KGB secret police. How- 


of the State Planning Commission, is re- 
placed by his former deputy, Song Ping, 
but remains a vice-premier. A new post of 
auditor-general of the Auditing Adminis- 
tration has been created to help in the 
fight against high-level graft and ineffi- 
ciency, and it goes to the former governor 
of Shaanxi province, Yu Mingtao, who 
earlier in his career made his mark in 
the Hunan provincial party organisation, 
and was disgraced for five years dur- 
ing the period of the Cultural Revolu- 
tion. 

Лап Xingiong replaces female minister 
of nuclear industry, Zhang Chen. Another 
woman, Yu Wenying, becomes minister 
of textile industry, supplanting her female 
colleague Jao Jianxiu. The only female 
members of the State Council are now 





ever, if the Chinese run true to their form, 
the super-spooks will be under the watch- 
ful eye of party bodies, preventing the 
head of the secret police from seizing total 
power as Yuri Andropov has done in the 
Soviet Union. 


ing Yun, a 66-year-old veteran police- 

man, has been confirmed as head of the 
State Security Ministry. Liu Fuzhi, for- 
merly minister of justice, has replaced 
Zhao Cangbi as minister of public sec- 
urity. There is no evidence that Zhao is in 
disgrace, though he did collaborate 
closely with former premier and party 
chairman Hua Guofeng, when the latter 
was minister of public security in 1975. 
Hua, a leftist, has now lost all his leader- 
ship posts except membership of the cen- 
tral committee. 

Yao Yilin, until now minister in charge 


Foreign Economic Relations and Trade 
Minister Chen Muhua, and Minister of 
Water Conservancy and Power Li Xim- 
ing. 

Two relatively junior men were ap- 


pointed  vice-premiers, bringing the 
number of these officials to four — with 
Yao and party veteran Wan Li. 

The new vice-premiers are Li Ping, 55, 
an official of the Water Conservancy 
Ministry, and Tian Jiyun, 54; an 
economics and finance expert from Si- 
chuan province, where Premier Zhao car- 
ried out his trend-setting experiment in 
economic reform several years ago. 

Forty-eight delegates from Hongkong 
and Macau attended the congress and duti- 
fully mouthed approval of China's plan to 
reassert its sovereignty over the British 
and Portuguese enclaves “at an approp- 
riate time" — which for Hongkong is 
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as CHINA 


widely taken as meaning 1997, when Brit- 
ain's lease on the New Territories ex- 
pires. 

Meanwhile, Peking has dropped the 
word “stability” from its previous promise 
to reabsorb Hongkong without damage to 
its "prosperity and stability." This is be- 
lieved to be a rebuff to British negotiators 
who express anxiety about both economic 
and social stability in the colony as the 
countdown to 1997 progresses. The 
Chinese see this professed anxiety as a 
stalling tactic in the negotiations on Hong- 
kong's future. 

Peking's spokesmen in Hongkong have 
blamed the global recession for the col- 
ony's depressed economic climate, de- 
cline of the Hongkong dollar and reduced 
stockmarket activity. Even China, which 
used to help prop up the Hongkong dollar 
in times of stress, has revalued its own cur- 
rency upwards by 3% against the dollar. 
Leftists in- Hongkong have blamed the 
Hongkong Government. and large com- 
panies for deliberately trying. to de- 
stabilise the dollar in order to show Peking 
that the colony is not viable economically 
without full international confidence in its 








Deng: political move. 





free investment climate under British 
rule. 

The confusion in Peking’s mind over the 
best formula for an autonomous Hong- 
kong, united constitutionally with the 
people’s republic, has been exemplified 
by the report of a group of professional 
people from the colony who recently visit- 
ed Peking, and expressed doubts about 
the viability of the formula “Hongkong 
people will rule Hongkong.” 

The students’ union of the Chinese Uni- 
versity of Hongkong has challenged the 
group’s approach, pointing out that the 
situation is still fluid and that “Hongkong 
people will rule Hongkong” is by no 
means an unworkable solution. Peking 
evidently leans towards the students 
view, because their letter was given pub- 
licity in the latest edition of the Hongkong 
pro-Peking weekly Ta Kung Pao. 
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SINGAPORE 


Coming out of the closet _ 


The government-run defence industry takes on a higher 
profile as the republic seeks to sell more arms abroad 


By V. G. Kulkarni 
pes republic's fledgling defence indus- 
try — which like American vice-presi- 
dents is known to be around. but rarely 
heard of — lately has assumed an unusu- 
ally high profile. Senior executives of gov- 
ernment-run defence enterprises visited 
Washington and Paris in, April and May, 
showing off their wares to generate sales, 
and in recent weeks the media here have 
highlighted the defence: . industry's 
capabilities. One report, even visualised 
the co-production of the United States- 
designed A4 Skyhawk light bomber in Sin- 
gapore, a prospect 
most foreign an- 
alysts here see as 
remote. 

Among the 
world's lesser 
powers, Singapore 
is unique in that, 
despite its tiny size 
and population 
(2.5 million), it 
has striven since 
the 1970s to build 
up its own defence 
industry — a mini- 
military industrial 
complex, as it 
were. National se- 
curity is a matter 
of prime concern 
in the republic and 
is also actively 
used to promote a 
sense of national 
identity. The coun- 
trys leaders re- 
peatedly impress 
upon its citizens 
that the island's 
new-found  pros- 
perity has to be de- 
fended with a high 
standard of pre- 
paredness, an 
ethos which has 
led to the repub- 
lics independent 
defence industry. 

Starting only with the manufacture of 
small-arms ammunition in 1967, Singa- 
pore's defence industry, which now en- 
compasses several companies owned by 
the Ministry of Defence, supplies most of 
the hardware required by the Singapore 
Armed Forces. But the defence sector's 
major handicap is the small domestic mar- 
ket. Singapore has only some 49,000 regu- 
lar troops and 130,000 reservists. As the 
defence sector has become more sophisti- 
cated, the need to support it through ex- 
ports became increasingly critical. 

Early this year Singapore displayed its 





new range of small arms, including the 
SAR80 assault rifle,and the Ultimax light 
machine gun to US. Marines. This pro- 
vided good publicity for. the weapons, 
which are known to be efficient though 
not battle tested. While the US does not 
appear interested in buying Singapore's 
small arms, it.is understood that Singa- 
pore has exported some infantry weapons 
and ammunition. to neighbouring Asean 
countries, Somalia, Zambia and to some 
Central American regimes. The value of 
the exports, however, has not exceeded a 
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A Unicorn advertisement: specialised entities. 


few million US dollars, according to 
foreign diplomats, who add that Singa- 
pore is also keen to sell light mortars and 
anti-tank weapons in the Middle East, 
Latin America and Africa. 

Along with its debut in the export 
market, the government has carried 
out a major reorganisation of the de- 
fence sector, which is still made up of 
small, specialised entities — though under 
the umbrella of, Shengli Holding Co., 
the Defence Ministry's investment arm. 
Late last year, all Singapore's defence- 
related aerospace firms were merged to 
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dividual identities; S TC; with total assets 
of S$200 million (US$95 million), is to 
coordinate and ratio lise their functions. 
In addition to боб б, ОЁ scale, STC 
will have the аусар Of a'big-company 
image in the rae foreign ‘arms buyers. 
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After atteridirig thelPárid air show at Le 
Bourget in May; Эйек Poh Huat, manag- 
ing director of SAF ЫН thé press that Sin- 
gapore was cont¥niplatifig producing its 
own aircraft by the 1990s. When SAI was 
formed, officials had merely said that SAT 
would take the lead iiithé manufacture of 
aircraft parts and components and in over- 
hauling engines. Quek added that six 
European and American aircraft manu- 
facturers had approached SAI for joint 


The SAR-80 and the Ultimax 100. 


no distant dream, reports were circulated 
that a team from the US-based McDon- 
nell Douglas Corp. was visiting Singapore 
in June. A Defence Ministry spokesman 
would not comment on the visit, but in- 
dustry sources said that a McDonnell 
Douglas team was visiting Singapore as 
well as Indonesia and Malaysia. 

There is a possibility of Singapore co- 
producing small aircraft in the coming de- 
cade. The consensus "among defence 
analysts is that helicopters, short-range re- 
connaissance aircraft, tthiners and execu- 
tive jets could fall into this category. Sin- 
gapore's proven capability in the manu- 
facture of aircraft spare parts and compo- 
nents could also dovetail with the overseas 
production of larger aircraft. The coun- 
try's defence aviation industry is likely to 
head in that directión, rather than setting 
up its own production lines — even on a 
joint-venture basis — fof fighters or bom- 
bers, analysts predict. Q 
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Amid growing worker unrest former security chief Sudomo 
coordinates the nation's first attempt at manpower planning 


By Susumu Awanohara 

Jakarta: Finding roductive employment 
for Indonesia s 60 million-strong labour 
force, growing By 2 million each year, is 
arguably ‘the’ ‘formidable challenge 
facing Presiderit"Süharto. Suharto has 
chosen the powerfulformer national sec- 
urity chief, "Adm: Südomo, to handle this 
medium-terifi ptdblem as well as the more 
immediaté one’ of growing industrial un- 
rest caused by deepening recession. 

In his fitst three months as manpower 
minister, Sud6mo has demonstrated both 
his grasp óf tlie ‘issues confronting him as 
well as an ability to act quickly and deci- 
sively. But there ate'those who worry that 
Sudomo’s paternalistic and strong-arm 
methods may stifle the development of 
what they consider healthy industrial rela- 
tions. 

The overriding ‘importance of man- 
power problems was acknowledged re- 
cently by the People's Consultative As- 
sembly — the country's highest law-mak- 
ing body — and will be highlighted in the 
next five-year economic plan, taking 
effect next April. As Sudomo has re- 
peatedly pointed out, the country's large 
and rapidly growing labour force is young 
(over 50% is between the ages of 15 and 
25), progressively better-educated and 
has higher expectations. Statistics are 
scant and unreliable, but aside from the 
4% open unemployment, there is an 
underemployment of 30-40%. Those who 
work fewer than 35 hours a week are de- 
fined as underemployed. 

The All-Indonesia Labour Federation 
(FBSI), the single officially approved um- 
brella organisation representing 21 indus- 
trial unions with 3 million members, has 
calculated that workers should be given a 
14% wage increase just to compensate for 
the oil-subsidy reduction in January and 
devaluation in March. But such a demand 
has little chance of being met if the face of 
recession. 

According to one count, over 52,000 
workers have lost jobs in the formal and 
organised fixed-wage sector of the labour 
force in the past year. Textiles and electro- 
nics workers have been the hárdest hit. In 
addition, about 50,000 more workers in 
the timber industry have beer ‘laid off in- 
definitely since 1981, mainly because of 
the policy to ban log exports. The effects 
of recession on the much larger informal 
sector is difficult to measure. 

The number of strikes and other indus- 
trial actions has been on the rise. One set 
of figures shows that wildcat strikes in- 
creased from 77 in 1980 to 186 in 1981 and 
174 during January-November 1982. 
There are widely conflicting figures, but 
most estimates indicate that industrial ten- 
sion is rising further. Practically all strikes 





are wildcat and illegal, since the proce- 
dure for legal industríal action is onerous 
for the labour unions. 

Against such a background, it was logi- 
cal that Suharto would choose Sudomo. 
The former manpower and transmigration 
minister, Harun Zain, had been an 
academic and tended to devote a large 
part of his time to transmigration, reflect- 
ing Suharto's own inclinations at the time. 
Even as head of the Command for the Re- 
storation of Security and Order (Kopkam- 
tib) Sudomo already had experience in 
handling industrial disputes. 

Now manpower and transmigration 
have been divided into two ministries and 
Sudomo is attending full time to the 
former, assisted by à group of elite staff 
which has followed him from Kopkamtib. 
Sudomo has brought the familiar energe- 


Sudomo: decisive. 





tic and hard-driving style to his new job, 
while at the same time establishing rap- 
port with many workers and employers 
with his winning personality. Sudomo's 
stature and closeness to Suharto have 
meant that his every initiative is stealing 
the headlines, something which Sudomo 
obviously relishes. 


A: soon as he was appointed manpower 
minister, Sudomo set up a complaints 


box at the post office, formed centres to 
manage crises and revived thé govern- 
ment's employment offices. At the minis- 
try, Sudomo has conducted a sweeping re- 
organisation, streamlining decision-mak- 
ing and implementation, and in particular 
demanded that officials produce more re- 
liable data concerning manpower and in- 
dustrial relations. Hé has also pledged to 
increase the number of industrial training 
centres from the current 34 to 154 within 
the year. е 
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But Sudomo's 
been his ability to mobilise other minis- 
tries to tackle the manpower problem, ob- 
servers say. His job, he points out, is only 
to prepare, train, allocate and then serve 
the labour force; creation of jobs is the 
responsibility of other ministries. Few 
people would be more suited to coordi- 
nate Indonesia’s first serious attempt at 
manpower planning. In fact, at least half a 
dozen ministers are already involved in 
the process. 

There is serious concern that Sudomo, 
and the government generally, will 
treat industrial unrest as a security, rather 
than a socio-economic, problem. They are 
likely to stress prevention and repression 
of disturbances instead of dealing with the 
deeper causes of tension, the argument 
goes. Some observers are also worried 
that Sudomo may give precedence to the na- 
tional interest to such an extent that work- 
ers’ interests will be sacrificed. Another 
concern is that Sudomo’s paternalistic ap- 
proach runs counter to democratic un- 
ionism and industrial relations. 

At least some of these suspicions seem 
uncalled for. In recent weeks the govern- 
ment has slowed down many capital-in- 
tensive projects to channel funds to more 
labour-absorbing projects as well as to 





Suharto: logical choice. 


save foreign exchange. The policy to free 
interest rates is likely to have profound 
employment-boosting impact in the 
medium term by raising the cost of capital. 
Suharto and his technocrats have allo- 
cated large funds for education, health 
and welfare in recent years and there has 
been serious discussion of late over the 
need to match school curricula to indus- 
trial needs. 

But there is no denying that Sudomo 
finds Western-style legalistic and confron- 
tational industrial relations reprehensible 
and is "allergic" to strikes. Soon after tak- 
ing office, Sudomo caused a stir by pro- 
posing that the widely used Indonesian 
word for worker, buruh, should be 
abolished and be replaced by pekerja or 
karyawan. His complaint against buruh 
was that it connoted class conflict, while 
the other expressions were more neutral. 
He has continued to make similar sugges- 
tions, at one point calling for a suspension 
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greatest contribution has | of collective bar 


bargaining, which he said 
should be replaced by tripartite (labour- 
management-government)  round-table 
discussions. 

Sudomo has also warned that he would 
disband the FBSI if it could not prevent 
strikes by industrial unions under its wing 
and that existing labour laws, which show 
liberal democratic biases and are thus 
incompatible with Indonesia’s state 
ideology, Pancasila, would be revised. 


he FBSI is feeling the heat, caught be- 

tween greater union militancy and the 
government's decreased tolerance for in- 
dustrial action. Although officially the FBSI 
has discouraged illegal strikes, once they 
have taken place the federation has tended 
to argue the workers' case, often success- 
fully. There is a sense of crisis on the 
ground among leaders of some industrial 
unions. Many of these leaders have consi- 
dered the FBSI to be “yellow” — that is, 
an instrument of the government. More 
than in the past, the FBSI will pressure the 
unions to please Sudomo, who should 
properly be called the businessmen's 
minister, officials of one union insist. 
They add that so-called Pancasila labour 
relations, advocated by Sudomo and em- 
phasising consensus, are an obfuscation of 
basic differences which still exist between 
employers and employees in Indonesia. 

Interested foreign observers share some 
of these feelings. While Indonesia's 
labour laws are quite progressive, their 
implementation is not always rigorous, 
they say. Being a full member of the Inter- 
national Labour Organisation (ILO) In- 
donesia has ratified only eight of its more 
than 150 conventions. The convention on 
the right of workers to organise and bar- 
gain collectively was ratified in the 1950s, 
but those on minimum wages and child 
labour have not yet been accepted. The 
foreign observers stress that the Indone- 
sian workers are still poor and weak com- 
pared with their employers, and that any 
consensus reached under the сіг- 
cumstances. would tend to be illusory. 
They say they hope that Sudomo will not 
take any “retrograde steps." 

While some foreign observers warn that 
any mishandling of the labour unions by 
Sudomo would invite strong international 
reaction, particularly from international 
labour federations and Western labour- 
party governments, others agree with 
local experts that there is a conflict of 
world view here and that the Western 
world view is not ily superior to the 
Indonesian one. Citing the fact that Sudomo 
has ordered employers not to fire workers 
without obtaining prior official approval 
and that he expects full compliance with 
this order, some say there is much to be 
said for Pancasila labour relations. Al- 
though never clearly defined, Pancasila 
labour relations seem to fit the psyche of 
the Indonesian people and with luck, a 
strong and enlightened government as- 
sisted by the FBSI may be able to play a 
role similar to that of ILO in the West in 
the 1920s and 1930s — enforcing gradually 
rising labour standards on employers — 
these observers say. 


On second 
thoughts... 


Sihanouk decides against 
quitting the anti-Vietnamese 
coalition — for the moment 


By Patrice de Beer _ 

Paris: In one of the sudden changes of 
heart for which һе, is well known, Prince 
Norodom Sihanouk has withdrawn his 
offer to resign from the presidency of the 
Coalition Government , of, Democratic 
Kampuchea, The day, before withdraw- 
ing, after being received by French 
Foreign Minister Claude Сһеуѕѕоп, he 
had repeated his wish. to quit a coalition 
whose vice-president, Khieu Samphan, 
had criticised his proposal for a transitory 
coalition with the pro-Vietnamese Heng 
Samrin regime in Phnom Penh, and whose 
prime minister, Son Sann, had supposedly 
slandered him. 

But late on the next day, Sihanouk re- 
ceived a conciliatory message from Sam- 
phan. The Khmer Rouge leader stated 
that what Sihanouk had taken as a criti- 
cism was merely an exchange of opinions 
between two people of widely differing 
views. The prince considered this tele- 
gram as "respectful and affectionate," and 
he added: “I am not planning for the mo- 
ment to resign." This view was relayed 
back to Samphan. 

It is this kind of abrupt change of mind 
that has earned Sihanouk the reputation 
of being fickle — a Chinese official once 
described him as being as changeable as 
the British weather. On this occasion, as 
on previous ones, the prince appears to be 
trying to show that he is somehow indis- 
pensable, that without him the coalition 
will collapse or else become a meaningless 
tool of its sponsors, the Asean countries 
and China. 

And he wants his friends to realise that 
his resignation threat was not an idle one. 
As the prince told the REVIEW: "If one 
day the coalition and Asean were to fail, if 
Democratic Kampuchea was losing 
ground in the United Nations, then one 
must remember that in 1983 Norodom 
Sihanouk had foreseen it.” 

While the prince repeated his criticisms 
of Khmer Rouge methods, he seemed — 
on the surface at least — to have a more 
serious grudge against Sann, who heads 
the Khmer People’s National Liberation 
Front. Sihanouk noted that during Sann’s 
recent visit to Australia, the Australian 
press reported that members of Sann's de- 
legation had made derogatory statements 
about the prince. “It is very shocking that, 
instead of attacking the Vietnamese, they 
concentrated [their attacks] against me,” 
the prince said. “Things don't work at 
all between Son Sann and me. There 
is a schism between the nationalists 
that Asean does, not seem to under- 
stand. 
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The Mengal formula 


An exiled former chief minister of Baluchistan says the 
province will fight for a total split with Pakistan 


By Lawrence Lifschultz 
London: The former chief minister of 
Baluchistan, Pakistan's western-most pro- 
vince, has issued à déclaration from exile 
in London which eGuld have serious politi- 
cal reverberations in Pakistan and perhaps 
also in the Central Asian region. Ataullah 
Mengal, who ‘onéé headed the only 
elected government’in Baluchistan, has 
declared that the Baluch people will no 
longer pursuetheind5-year quest to secure 
“provincial autonomy” as a recognised na- 
tionality within Pakistan, but will instead 
fight for “complete independence.” 
Mengal, who has lived in exile since his 
release from prison in 1977, is still re- 
garded as a potent political force in the 
province. His arrest in 1973, along with 
most of his provincial cabinet, set off a 


_ province-wide rebellion which engulfed 


the Pakistani army in a brutal — and little- 
reported — war. Mengal was detained by 
the then government of the late Zulfikar 
Ali Bhutto in large part because of pres- 
sure from the late shah of Iran who had 
opposed the presence of an elected social- 
democratic government on Iran's eastern 


‚ border. The arrests triggered a rebellion 


throughout the province: at one stage, 
nearly a quarter of the Pakistani army had 
to be deployed in the province along with 
Iranian Armed Forces 
(REVIEW, May 28, 76). 

The rebellion came to an end following 
the coup which brought Gen. Zia-ul Haq 
to power in July 1977. Within a week of 
the coup, Zia flew to Hyderabad central 
jail, where Mengal and the others were 
detained, to negotiate an end to the war. 
Ultimately the Baluch leaders were re- 
leased, a ceasefire was declared, the army 
withdrew and an amnesty was offered for 
those involved in the rebellion. An uneasy 
truce has existed in the province ever 


‘since. 


Baluchistan is situated at an important 
strategic cross-roads as it is wedgéd be- 
tween Soviet-occupied Afghanistan to the 
north and the Gulf of Oman to the south, 
which is of crucial concern to the United 
States because of its proximity to the oil- 
rich Gulf. To the west of Baluchistan is 
Iran, with its unpredictable fundamen- 
talist Islamic government, which is en- 
gaged in a brutal war with neighbouring 
Iraq. Р 

Interviewed by the REVIEW, Mengal 
said that though the Baluch lived in the 
vortex of a superpower confrontation in 
Southwest Asia, they had no intention of 
becoming either the pawns or the victims 
of either power. They are prepared, he 
said, to have direct relations with both the 
US and the Soviet Union, as well as with 
the Gulf states, in determining the future 
configuration of the region’s political geo- 
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graphy, so long as their own position is 
clearly taken into ‘account by all con- 
cerned. 

Mengal said that he made his declara- 
tion because a cfucial turning point had fi- 
nally been reached after three decades of 
violence. In his view, the option of a 
democratic resolution to the Baluchistan 
problem had now passed the point of no 
return.-^We«have tried our best over all 
these years to find a solution to the issue 
within the framework of Pakistan," he 
said. "It is the reason why we have been 
fighting for provincial autonomy and 
democracy at the all-Pakistan level. Had 
Pakistan accepted the concept of 
nationalities within Pakistan, and the 
rights of those nationalities as partners 
within the boundaries of Pakistan, one 
could have said: *Yes, adjustment is possi- 
ble.' 

"But they have always denied the exist- 
ence of such rights. From 1973 to 1977 the 
army's operations in Baluchistan made 
cleàr to us that even if the demand for pro- 
vincial autonomy is made within a demo- 
cratic structure, it will be met with the 
same violence from the army which is 
more or less comparable to what we would 
have faced had we opted for indepen- 
dence. For us there is only one way left, If 
the Baluch are to survive, then we must 
struggle for an independent Baluchistan, 
outside the framework of Pakistan." 

Mengal, who has spent nearly eight 
years in Pakistani prisons — half during 
the mid-1960s under the regime of Gen. 
Ayub Khan — has always been considered 
one of the more moderate leaders of the 
countrys democratic opposition. His 
sharp militancy today is one reflection of 
the political polarisation existing within 
the province. 

The central political dilemma that has 
plagued Pakistan since its formation out of 
the partitioning.of India in 1947 has been 











Mengal: breakaway bid. 


the country's unending confrontation with 
the so-called "national question." The 
formation of Pakistan brought together an 
amalgamation of five provinces into one 
state linked to one another by the notion 
of it existing as an Islamic nation, or a 
homeland for the principal persecuted re- 
ligious minority of South Asia. However, 
in two of present-day Pakistan's four pro- 
vinces — North-West Frontier and 
Baluchistan — though formally existing as 
Muslim majority areas, the dominant poli- 
tical force in 1947 was secular democratic 
nationalism which was opposed to the 
founding of a separate theocratic state. 


he position of Baluchistan was differ- 

ent from the other provinces which 
were to make up Pakistan. A confedera- 
tion of Baluch tribes and their titular head, 
the Khan of Kalat, considered their status 
within the disintegrating British empire to 
be equivalent to that of Nepal. While 
other so-called native states dealt with the 
British Government in New Delhi, Nepal 
and Baluchistan maintained treaty rela- 
tions directly with London. 

More significantly, the 1876 treaty 
which had given Britain access to areas of 
Baluchistan and allowed it to establish for- 
tifications there also pledged that London 
“would respect the sovereignty and inde- 
pendence of Kalat,” referring to the con- 
federation under the Khan of Kalat. 

The Baluch diwan, or assembly, re- 
peatedly voted against accession to Pakis- 
tan, and it directed the leadership to se- 
cure by negotiations Baluchistan’s inde- 
pendence as guaranteed in the 1876 
treaty. A close relationship with Pakistan 
was not ruled out, but the precondition of 
full national sovereignty was laid down by 
the diwan as the first step towards such an 
association. However, the province was 
forcibly annexed nine months after parti- 
tion. The annexation set off a rebellion, 
and Pakistani army units suppressed the 
Baluch revolt, which was led by Prince 
Agha Abdul Karim — younger brother of 
the Khan of Kalat. The new Pakistan au- 
thorities imprisoned much of the recalci- 
trant Baluch leadership, with Karim re- 
maining in prison for 18 years. 

For the 1950-70 period, the Baluch 
leadership accepted the political reality of 
Pakistan, but maintained that only elected 
democratic governments at the provincial 
and national levels would guarantee au- 
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domination by 
provinces. TM 

The continued. existence. of military 

[958 to the early 
emocratic solution 
т and. exacer- 
ion, The pros- 
litical system 
tani army refused 
to accept the. re of Pakistan’s first 
general election 970 and civil war 
broke out. The election, had it been ac- 
cepted, would have made the leader of the 
majority Awami League. party, Sheikh 
Mujibur Rahman, prime minister. Muji- 
bur’s. elevation to. prime: minister and his 
political. base-in-the- province of Bengal 
were perceived by conservative army ele- 
ments as threats to the entrenched posi- 
tion of the Punjab. within the. existing 
state. Civil war led to the independence of 
the. eastern half of the country, now 
known as Bangladesh. ; 

Two events contributed to the growing 
disillusionment among the Baluch leader- 


ү 
the. Punjab of the other 












ship, which had become increasingly sceps- 


tical of a democratic Pakistan ever emerg- 
ing. The. first concerned . Bangladesh. 
where elections, in Mengal’s view, led not 
to a-transition to democratic institutions, 
but to violent repression from an army un- 
willing and incapable of accepting demo- 
cratic norms., The second was Mengal's 


dismissal and arrest in 1973, The sense of 


betrayal by Bhutto's civilian regime, 
which had signed constitutional. guaran- 
tees. of Baluchistan’s. quasi-autonomous 
status, was only part of the .growir 


nationalist sentiment. which fuelled the { E 


four-year rebellion which followed. . 

Mengal said that. when the ceasefire 
took effect in 1977, only one option re- 
mained which could. have persuaded the 
Baluch to envisage a future. within Pakis- 
tan. This was a confederation of states 
similar to the United Arab Emirates. The 
confederation principle, within the 
framework of a new form of republic with 
four associated states based on the exist- 
ing provinces, was the minimum they 
would have accepted. 

The timing of Mengal's declaration 
coincides with a delicate and fluid moment 
within the overall context of conditions in 
Central Asia. On June-16 negotiations re- 
sumed in. Geneva. between Pakistan and 
Afghanistan through the mediation of the 
United Nations. Diego Cordovez, the UN 
secretary-general's special envoy on Af- 
ghanistan, under whose direction the. Af- 
ghan peace talks have been proceeding, 
has publicly stated that 95% of a draft 
agreement exists which could be the basis 
of a settlement (REVIEW, June 9). In the 
opinion of senior UN sources, the Soviets 
have indicated that they are prepared to 
move towards a negotiated withdrawal of 
their forces from Afghanistan if Pakistan 
will cooperate in. formulating the exact 
terms of a workable solution. Prior to last 
June's meeting in. Geneva, the Soviets ex- 
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and his 
Khan. 
It is within this broader context that the 


| Baluchistan question takes on interna- 


tional significance. If there is no break- 
through in the negotiation process, or if 
the implementation of a peace settlement 
drags on indefinitely, alternatives may 
emerge on the region's strategic agenda. 
In’ Mengal's judgment, if circumstances 
compel an alternative approach on the Af- 
ghanistan problem, the Soviets. might at 
first seem to prefer.a pro-Soviet Pakistan 
in its present form, rather than to have an 
independent. Baluchistan or а “Bal- 
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Hawke meets a hawk 


Australia’s prime minister assure 


it has a constructive ally in the P 


By Richard Nations 

Washington: In a tactful and polished 
performance, Australia’s visiting Prime 
Minister Bob Hawke managed to realign 
his new Labor government with the 
mainstream of diplomacy in non-com- 
munist Asia, but without abandoning 
wholesale his party's hopes to carve out a 
new role in the region for Canberra. 

The first chore of Hawke's three-day of- 
ficial visit — attacked with convincing 
verve — was to ease the apprehension 
raised here by pre-election indications 
that the new Labor government would 
drift away from the Anzus (Australia, 
New Zealand, United States) alliance, 
long a cornerstone of Canberra's defence 
policy. "There is no country, I suggested 
to the president [Ronald Reagan], that the 
United States can rely on more as a con- 
structive ally than Australia," Hawke told 
the press. Nor did he waffle on about the 
nature of the Soviet threat: “On all the 
evidence, the Soviet Union is an expansion- 
ary power and is prepared to use, either 
directly or through its surrogates, force of 
arms." 

Hawke reassured the US of continued 
access to joint military facilities in Austra- 
lia, as well as the radar and communica- 
tions installations used to monitor Soviet 
Ship and air movements. *We are aware of 
the potential risk associated with the host- 
ing of those joint facilities," Hawke said, 
reflecting campaign themes that military 
links to the US will make Australia a 
Soviet target in the event of nuclear war. 
"But it was the judgment of my govern- 
ment . . . that the benefits to Australia in 
terms of its immediate interests and its 
global strategic considerations outweigh 
the potential risks." 

In return, Hawke received agreement 
from the Reagan administration to take a 
new look at some of the nuts and bolts of 
the Anzus treaty. He proposed stationing 
an Australian military liaison officer in 
Washington to provide a hot-line to Can- 
berra in the event that US forces go on 
alert. Hawke is also concerned to specify 
the currently undefined geographical 
limits of the Anzus treaty, as well as push 
Washington towards a formal ban on 
nuclear-weapons tests and nuclear-waste 
dumping in the Pacific. 

Not much of this agenda will be re- 
ceived with enthusiasm in the Pentagon. 
But it is limited and specific enough not to 
upset any of Washington's major policies 
in the southwest corner of the Pacific. And 
by giving Canberra a serious hearing, the 
Reagan administration contributes to the 
impression back home that Hawke's ac- 
tivism is promoting Australian inter- 
ests. 

Hawke also gave the impression of 
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s Washington that 
acific 


breaking new ground in regional diplo- 
macy while at the same time carefully 
moving himself into line with Washing- 
ton's initiatives. The Reagan administra- 
tion welcomed Hawke as a middleman 
capable of reducing the strains in its rela- 
tions with Peking, a role first broached 
when Chinese Premier Zhao Ziyang vis- 
ited Canberra in April. *I have expressed 
the view [to Reagan] that perhaps the 
most important element in the Chinese 
concern was not so much US-Taiwan rela- 
tions but the question of the transfer of 
technology," Hawke said at a press con- 
ference following his White House meet- 
ing. 

This is contrary to the emphasis on 
Taiwan in Peking's public commentaries, 


Hawke and Reagan: military reassurances. 


but it is what Chinese leader Deng Xiao- 
ping told US Secretary of State George 
Shultz in Peking in February, and the 
same message was subsequently conveyed 
to Washington through private diplomatic 
channels (REVIEW, Apr. 7). The timing of 
Hawke's visit suited the Reagan adminis- 
tration, however, because it now has an 
answer it would like to send back to Pe- 
king through as many channels as possi- 
ble. 


0: May 17, Reagan decided to ease sig- 
nificantly the rules governing the 
transfer of technology to China. No official 
announcement has been made, but the deci- 
sion was conveyed to the Chinese by Com- 
merce Secretary Malcolm Baldrige during 
his recent visit to Peking. “Now that more 
detailed discussions will go on within the 
United States administration, and be- 
tween the US and China, in a manner 
which will lead to more transfer of 
technology, I think a very significant step 


will have been taken in repairing some of 
the damage," in Sino-American relations, 
Hawke told the press. 

Hawke also received Reagan's blessing 
as a possible mediator in Cambodia but 
this again was more a matter of form than 
substance. The Australian leader agreed 
that aid to Hanoi — which is a plank of 
Labor Party policy — should be corsi- 
dered only as part of the ovérall Cambodia 
settlement. This brought Canberra back 
into line with the Washington-backed 
Asean position and thus seemed to set 
aside the possibility of a resumption of aid 
to Vietnam, which the Reagan adminis- 
tration feared would only weaken Asean's 
negotiating leverage. 

In words carefully crafted to strike a 
balance on” Cambodia, Hawke em- 
phasised the need for a “withdrawal of 
Vietnamese troops from Kampuchea and 
the creation of conditions in which there 
could be an expression of free will." This 
captures the essence of the Asean position 
but skilfully avoids mention of the more 
rigid agenda of the International Confer- 
ence on Kampuchea. Hawke stressed that 
Australia’s major objective was “bringing 
Vietnam back into the community of na- 





tions," and not, as noticed by some obser- 
vers, simply as a solütion to the Cambodia 
problem. 

Hawke stressed that Australia's good 
relations with China, Asean and the US 
uniquely qualifies it to play a role in Cam- 
bodia. Shultz, however, is said to have 
cautioned him privately that others have 
tried and failed, and there is some ques- 
tion over how far Asean is prepared to 
trust Foreign Minister Bill | Hayden. 
Nonetheless, Hawke said that Asean had 
asked Hayden to carry any messages it 
might have to Hanoi after the Asean 
foreign ministers’ meeting in Bangkok. 
Hayden is due to visit Vietnam at the 
end of June. And though a courier is not 
quite a mediator, Hawke's Washington 
visit has helped him to back off gracefully 
from awkward policy positions — an 
achievement the Reagan administration 
no doubt admires after two years of trying 
to climb down from its own election 
rhetoric over Taiwan. 
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for Multimarket Finance 


With combined assets of some 
US S 360 billion and 39,760 offices, 
UNICO BANKING GROUP is 
one of the world's largest and most 
broadly based financial groups. 
Besides offering comprehensive 
universal banking facilities, the 
Group provides a number of special- 
ized services ranging from leasing 
and forfaitin to Fast West Trade 


packages and investment counseling. 


UNICO BANKING GROUP is a 
one-stop source for guidance to the 
specialized capabilities of its banks 
and subsidiaries. 


UNICO BANKING GROUP 
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UNICO members: 
ANDELSBANKEN 
DANEBANK (Denmark) 
CRÉDIT AGRICOLE 

(France) 

DG BANK DEUTSCHE 
GENOSSENSCHAFTSBANK 
(Germany) 
GENOSSENSCHAFTLICHE 
ZENTRALBANK (Austria) 
OKOBANK OSUUSPANKKIEN 
KESKUSPANKKI OY (Finland) 
RABOBANK NEDERLAND 
(The Netherlands) 


These six banks have estab- 
lished the Luxembourg-based 
UNICO INVESTMENT FUND 
and in Vienna the UNICO 
TRADING COMPANY, special- 
ized in East-West Trade. 


For information contact 
a partner bank or The Standing 
Secretariat of the 


UNICO BANKING GROUR 
N.Z. Voorburgwal 162-170, 
NL-1012 SJ Amsterdam, 
Telephone (20) 2222 52, 
Telex 15 412. 


An important word from IBM. 


You may think IBM makes only big computers. The range 
of products pictured here should change your mind. 

But more important, it’s likely that one of them is a perfect 
fit for you and the work you have to do. 

IBM's small computers bring problem-solving power to the 
people who need it most. Small businesses 
can use them to prosper today and plan а. 
for tomorrow. Large companies сап db 
use them to help a key person 
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or department become more productive. Professional people 
can use them to make the most of their own special skills. 

IBM small computers are easy to use and their price tags 
make them easy to buy. Best of all, even our smallest computers 
eive you our biggest benefits: IBM experience and reliability. 

So, when you begin sizing up small computers, think 
of IBM. Obviously, ме уе thought a lot about you. 
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€ REVERTING again to Britain's gen- 
eral election, Prime Minister Margaret 
Thatcher's reasons for taking the coun- 
try to the polls early were attributed to 
many factors — mostly economic. My 
own theory is that she had become con- 
scious of a dangerous waning of national 
enthusiasm for the Falklands campaign 
— the enterprise which had amazingly 
united the country behind her in 4 mood 
of 19th-century Jingoism. The British 
were beginning to count the cost — not 
only in terms of the 256 men killed. the 
770 injuréd and the more than t1 billion 
(US$1.53 billion) spent on mounting the 
operation} but on the further millions it 
will continue to cost to garrison the is- 
land again$t any subsequent attack from 
Argentina. 

Neither does it appear that the Falk- 
land islanders themselves show any great 
appreciation for the sacrifices made to 
liberate them. A recent book reveals 
that the invading British troops were 
welcomed with something less than 
ecstacy. 

In Don't Cry for Me Sergeant Major, 
a couple of the journalists, who accom- 
panied the British forces, Robert McGo- 
wan and Jeremy Hands, concentrate on 
reporting the resigned humour with 
which British troops fought over the in- 
hospitable terrain. One observation 
notes: "The most dangerous thing 


known to man: an officer with a map." 


But natives were inhospitable, too. 
When the marines of 40 Commando got 
ashore, they knocked tentatively on the 
door of a local sheep-station labourer, It 
was opened by a portly Falklander fe- 
male who eyed the marines blearily and 
greeted them with the historic remark, 
“Oh, you're back then.” Some villagers 
offered the British troops tea; many did 
not. The manager of Teal Inlet settle- 
ment, David Barton, objected strongly 
to the men of the Parachute Regiment 
digging trenches across his treasured 
lawn. Des King, the landlord of the Up- 
land Goose Hotel, charged pressmen 
£20 a bed for the night, with three beds 
to a room. As the authors say: “The loc- 
als’ elation at being liberated had not 
only been scarcely noticeable; it was also 
short-lived. The first thing they did to 
show their appreciation to the gallant 
British troops was to ban all of them 
from the local drinking-holes." 

Objecting to the presence of some 
para officers in his bar, King shouted: 
*First the ****ing Argies, now you lot! 
When are you going to clear off and 
leave us in peace?" During the campaign 
the troops had become friendly with the 
only horse on the island, but *Dobbin" 
was unfortunately killed by a jeep after 
the surrender had been signed. "Poor 
old nag,” commented a marine. “He was 
the only one to give us a real welcome." 

Later the survivors of the 2nd Battal- 
ion of the Parachute Regiment held a 
service in remembrance of their com- 


rades who had fallen in the battle for 
Goose Green. Perhaps two dozen of the 
hamlet's population attended. Reading 
the book in Hongkong. one recalls that 
the Falkland islanders had. refused a 
solution to the dispute with Argentina in 
the form of a “lease-back” arrangement 
of the sort which the people of Hong- 
kong would eagerly embrace as a solu- 
tion to their uncertain future. Just as 
some of the jingoistic gilt is disappearing 
from Britain's Falklands-gingerbread, 
so Hongkong has good reason to regret 
the fact that its rulers decided unilater- 
ally to stump up £2 million to the Falk- 
lands Fund. 

€ AGAIN according to McGowan and 
Hands, the men of the Falkland Islands 
have two major pastimes — "if you over- 
look work, as they often do" — drinking 
and fornication. The latter activity is 
popular despite the fact that to enter a 
Falklands woman in a Miss World con- 
test "is about as worthwhile as sitting 
around waiting for a penguin to fly.” 
Falklanders are:not remarkable for their 
physical attractiveness. The British 
troops described the island females as 
"double-baggers." The explanation of 
this expression is that a single-bagger is 
so ugly that one has to insist that she 
wears a paper bag over her head before 
going anywhere near her. A double-bag- 
ger is so unspeakably ugly that the suitor 
has to wear a paper bag as well — just in 
case hers falls off. 

e BUT perhaps soldiers (including 
Hongkong's World War П PoWs) are 
doomed never to be appreciated. An ad- 
vertisement in the June 1 edition of 
Pelita Brunei inserted by Brunei's Ten- 
ders Board invites tenders for the supply 
of 1,280 cases of Bounce tinned dog 
meat and 240 bags of Spillers Shapes dog 
biscuits. The ad is headed: 


SUPPLY OF DOG FOOD TO THE 
GURKHA RESERVE UNIT 


So it appears that, whatever the result 
of the Brunei-London negotiations on 
the future role of the Gurkhas, their diet 
will not all be milk and honey. 

e BACK to Hongkong, where the Gov- 
ernment Gazette recently also invited 
bids: 

“It is hereby notified that sealed ten- 
ders in duplicate are invited for the con- 
struction of an indoor recreation centre 
in the Hongkong cemetery at Happy 
Valley." 

From this it would appear that the 
Hongkong Government has radically 
changed its policy direction and is now 
going to construct a welfare state which 
will cosset its citizens from the cradle to 
the grave — and beyond. From the 
womb to the tomb? Or from the erection 
to the resurrection? 

e PARENTHETICALLY, Hongkong 
lost a good friend with the retirement 
from parliament of Sir Anthony Royle. 


| Hic bas continually championed its cause 


and recently wrote to The Times as fol- 
lows: 

Sir, Mrs Julia Draper in her letter to , 
you dated April 23 warned shoppers who 
wish to buy British to be wary of the “al- 
most hidden and invisible" words “Made 
in Hongkong." But Hongkong is British. 

Yours sincerel: 

ANTHONY ROYL 

House of Commons 
e THE Hongkong Government con- 
tinues to reveal its own unspeakably 
grotesque set of political values. At a 
time when the future is in the balance - 
and Peking is promoting the idea of 


Hongkong being run by local Chinese | 


(presumably those acceptable to the - 
Chinese Communist Party), the recent | 
Queen's Birthday Honours List was | 
headed by five Hongkong public ser- 
vants: Financial Secretary John Brem- - 


ridge received a knighthood after less | _ 


than two years in office (it was eight-and- | f 
a-half years before his eminently suc- f~ 


cessful predecessor, Philip Haddon- | 4 


Cave, got his); departing Attorney-Gen- 
eral John Griffiths was awarded the _ 
CMG, while Police Commissioner — 
Roy Henry won a CBE (both men. 

were criticised by the judge appointed to ` 
inquire into the circumstances surround- 

ing the mysterious death of a policeman : 
a couple of years ago); Director of Edu- | 
cation Colvyn Haye also received a CBE 


(and his part in the closure of a schoola | — 


few years back won him great criticism). 
The fifth, also receiving a CBE, was the 
able and energetic Lydia Dunn, the new 
head of Hongkong's Trade Develop- | 
ment Council. So, the top five featured 
only one Chinese — at a time when it is 
most vital that Hongkong should accele- 
rate the pace of localisation and 
maximise the number of top jobs (and 
top honours) for locals. ` 
e HONGKONG often complains 
about the number of people who аге un- ` 


sure of where it is. Numerous letters аг» | 


rive daily addressed to “Hongkong, 
China” or Hongkong, Japan," while I re- 
cently mentioned a British newspaper 
which placed it in the Middle East. But ` 
few have boobed as badly as the editors 
of one of the premier French magazines, _ 
Le Point, which recently illustrated a 
feature on Hongkong's future with a 
photograph of Tokyo's Ginza: 


Le premier des douze coups de minuit 








A focus for identity, traditional rulers adjust to change 


Sultans as symbols 


"They are hornbills, we are sparrows; how 


can we possibly fly in the same flock?” 


— Malay proverb | 


By David Jenkins 


Kuala Lumpur: Malaysians sometimes 
comment that there are 20 monarchies left 
in the world and that half of them are in 
their country, a statement which, while it 
might not have its arithmetic exactly right 
on the matter of the world’s surviving 
monarchies, does point up an interesting 
truth. 

Malaysia’s nine sultans — who 
routinely choose one among their number 
to serve a five-year term as 
Yang di-Pertuan Agung, or 
king — are alive and well in 
the modern world, minister- 
ing to the various needs of 
their subjects, some playing 
polo and some occasionally 
involving themselves in poli- 
tics, at a time when the 
maharajahs, sultans, ет- 
perors, kings and god-kings 
of half-a-dozen neighbouring 
lands have been swept rudely 
from the historical stage. 

In part this is because the 
sultans of Malaysia were less 
inclined than most of their 
numerous Indonesian coun- 
terparts — not to mention the 
Indian princes to swim 
against the independence tide 
of the post-war world. In part 
it is because, largely, they 
have come to terms with the 
limitations imposed on them 
in the era of constitutional 
monarchy. 

But more importantly it is 
because the sultans provide a 
continuing focus for Malay 
identity in a country in which 
Malays account for only 48% 
of the population. They are 
symbols in an era in which 
symbols are still important, 
arbiters of Malay custom and religion іп a 
multi-ethnic and multiracial society. 

As such, they still tend to expect the un- 
questioning loyalty of their subjects. “The 
Malays, psychologically, cannot oppose 
the ruler,” notes a Malaysian historian. 
“Some still believe there would be divine 
punishment if that were to happen.” This, 
it need hardly be said, can lead to difficul- 
ties in the modern world, where the func- 
tions of the traditional, symbolic elite 
have been arrogated in large part by the 
newly emergent political elite in the 
United Malays National Organisation 








A ROYAL HERITAGE 


(Umno), the dominant partner of the rul- 
ing National Front. Ifa prime minister ora 
state chief minister clashes with a sultan, a 
compromise will have to be reached in 
which the ruler is not seen to back down, it 
being difficult for even a prime minister to 
overrule a ruler, 

The concept of unquestioning loyalty to 
the sultan, which stems from Hindu no- 
tions about the divinity of kings, is deeply 
embedded in Malay society and still exerts 
a powerful influence. “There is a strong 
link between the Malays and 
their monarchs,” notes one 
source. “In terms of the 


evolution of the Malay polity there has 
been no break between the two, as there 
was in Java.” This has had important con- 
sequences, not least because it-bestows an 
element of sacredness on government. Al- 
though displaced politically, the sultans 
are still seen as the protectors of Malay 
society, as well as symbols of that which is 
Malay. 

The sultans are likely to go on playing 
this role for many years to come, if only 
because any dismantling of the monarc- 
hial system would open up a, Pandora’s 
box of sensitive questions and make it 








necessary to evolve a new system aimed at 
ensuring continued Malay political domi- 
nance. 

Nevertheless, those who cherish. the 
monarchy. worry that the excesses, either 
personal, political or financial, of one or 
two rulers, or their families, only serve to 
erode respect and support for the institu- 
tion. Foremost among those who give ex- 
pression to.such concern is Tunku Abdul 
Rahman, 80, а man uniquely placed to up- 
braid the odd erring sultan, having served 
à as the country's first 
3 prime minister from 
1957-70 and being 
himself a prince of the 
< royal house of. Ke- 
dah, a sultanate 
which traces its. his- 
tory back more than 
1,000 years. 

The tunku takes 
the view that the sul- 
tanates have served 
the people in- the 
states well and helped 
maintain the religion, 

traditions and cus- 

toms of the Malays. 
But he is conscious that the 
community is now more critical 
than in earlier times and frequently 
takes it upon himself to remind the 
traditional, rulers that their , be- 
hayiour must be beyond reproach 
if the present system is to be main- 
tained. 

In 1963,,,when the sultans of 
Perak and,Selangor were at odds 
with their state governments, the 
tunku reminded them that they 
were symbols and that they must 
steer clear of politics. “As things 
stand now the rulers can be assured 
of. their. ; future. forever," he 
warned, leaving them to draw the 
necessary conclusions. 

When,.15 years later, the Sultan 
of Pahang, Tuanku Ahmad Shah, 
Malaysia’s, present king, stated 
publicly that he would oppose any attempt 
by his younger brother, Tunku Ariff Ben- 
dahara, to participate in politics as ап 
elected representative of the people, the 
tunku took the sultan to task in his weekly 
column in The, Star newspaper. Loyal 
people had accepted the institution. of 
kingship and the sultanates, he wrote, and 
the rulers had been given more rights than 
they had once enjoyed in. British colonial 
days, at least insofar as the former Feder- 
ated Malay States were concerned. It was 
for the rulers to reciprocate, to show their 
appreciation and. to play the role they 
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were expected to and had played so admir- 
ably since independence. 

“The sultan quoted the state constitu- 
tion,” the tunku said in a not very oblique 
lecture on constitutional niceties, “but I 
humbly and respectfully beg him not to 
lose sight of the intention of the constitu- 
tion which in fact underlies the principle of 
our democracy.” 

In Malaysia, where public comment on 
such matters is virtually taboo and where 
article 181 of the Constitution Amend- 
ment Act of 1971 prohibits any person 
from questioning the sovereignty of the 
rulers, the tunku’s was one of the few 
voices that was heard at one time on the 
subject of the Malay royalty. However, 
others have ventured gingerly into the 
arena of late, one of them being Chandra 
Muzaffar, a lecturer in political science at 
the Science University of Penang until his 
resignation this month, and the founder- 
president of Aliran, a multi-ethnic reform 
movement. 

In a 1979 study entitled Protector?, 
Muzaffar argued that the sultans, the sym- 
bolic protectors of the Malay community, 
had become far less important than the 
substantive protectors, the Umno leader- 
ship. He also made the point that though 
Malay society as a whole had never openly 
questioned the attitudes of the rulers or 
their public conduct, that did not mean 
there were not aspects of their public life 
which should not be examined more criti- 
cally in the interests of the nation and, in- 
deed, of the monarchial system itself. 

According to Muzaffar, “the alleged 
utilisation of public funds for private 
purposes, the apparent extravagance in ¥ 
lifestyles, involvement in businesses, 
interference in strictly political mat- 
ters, the inability to uphold high ethi- 
cal standards and most of all the absence 
of an image of excellence which can in- 
spire emulation — these are some as- 
pects of the institution which can and 
should be discussed in public.” 


f all these alleged shortcomings, inter- 
ference in purely political matters is 
one of the more sensitive — and recurrent 
— problems in Malaysian politics, the 
problem often coming to a head when a 
sultan makes it plain that he cannot or will 
not work with the chief minister, the high- 
est elected state official. 
The heads of the 13 Malaysian states — 
four of the 13 (Malacca, Penang, Sabah 
and Sarawak) have non-royal governors 
appointed by the king on the advice of the 
prime minister— are obliged to rule “con- 
stitutionally," acting in most cases on the 
advice of their executive councils. How- 
ever, each of them also has certain “dis- 
cretionary powers" which extend to the 
appointment of a chief minister and the 
withholding of consent (0 а request for the 
dissolution of the legislative assembly. 
(The nine rulers have other discretionary 
powers as well, stemming from their per- 
manent tenure and their role as the heads 
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of the Muslim religion in their states.) 
It has always been understood that 
while the sultan has the power to appoint 
the chief minister this is to be done within 
the principles of a constitutional mon- 
archy. As the tunku has had occasion to 
point out, the constitution does not allow 
the sultan to dismiss the chief minister, 
which “shows where the real power lies.” 
In these circumstances, the ‘sultan is ex- 
pected to accept the nomination of the rul- 
ing party, which in most cases is the nomi- 
nation of the prime minister. 
Nevertheless, the sultans often have 
considerable influence over such matters, 
the momentum of their traditional powers 
carrying over into what is ostensibly a fully 
representative and démocratic system. 
“Under the constitution the sultan has no 
real power,” notes one source. “In fact he 


































Tuanku Ahmad Shah: disputes 


has considerable power if he chooses to 
exercise it. It revolves around a very sim- 
ple question: how do you say ‘по’ to the 
ruler?" If a ruler refuses to sign bills until a 
chief minister is removed, for instance, 
government may come to a standstill. 

In the years since independence there 
have been a number of cases in which sul- 
tans and political leaders have clashed. In 
1978, the present king, in his capacity as 
Sultan of Pahang, became locked in a dis- 































pute with the then prime minister, Datuk 
(now Tun) Hussein Onn, over the ap- 
pointment of a new chief minister. The 
sultan, it is said, wanted Khalil Yaakob, 
currently one of two deputy education 
ministers in the government of Prime 
Minister Datuk Seri Mahathir Mohamad, 
to be chief minister. 

However, Datuk Abdul Rahim Bakar _ 
was appointed by the state government On — 
federal government insistence and in а | 
manner which left the sultan feeling slight- 
ed. And while Rahim Bakar was widely 
thought to be Hussein's choice for the job, _ 
the sultan tended to hold Datuk Hamzah | 
Abu Samah, federal attorney-general and _ 
chairman of the Umino state liaison com- _ 
mittee, responsible. “a 


ot long afterwards, the sultan made 
his displeasure felt. On November 15, _ 
1978, the state Council of Regency in _ 
Pahang recommended that the sultan strip — 
Hamzah of his datukship and all the _ 
amenities and privileges he enjoyed as a _ 
Pahang chief "because of his disloyalty to 
the sultan." Businessman Datuk Ibrahim. ^ 
Mohamed, chairman of Genting High- 
lands Bhd., а casino and resort group, was _ 
likewise stripped of his state titles at this 
time, apparently for different reasons. 
Hussein, who had reportedly warned the 
Conference of Rulers shortly beforehand 
that feudalistic behaviour would not be ac- 
cepted in the modern world, was in no 
mood to take this lying down. He invited 
the sultan to his home in Kuala Lumpur — 
and made it clear that he would not toler- — — 
ate such action against one of his minis- _ 
ters. ; 
The upshot was that Ibrahim was de- 
prived óf his datukship while Hamzah re- — 
tained his. The incident has since had an _ 
ironic twist. Ibrahim. who has become à 
major business figure, is now chairman Of 
Promet Bhd., the diversified Southeast - 
Asian oil and construction company and - 
the king has been obliged to give Ibrahim _ 
a still more illustrious title — that of tan sri. 
The conflict between the state palace _ 
and the chief minister continued, how- - 
ever, and the chief minister made life dif- 
ficult for those who had in the past been ` 
able to acquire timber concessions 
through high-level local patronage. After 
the sultan was elected king in April 1979, 
his son, who was (and still is) acting as re- _ 
gent in his absence, indicated that he was 
not prepared to sign money bills. s, 
By the middle of 1981, dozens of bills 
were unsigned, a number of important 
development projects threatened and the 
pressure on Rahim Bakar was growing 
steadily. The situation did not improve in 
September of that year when Rahim 
Bakar went on extended leave, allowing 
Datuk Abdul Rashid Abdul Rahman to. | 
act in his stead. During his absence, the —— 
pressures continued to build. When | 
Rahim Bakar returned in November he — 
resigned not only as chief minister but as 
deputy chief of the Umno state liaison _ 
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immediately, the bills — 
which had been held 
up were signed. 
Among them was a 
bill increasing the sal- 
ary and allowances of 
state assemblymen. 
Much the same 
thing occurred in 
Johor, where the new 
sultan, Tuanku Mah- 
mood Iskandar, was 
able to lever out his 
long-time adversary 
Othman Saat, . who 
had been chief minis- 
ter for 14 years, In fhis 
case, however, the 
federal government 
had its own reasons 
for seeing a change in 
chief minister. (In 
Johor, says a federal 
leader, Othman Saat 
had been in office too 
long and was “acting 
sultanish.") 


Ee situation arose in Perak, where 
Sultan Idris succeeded, after a long 
campaign, in easing out the chief minister, 
Tan Sri Ghazali Jawi, and in making appa- 
rent his displeasure with a successor, Wan 
Mohamed, who has since stood down for 
health reasons. According to some, the 
sultan had also clashed with Ghazali's pre- 
decessor, Kamaruddin Mat Isa, the third 
member of a group emanating from the 
Thai border and known locally as the 
*Pattani Mafia." 

To some, Hussein's successful interven- 
tion on Hamzah's behalf is proof that а 
Malaysian prime minister can work his 
will on an obstinate sultan as and when 
necessary. But if so, the political costs 
were high, both then and later. Rahim 
Bakar was eventually forced out, federal 
support for him notwithstanding. Besides, 
it is by no means certain that a prime 
minister could afford to push a case so 
hard if he were dealing with his own, and 
not someone else's, sultan. 

"Malaysian politics should not be 
looked at from the centre," says Khoo 
Kay Kim, head of the history department 
at the University of Malaya. *Most scho- 
lars have done that. You really have to go 
down to the local level to understand it. 
And often it revolves around personal- 
ities, not ideologies. And if he wants to 
exercise his power, a ruler can be a very 
important factor at the local level." 

Meanwhile, it is said, there has never 
been a case in which the purses of the king 
or the sultans and their families have been 
questioned by the legislature. In Britain, 
Sweden or Denmark, Malaysian critics 
contend, this is standard practice, involv- 
ing no reflection on the person of the 
monarch. 

In view of all this, there is a good deal of 
evidence to suggest that the traditional 
rulers continue to wield considerable poli- 
tical influence in their domains. What is 
more, no one seems to see a way around 








the problem. “The sultan is there to stay,” 
says a federal politician. “Politicians come 
and go. If the politician can’t work with 
the sultan, he has to be withdrawn. You 
have to live with that reality. You have to 
accept that situation.” 

At the federal level, it might be noted, 
there have been very few clashes between 
elected political leaders and traditional 
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cult in his home 
state. But the potential for a difference of 
opinion is always present. Thus when the 
federal government recently moved to 
ban Muslims from attending the Genting 
Highlands casino, which is just inside 
Pahang, the regent, presumably with the 
backing of his father, the king, testily 
made the point that religion was a state re- 
sponsibility. In the compromise that was 
hammered out, the state government, not 
the federal government, issued the ban. 

Invariably, the activities of an obstinate 
sultan make headlines in the local papers, 
sparking further discussion on the proper 
role of traditional rulers in a constitutional 
monarchy. But to some extent the public- 
ity provides a distorted picture of the situ- 
ation. As often as not the federal govern- 
ment or one of the state governments ad- 
vises a king or a sultan, tactfully and suc- 
cessfully, to eschew a course of action 
which might prove inappropriate. 

"I have had to say no," says one political 
figure of his time in government. *Not for 
kicks because I am a commoner, but as ad- 
vice. And I can quote examples of nos on 
my part which have not been publicised. 
But their nos are publicised." It is only na- 
tural, this source maintains, that a ruler 
will seek to explore the outer limits of 
what is possible. “Because you sit on the 
pedestal, you want to test yourself." 

If the determination of some sultans to 
play a role in the political sphere raises the 


Changing fortunes of 
the Malay princes 


Kuala Lumpur: Historians believe that as 
many as 30 small states flourished along 
the east coast of the Malay peninsula dur- 
ing the 1,000 years in which the area was 
under the influence of the great Indianised 
empires of Southeast Asia. But it was not 
until a fugitive Sumatran prince estab- 
lished himself as ruler at Malacca — at 
that time a small fishing village — in about 
1400 AD, that a Malay state made its in- 
fluence widely felt in the region. 

The so-called Malacca period is consi- 
dered the golden age of Malay history. In 
the years to 1511, when the Portuguese 
captured the city after a bitter struggle, 
the Malacca sultanate earned a reputation 
as the pre-eminent trading port in South- 
east Asia and later became a centre for the 
diffusion of Islam throughout the Malay 
archipelago. 

After the fall of the Malacca sultanate, a 
number of small independent sultans es- 
tablished themselves elsewhere on the 
peninsula. But their states were small and 
almost always at war with one another, 
making them easy prey for the British 
who, as early as the 1680s, had recognised 
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the need for a presence in the area to ward 
off French designs on their factories on 
India's Coramandel Coast. When, in 
1786, Capt. Francis Light of the British 
East India Co. leased the island of Penang 
from the Sultan of Kedah, it marked the 
start of a long period of British domina- 
tion of the peninsula. 

In the years after 1874 the British per- 
suaded four states — Perak, Selangor, 
Pahang and Negri Sembilan — to accept a 
British "resident" whose advice had to be 
sought and acted upon on all matters other 
than those touching on Malay religion and 
custom. In 1909, the four northern states 
of Kedah, Perlis, Kelantan and 
Trengganu were transferred to British 
rule and became known, along with the 
large southern state of Johor, as the Un- 
federated States. 

By 1922, according to Jagjit Singh 
Sidhu, an authority on the administration 
of the Federated Malay States, the sultans 
had become figureheads in every sense of 
the word, in large part because of their al- 
most complete financial dependence on 
the British. "So far as general administra- 
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occasional eyebrow, then so does the per- 
sonal behaviour of some traditional lead- 
ers. In many cases this may be mildly ec- 
centric but on the whole harmless. For 
example, the late Sultan Ismail of 
Trengganu, who was king between 1965- 
70, developed a strong aversion to the 
Royal Malaysian Air Force when an air 
force aircraft could not fly him to his home 
state on account of bad weather. After 
that he refused to use air force aircraft and 
never again donned his air marshal's uni- 
form. 

To help clean up the royal capital of 
Klang in 1971, the Sultan of Selangor or- 
ganised a crow-shooting competition in 
which 2,265 crows were killed. The fol- 
lowing year the Sultan of Perak, who likes 
nothing better than to play the saxophone 
in the bandstand of the Ipoh Club, drove 
the mail train north from Ipoh dressed in 
military uniform. Another sultan, an ac- 
complished pilot, once flew his helicopter 


: warning. 


tion of the states wes concerned, the sul- 
tans soon discovered that scant respect 
was accorded to their opinions," Sidhu 
writes. "The British administration had al- 
ways functioned on the assumption that in 
appointing residents, the decision was one 
for the British and the British alone." 


he 1920s, however, marked the begin- 

ning of a period of revival. In the 19th 
century, few Malay rulers had any English 
education or understood very much about 
British laws and regulations. But by the 
years between the world wars, a new gen- 
eration of Malay leaders, largely British- 
educated, were coming to.the fore and be- 
ginning to ask questions about the way 
Malaya was governed. 

As the rulers began to demand that 
their sovereignty be respected, the British 
Colonial Office grew increasingly con- 
cerned, more so in that the influence of 
the Indonesian nationalist movement was 
making itself increasingly apparent on the 
peninsula. Special Branch reports of the 
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low over his brother's house and bom- 
barded it with home-made flour bombs, 
having waited for a light drizzle to ensure 
that the flour spread over as wide an area 
as possible. 


n other cases a sultan or, more usually, à 

member of his family or entourage, has 
acted in a manner which has attracted 
criticism, mostly voiced in private. Some- 
times this has to do with nothing more 
than old-style conspicuous consumption. 
One sultan is said to be anxious to build a 
new reception hall in his palace at a cost of 
M$12 million (US$5.15 million). Another 
sniffs that the king's palace in'Kuala Lum- 
pur would fit comfortably in his ballroom. 
Yet another boasts that he has a crystal 
putter which he bought ог 17552 ,500 in 
Las Vegas. Most rulers maintain number 
of palaces in their home states, all Of which 
are kept up at public expense, and a 
number have houses and apartments 
abroad. 

And though some insist that the Malays 
take a vicarious delight in the high living of 
their royal rulers and that they would be 
mortified if a sultan drove in a Ford rather 
than a Rolls Royce, others, including 
senior figures in Umno, point out that 
times are changing and that there is grass- 
roots grumbling over such behaviour. 

Traditional rulers are also criticised pri- 
vately for alleged transgressions of ac- 
cepted moral norms. a criticism which is 
given force by the fact that the sultan, as 
head of the Muslim religion in his state, is 


1920s stressed repeatedly that the Malays 
were becoming disaffected. 

The British, who had always under- 
stood that the best way to keep Malaya 
stable was to retain most of its traditional 
administrative structure, now began to 
pay heed to some of the demands being 
made by the rulers. When in the 1930s the 
rulers asked that immigration be ended, it 
was stopped. Flexing their muscles, the 
rulers began to complain about British ге- 
sidents whom they considered overbear- 
ing, and virtually demanded that the rul- 
ers be consulted before a resident was ap- 
pointed. 

But by the end of World War II, the sul- 
tans had fallen to probably the weakest 
position they had ever been in, suspected 
by the British of not exerting themselves 
sufficiently to oppose the Japanese and 
under blatant pressure to agree to a 
British plan for a Malayan Union which 
would have brought all of Peninsular 
Malaysia (but excluding Singapore) under 
a uniform system of government. This sig- 
nalled a move towards direct rule by the 
British (and a corresponding loss of 
sovereignty by the Malay rulers) and a 
major relaxation of citizenship require- 
ments for immigrant Chinese and Indians. 
And though the sultans rallied to oppose 
the Malayan Union proposal, the growing 
strength of the leftist movement made 
them decidedly nervous about their long- 
term position in the country. 

The British, likewise concerned that 


Sultan Ismail: rift over flight. 





expected to remain beyond reproach. 
Conspicuous absence from the state dur- 
ing the Muslim fasting month tends to 
raise eyebrows, as do minor scandals such 
as reports of royal progeny being ejected 
from discotheques’ for unseemly be- 
haviour. 

Worse yet, members of Malay royalty 
sometimes find themselves in trouble with 
the law, a development which those who 
cherish the monarchy point out probably 


Malays were growing restless and looking 
across the Straits of Malacca to In- 
donesia's strengthening nationalist move- 
ment, deferred once more to the sultans. 
The newly organised United Malays Na- 
tiomal Organisation (Umno), which had 
been set up to oppose the Malayan Union 
proposals, soon found that it was getting 
substantial backing from the British; in- 
deed, the British negotiated only with the 
Malay rulers and with Umno, ignoring the 
Malay Left. 

As the country moved towards full inde- 
pendence in 1957, the traditonal rulers be- 
came concerned that they might lose their 
power if the country were run by their own 
subjects. "The sultans did not mind if from 
time to time they were dictated to by the 
British," says one source, "but they did 
not fancy the idea of being dictated to by 
their own people." 

However, when  Tunku Abdul 
Rahman, a brother of the Sultan of 
Kedah, emerged in 1951 as the new presi- 
dent of Umno and as the obvious future 
prime minister, he gave the rulers a new 
sense of confidence. The tunku was in a 
sense on a par with them and they had no 
real difficulty in dealing with him. 

Their confidence was well-placed. 
Under the tunku the position of the sul- 
tans was guaranteed and a new system of 
constitutional monarchy introduced 
under which each of the nine traditional 
tulers would take it in turns to serve as 
king. — DAVID JENKINS 
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most helps to undermine popular support 
for the monarchy. Invariably, such cases 
tend to feature prominently in the local 
press. 

In 1977, Tunku Mahmood of Johor was 
sentenced in the High Court to six months’ 
jail on a charge of culpable homicide for 
shooting a Chinese man he took to be a 
smuggler. Mahmood was subsequently 
pardoned by his father, the late Sultan Is- 
mail. 

In 1979, a 53-year-old member of the 
Kelantan royal family, Tunku Petri Sultan 
Ibrahim, was bound over for three years 
by the Sessions Court in Kuala Lumpur 
for attempting to: cheat a Chinese 
businessman from Malacca by promising 
to get him a tan sri title in exchange for 
M$54,000. Tunku Petri, who was said to 
have described herself as a younger sister 
of the king, pleaded guilty to using a letter 
purporting to have been signed by the 
king. 

The same year, Tunku Abdul Aziz, the 
33-year-old younger brother of the Sultan 
of Pahang, was bound over in the sum of 
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М$5 ,000 on a charge of using a forged let- 
ter which said that his application to log a 
3,000-acre timber concession had been 
approved. This year, two members of the 
Pahang royal family appeared in court on 
charges of fraud. One of the accused, 
Tunku Abdul Muiz, 27, is alleged to have 
attempted to cheat Seah Boon Huat, exe- 
cutive director of the Gold Mine Disco in 
Johor Baru, by impersonating the Tunku 
Mahkota of Pahang. A hearing has been 
set for July 25. 


ther members of royal families have act- 
edinamanner which, while not illegal, 
has caused considerable distress to some 
of their subjects. In one. such. case re- 
cently, a Sultan banned fishermen from 
tying’ up near his favourite windsurfing 
beach after recreational installations there 
had been vandalised, apparently by out- 
siders. The ruling has caused great incon- 
venience to the fishermen who must now 
sail to another anchorage as far as 40 miles 
away. 
But such incidents are exceptions. In 


Princes and palaces, and 
a possible battle royal 


Kuala Lumpur: When Malaysia's tradi- 
tional rulers meet to elect one of their 
number as the country's next king early 
next year, the contest is likely to be very 
much a two-horse race. All but two of the 
nine royal states of Peninsular Malaysia 
have had a sultan chosen as king under the 
country's system of rotating kingship, 
leaving Perak and Johor as the only ones 
still in line. 

Both states are politically and economi- 
cally important. And both sultans are said 
to be keen to take over from the Sultan of 
Pahang when his five-year term ends in 
April. Whoever wins — the possibility of 
some other sultan emerging is considered 
possible but highly unlikely — Malaysians 
will probably find themselves with a force- 
ful, colourful and independent-minded 
monarch for the following five years. 

On paper, 59-year-old Sultan Idris of 
Perak must be considered to have the 
best chance. The only traditional ruler 
who can claim direct descent from the il- 
lustrious Malacca line, the rulers of which, 
in turn, claimed descent from Alexander 
the Great, he has been on the throne for 
20 years. And he has not already served as 
king, it is said, simply because he has in 
the past declined the honour. 

There were reasons for this. In Perak, 
as in Negri Sembilan, the sultan does not 
have the final say over who will serve as re- 
gent in his absence and the sultan, it is 
said, simply did not want anybody running 
his state while he was away in Kuala Lum- 
pur doing what the present king calls his 
"national service." Besides, Sultan Idris 
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was not at all sure in the past that he would 
still be able to lead the sort of life he liked 
to lead if he were king. 

These reservations seem now to have 
disappeared. The sultan apparently has 
fewer doubts about leaving the state in the 
hands of someone else and has been im- 
pressed by the way the present king has 
managed to strike a very good balance be- 
tween his public responsibilities and his 
private life, seeing this as an instructive 
precedent. He is also said to feel that his 
elevation to the monarchy would nicely 
cap a number of important anniversaries: 
this year he will celebrate 25 years of mar- 
riage, 20 years on the throne, the 50th an- 
niversary of the present istana (palace) 
and his 60th birthday. 








general, the rulers have behaved with dis- 
cretion and tact, with many of them going 
to great lengths to fulfil their alloted roles. 
The present king, for example, takes his 
responsibilities very seriously and wins 
high marks for his dedication, attending 
school prize days and sports. contests, 
opening new projects, even spending the 
odd couple of days out in the jungle with 
the army. In a similar vein, the Sultan of 
Kelantan is an indefatigable traveller in 
his home state, reckoning to visit every 
important town or large village once a 
year. The Ruler of Negri Sembilan, a 
former diplomat who is currently the de- 
puty king, is another who wins high praise 
for his performance. 

Nevertheless, some observers feel it al- 
most inevitable that the influence of the 
monarchy will tend to weaken somewhat 
in the modern world. *An older genera- 
tion of Malays accepts the role of the sul- 
tans without question," says one source. 
"The middle generation, those whose in- 
fluence is seen in bodies like Umno, ac- 
cepts the traditional rulers but is less un- 


During his two decades in office, Sultan 
Idris has shown himself to be a stickler for 
what he sees as the rights and prerogatives 
of a traditional ruler, as a man not 
afraid to lock horns with the state or fed- 
eral government. In the late 1960s, while 
cruising in a police patrolcraft, he directed 
the rounding up of illegal mining 
operators, a job that was more properly 
the function of the Mines Department. In 
1976 he clashed with the state government 
on the conduct of security operations. 

In the late 1970s a serious confrontation 
developed between the sultan and his 
chief minister, Tan Sri Ghazali Jawi. The 
sultan made no secret of his dislike for 
Ghazali and refused to attend any func- 
tion at which the chief minister was pre- 
sent. He finally vowed that he would grow 
a beard and not shave it off until Ghazali 
left office. The royal beard was shaved in 
full view of photographers when Ghazali 
was removed. 

Last year the sultan declared that Hari 
Raya Puasa, the end of the Muslim fasting 
month, would be celebrated in his state 
one day ahead of every other state. Al- 
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critical. The younger generation has far 
less time for all this.” 

To some extent, it is argued, this is due 
to the very success of Umno in carving out 
a role for itself as the substantive protector 
of the Malay community — a role for- 
merly reserved in the states for their re- 
spective sultans. Over the past decade or 
so, Malay dominance of the political sys- 
tem has become securely established, with 
the result that the Malays, feeling less 
threatened, see less need for the protec- 
tion of their traditional rulers; 

“А lot depends on the sense of security 
of the Malays,” says a local newspaper 
editor. “The more secure they feel, the 
less they need the symbols.” However, 
members of the new and self-confident 
Malay middle class show a certain ambiva- 
lence on the place of the rulers. On the 
one hand the notion that authority and the 
right to rule stem from monarchy as such 
runs very deep. On the other the question- 
ing has gained momentum. “The growth of 
modern society has tended to accentuate 
this," says an academic, “as has the be- 


Sultan of Johor; Istana Besar: controversial. 


though this was his prerogative as head of 





haviour of certain members of the tradi- 
tional elites.” 

However, geographical differences may 
serve to underpin the traditional institu- 
tions. The Malays of the east coast of 
Peninsular Malaysia, still largely rural and 
little touched by the modern world, are as 
securely attached as ever to their rulers, it 
is argued, while their fellow Malays on the 
west coast, outnumbered in many places 
by Chinese and Indians, still see the value 
of a symbolic focus for Malay tradition, re- 
ligion and identity. 


hat is more, some contend, tradi- 

tional deference is being buttressed by 
contemporary political realities. “The sul- 
tans are actually getting stronger,” one 
source contends, “partly because of the 
peculiar political system we have.” Often 
when there is competition for power, 
those involved seek to attract the support 
of the ruler. “This concept of kerajaan — 
what we call government today — is not 
just government in the Western sense. 
The root word is ‘raja’, and the raja repre- 





court life, Sultan Mahmood sometimes 


all Islamic affairs in his state, the decision | proved to be a controversial figure. 


raised eyebrows — and caused some dis- 
ruption — particularly in neighbouring 
states. 


he other man who could become king is 
Sultan Mahmood Iskandar of Johor, 51, 
ruler of a state which is the heartland and 


original homeland of the ruling United | 


Malays National Organisation and a man 
who has seldom been out of the limelight. 
The eldest son of the late Sultan Ismail of 
Johor, who died in 1981 aged 86, Sultan 
Mahmood was first appointed Tunku 
Mahkota (Crown Prince) of Johor in 1959 
at the time when his father ascended the 
throne. 

However, he was relieved of the title 
and replaced by his younger brother two 
years later and might have faded into vir- 
tual oblivion had it not been for his 
reinstatement in April 1981 as heir-appa- 
rent, to the “shock and disappointment” 
of his brother, who had acted in that capa- 
city for nearly 20 years. During his two de- 
cades outside the mainstream of Johor 
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After succeeding his father, he made lit- 
tle attempt to conceal his disregard for 
Chief Minister Othman Saat and once 
showed journalists a small black book 
which, he said, contained the names of 
about 50 people, Othman Saat prominent 
among them, who had allegedly wronged 
him in the past and who were to be de- 
prived of their various state titles. Al- 
though he still enjoys a reputation in cer- 
tain circles as a colourful and sometimes 
unpredictable figure, Sultan Mahmood is 
said by some in Malaysia to have mel- 
lowed of late, in much the same way as Ed- 
ward VII on his ascension to the British 
throne. 

Sultan Mahmood, who maintains a 200- 
man private army, the Johor Military 
Force, and who is frequently seen in mili- 
tary uniform, is said to cherish the dream 
of serving as king and commander-in-chief 
of the armed forces. Many observers be- 
lieve he will be successful, if only because 
a number of his brother rulers will cast 
their vote in favour of someone who can 





sents legitimacy and anyone with the 
backing of the raja is considered more 
legitimate.” 

If Malay attitudes towards the mon- 
archy are changing so are the attitudes of 
the non-Malay community. During the 
colonial period there was little reason for 
immigrant Chinese or Indians to identify 
with. the traditional rulers, quite apart 
from the fact that such identification 
would hardly have been welcomed. As in 
neighbouring. Indonesia, the Chinese 
tended not to identify with the indigenous 
autocracy, but see their interests in terms 
of what was offered under the colonial au- 
thority. If a successful Chinese sought re- 
wards and recognition, as often as not he 
would turn to his homeland, perhaps pay- 
ing for the sort of honour that might be ac- 
corded there, both in Manchu times and 
later under the Kuomintang. 

Much of that had changed, of course, by 
the time of independence. But over the 
past decade, in particular, the movement 
among the Chinese for recognition as 
Malaysians has strengthened. People who 





be expected to stand up for their interests. 
“He has a track record of standing up to 
the federal government and resisting at- 
tempts to control him,” says one source. 
“He is not the sort of person anyone takes 
on lightly.” 

Much the same sort of thing can be said 
about the Sultan of Perak, however. And 
that is just the point that worries some 
Malaysians. If a sultan has shown himself 
to be independent-minded in his home 
state, it is asked, might he not act in simi- 
lar manner as king? 

If for some reason neither sultan were 
to become king, the man most likely to be 
chosen for the position is the present Tim- 
balan Yang di-Pertuan Agung , or Deputy 
King, the Yang di-Pertuan Besar (con- 
stitutional sultan) of Negri Sembilan. He 
is popular and regarded as a man who 
would bring considerable dignity to the 
throne. Another, more remote, possibil- 
ity is that the present king could be invited 
to stand for a second term. 

According to one source, the sultans, 
meeting as the Conference of Rulers, decide 
the succession on the basis of the law of 
“Buggin’s Term" — weighing up the 
length of time a person has been on the 
state throne, his age, whether his state has 
held the office in the past and so on. “Per- 
sonalities don't generally matter too 
much,” this source maintains. Others, 
noting the long-standing feuds between 
certain royal houses, allow more weight to 
the personality factor. 

Although there has been a popular as- 
sumption till now that each sultan will al- 
most automatically have a turn as king, 
this is not necessarily the case, there being 
other factors which may need to be taken 
into account. These include the opinion of 
Malays, as represented through their poli- 
tical institutions, about who might best 
sustain and promote the interests of the 
monarchy in the interests of the nation as a 
whole. — DAVID JENKINS 
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once saw themslves as outsiders ai 
were not too greatly disturbed by that, 
who tended to feel that having to speak 
Malay and send their children to Malay 
schools was a strike at their Chineseness, 
now seem more content to adapt them- 
selves to local conditions and to be ге- 
garded as Malaysians. Often, this is re- 
flected in a seeking out of awards confer- 
red by a state or federal ruler. 

“The Chinese really dance attendance 
on the sultans," says a diplomat in Kuala 
Lumpur. “A royal title is a visible symbol 
that they have arrived, and there is an un- 
spoken feeling among them that it can’t do 
them any harm if it is known that they 
know a sultan.” 


f the traditional institutions are to remain 
— and none but the radical fringe is 
then, 
some Malaysians suggest, several mea- 
sures could be taken to bring the monar- 
chy more into line with the modern world. 
First, it has been proposed, the monarchy 
Should continue to develop multi-ethnic 
symbols. The present king, it is noted, has 
done exceptionally well in this regard. He 
appears equally at home greeting Chinese, 
Indian or Malay sportsmen, makes a point 
of attending the cultural functions of both 
the Malay and the non-Malay communi- 
ties and continually stresses themes which 
foster multi-ethnic ties. Secondly, it is 
suggested, the rulers should seek to mod- 
ernise, keeping up to date with the times, 
making sure their children receive a broad 
education to fit them for their role in the 





OPPOSITION 


should follow the example of those rulers 
who exercise restraint and moderation in 
both their public and personal affairs, 
being aware that critics may seek to make 
political mileage out of any acts of omis- 
sion or commission on their part. 

Some problems, it is true, are less sus- 
ceptible to resolution. One is that a ruler 
serving a prescribed five-year term as king 
barely has time to attract widespread per- 
sonal support before yielding office to one 
of his brother rulers; by and large, loyalty 
is to the symbol, not to the person. 
Another is that їп а country in which there 
is almost a profusion of royal relatives — 
not to mention all manner of advisers and 
attendants — the scope for occasional 
wrongdoing is considerably increased and 
not easy totontrol. A third problem is that 
superimposed. On the primary. loyalty 
which а Malay owes to his sultan is a 
“new” loyalty to the rather metaphysical 
concept of the modern nation state. While 
there is not necessarily any conflict in such 
a situation, some point to the "curiosity" 
that the primary loyalty may in some cases 
be the stronger. 

In a sense, the changes suggested are 
merely a restatement of the sort of obser- 
vations that leaders such as Tunku Abdul 
Rahman have been making in public for 
many years and that some Umno politi- 
cians are now making in private. Mean- 
while, life goes on much as before. *Who- 
ever may be raja," says a proverb quoted 
by Muzaffar, "my hand goes up to my 
forehead all the same." a 


Warning to anti-monarchists 


Kuala Lumpur: Early in June, Prime 
Minister Datuk Seri Mahathir Mohamad 
warned that action might soon be taken 
against a group which had been going 
around saying that Malaysia was un- 
Islamic because it had a monarchial sys- 
tem. Members of this group, he said, had 
shown pictures of “a certain country” 
which had overthrown its king and had 
told the common people that the country 
in question had been suppressed under a 
monarchy. 

“We are watching out for these 
people," Mahathir warned. “When they 
go over the limit, firm action will be 
taken against them and they will feel the 
full effects of their acts." These acts, he 
said, served to weaken Malaysia. “These 


ple go around to kampungs whisper- 
эң like Satan, i the rakyat 


[common people] to refuse government 
efforts to uplift them.” They want the 
people to remain in poyerty so they can 
easily influence them, he said. 

On the face of it, this seemed a per- 


fectly straightforward w to anti- 
monarchists. But in Malaysian politics, 
things are seldom as straightforward as 
they seem. Mahathir's speech could have 
been read — and, indeed, was read in 
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Mahathir: firm action. 


some quarters — as a veiled warning to 
the country's rulers to make sure that the 
behaviour of those associated with the 
various palaces remained acceptable. 
Iranian-style instigators were at large 
making their criticisms, some observers 
felt the prime minister was saying, and if 
they were to have their way there would 
no longer be any royal houses in 
Malaysia. — DAVID JENKINS 
Y 
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. Finally, it is argued, sultans | BUSINESS = = 


The tunkus 
as Captains 
of industry 


Kuala Lumpur: Five years ago, Tunku 
Ariff Bendahara, a younger brother of 
Malaysia's present king, bowed to family 
pressures and decided not to pursue a 
career in politics. Since then, his career 
has blossomed in another direction — 
business. Tunku Bendahara, the most en- 
trepreneurial of the Pahang princes and 
known widely by the initials TAB, is head 
of TAB Holdings, a company with in- 
terests ranging from advertising to bank- 
ing. 

The king, Tuanku Ahmad Shan, or 
TAS, was, prior to his election as 
monarch, associated with TAS Holdings 
and TAS Industries, while his mother and 
four other close relatives had а 57.4% 
stake in the palm oil refiner, Jomalina. 
This formed the major part of the 7095 
stake recently purchased by Harrisons 
Malaysian Plantations Bhd for M$25.9 
million (US$11.11 million). 

These business interests of a prominent 
royal family are far from unusual. The 
royal family of Negri Sembilan, the small 
state southeast of Kuala Lumpur, is at 
least equally prominent in the world of 
business, its main commercial vehicle 
being Antah Holdings. Antah has a large 
number of joint ventures, particularly 
with foreign interests, in trading, distribu- 
tion, banking, construction and manufac- 
turing. 

The managing director and chief execu- 
tive of Antah, Tunku Imran Ibni Tuanku 
Ja'afar, is a son of the Ruler of Negri Sem- 
bilan (and current Deputy King), as is 
Antah's chairman, Tunku Naquiyuddin 
Ibni Tuanku Ja'afar. A brother of the De- 
puty King, Tunku Abdullah Ibni Tuanku 
Abdul Rahman, is a director of several 
companies, including Malayan Cement, 
San Holdings, Pacific Development 
Corp., Malaysia Borneo Finance Corp. 
and Malaysia Vetsin Manufacturing. 

The royal family of Johor, one of the 
wealthiest in the Malay states, has in- 
terests in timber, sawmills, property, con- 
struction and an airline charter service. In 
Singapore it owns, among other things, 
many acres of largely untouched land in a 
prime residential area adjoining the 
botanic gardens.^The land is conserva- 
tively valued at S$100 million (US$47.17 
million). Many other royal houses also 
have business imterests, particularly in 
timber and property. 

"The Malay rs have always been in 
trade," notes oné source, *but a number 
are now more prominent than they were 
before." Marxist scholars, this source 
adds, have a very difficult time trying to 


explain this. "According to "them, 
capitalism should finish off feudalism." 
— DAVID JENKINS 
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BANCA NAZIONALE DEL LAVORO. 


SEVENTY YEARS AT THE COUNTRY’S SERVICE B OTE 
IN ITALY AND THROUGHOUT THE WORLD 


IN ITALY: 
378 branches 
9 special credit sections 
4 bank participations 


35 affiliated companies 
in the bank-associated 
services sector 


IN THE WORLD: 
3 subsidiary banks 
30 branches 
and representative offices 
38 participations 
` BANK HIGHLIGHTS: 
DEPOSITS: 
56.000 billion lire 
CASH CREDIT-LINES: 
40.000 billion lire 
TOTAL АЅЅЕТЅ: 
65.000 billion lire 
EMPLOYEES: 24.000 










_ timing of Ramadan fast 


` By K. Das 
—— Kuala Lumpur: In mid-June, two sultans 
К: of states in the Malaysian federation, who 
| are seeking election as the country’s next 
le king — or Yang di-Pertuan Agung — em- 
| — barked on a collision course with the gov- 
| ernment over which each hopes to preside 
- next April as formal head of state when 
| the present Agung steps down. The Sultan 
- of Johor, Tuanku, Mahmood Iskandar, 
- showed his dipleasure on June 14 when he 
: к his state out of the National Islamic 
. Religious Affairs Council. The next day, 
_ the Sultan of Perak, Tuanku Idris, an- 
- mounced that he was considering similar 
action. 
— Тһе religious council was established in 
| 1968 by the Conference of Rulers. It is а 
commoner rather than a royal body, and 
one of its functions is to advise the confer- 
| ence on Islamic law and practices with the 
| view to standardising and encouraging 
- uniformity. Despite the fact that the two 
| sultans are important members of the rul- 
. ег$' conference, they took objection to ac- 
tion by the conference's official spokes- 
| тап, Datuk Ahmad Zainal Abidin, who 
| announced on June 11 that Malaysian 
| Muslims should begin fasting on June 13 
| to observe the rules of abstinence in the 
— Muslim holy month of Ramadan. The two 
Sultans had announced earlier that their 
| subjects in Perak and Johor would begin 
- fasting on June 12. : 
_ The conflicting dates caused confusion 
_ in the two states as people argued about 
_ which authority they should rely on. This 
d рады angered the rulers who, like the 
other seven hereditary rulers in Peninsu- 
lar Malaysia, are the formal and actual 
| heads of Islam in their states. But one au- 
| thority on Perak affairs told the REVIEW 
- that during Malaysia's quarter century of 
"independence, people had become used 
| to federal-level rulings on when to begin 
| the fast. “In the past,” the authority said, 
| “there had been no problem, though last 
| year, too, Perak had decided to fix its own 
| date to end the fast. The sultan did not 
consult the Conference of Rulers on the 
matter, though he did take up the matter 
_ at the rulers’ conference last October.” 
According to Sultan dris, Perak's 
working paper on determining fasting- 
- month dates had been presented to the 
_ conference. The method was to use both 
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the rukyah, the actual sighting of the. 


moon, and the falak, astronomical calcu- 
lations, he said. He also claimed that the 
conference had accepted the idea “in toto 

. . . and with thanks.” 
The Sultan of Johor, who is well-known 
` for reacting quickly and angrily when chal- 
lenged, objected to the Kuala Lumpur de- 
cision on similar grounds, Unlike the 
- Perak ruler, Sultan Mahmood's with- 
drawal of his state from the religious af- 


з 


fairs council was without much delay ог 
deliberation. He told newsmen in Johor 
Baru: “I had informed the keeper of the 
rulers’ seal [Ahmad Zainal] through my 
secretary that Johor will observe June 12 
as the beginning of the fasting month.” 
Ahmad Zainal confirmed that he had 
been informed of the decision in a letter 
dated May 25. However, he defended his 
action by referring to a 1972 Conference 
of Rulers meeting when he said it was ag- 
reed that the rulers, as heads of Islam in 
their states, had authorised the Yang di- 
Pertuan Agung to represent them in “any 
acts, observances or ceremonies.” He said 
it was not possible for him to vary the stan- 
dard announcement of when the fast was 





to begin by adding “with the exception of 
Perak and Johor” because he had to 
adhere to a fixed formula. He added, at 


‘the risk of displeasing all the sultans, that 


because of the 1972 agreement, it had be- 
come “a moral obligation for the rulers to 
refrain from making separate announce- 
ments." 


Curs the fact that the chairman 
of the religious affairs council is the 
prime minister, the whole episode smack- 
ed of the kind of confrontation between 
the country's royal houses and the elected 
government which has been. carefully 
avoided since independence іп 1957. Аі- 
though there have been such conflicts in 
the past, they usually have been confined 
to personality clashes. This time, how- 
ever, the conflict could result in important 
changes to the structure of relations be- 
tween the states’ hereditary rulers and 
their elected officials, 






i 1, himself a prince of the K 
royal house and the man who set up the re- 
ligious affairs council just six months be- 
fore the first World Islamic Conference 
was held in Kuala Lumpur in April 1969, 
maintains that the purpose of the body is 
to bring the royal houses closer to the 
people in matters pertaining to Islam. He 
said that when the council was set up, the 
rulers of Pahang and Kedah had refused to 
join. Now, with Johor out of the council 
and with Perak threatening to quit, there 
may be “no point in carrying on with the 
council.” 

The danger, according to the tunku, 
was that “the people's representatives and 
the rulers would have no forum to discuss 
matters connected with Islam, and the rift 
between them may endanger the good 
understanding between them." He did not 
have to add that the process of standardis- 
ing religious observances and laws among 
the states, developed slowly and painfully 
over 25 years, would be interrupted. 

The absence of four states from the 
council would mean that more than 3 mil- 
lion Malays, or more than 4895 of the 
Malays on the peninsula, would not be 
represented in the council. And for Mus- 
lims, the blow would be severe because 
the ummah, or community, is an essential 
feature for worship and the profession of 
the faith. And if the rift were to develop 
further, with different religious obser- 
vances in the states accentuating differ- 
ences between the Malays of various 
States, the precious Malay unity upon 
which the key ruling party, the United 
Malays National Organisation (Umno) 
depends for its dominance, could be dam- 
aged. In such a situation, Umno’s choice 
would become painful: to save Malay 
unity or the royal houses. 

The tunku himself was obviously aware 
of the danger in which the sultans were 
placing themselves by forgetting that the 
constitution defines Malays not only as 
those who speak Malay and observe 
Malay custom, but as those who profess 
the Islamic religion. He told newsmen: “It 
appears to me necessary for the govern- 
ment to look into the constitution again to 
see how to regulate the relationship be- 
tween the government and rulers in Is- 
lamic matters.” 

While the angry réactions of the two sul- 
tans are not expected to result in the 
Malay community quickly coming apart, 
the threat of the situation being exploited 
by extremist movements is very real. And 
there is no doubt, as the debate over the 
fasting dates demonstrate, that the sultans 
are no longer seen as the sole source of 
wisdom, even on matters that had always 
been seen as their prerogative. 

In view of the fact that Sultan Idris is 
likely to be the next king and that as such 
he will be responsible for appointing the 
National Islamic Religious Affairs Coun- 
cil, itis widely believed that Perak will not 
withdraw from the council now. However, 
experts point out that both the sultans of 
Kedah and Pahang took on the post of 
Yang di-Pertuan Agung without bringing 
their states into the council. [г] 
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PAKISTAN 


Problems beneath the veil 


Growing demands for women’s rights clash 
head-on with plans for Islamisation 


By Romey Fullerton 

Islamabad: “The cornerstone of the Is- 
lamic system is the prevention of obscen- 
ity, nudity and an end to mixed society." 
The speaker was Choudhry Mahmoud 
Ahmad, a general secretary of Pakistan's 
Islamic fundamentalist party Jamaat-i-Is- 
lami. 

He made the remark whilecondemning 
recommendations put forward by a work- 
ing. group on women's development pro- 
grammes for Pakistan's sixth five-year 
plan. While the working group's report, 
released last month, made no mention of 
nudity or obscenity, it did call for in- 
creased educational and employment op- 
portunities for women so that they might 
make a fuller contribution to the country's 
economic development. 

The strong indignation which the report 
aroused underscores the contradiction be- 
tween President Zia-ul Haq's plans for Is- 
lamisation in Pakistan and the demands of 
the. majority of the country's population, 
its women. The sight of the floating, 
ghost-like figure of a woman wearing a 
burqas is common in the two less-de- 
veloped provinces of Pakistan 
Baluchistan and North West Frontier Pro- 
vince. The burqa 15 а large sheet which 
covers the female body from head to toe, 
leaving only a small grille for the eyes. It is 
the result of an extreme interpretation of 
the teachings of the Koran which call for 
women to dress modestly and to avert 
their eyes in public. 

But to many women, recent pronounce- 
ments by the Pakistani Government have 
been no less extreme. Women have been 
banned from participating in spectator 
sports except in front of an all-female au- 
dience. This is despite.an undertaking by 
sportswomen that they would wear the 
knee-length shirts and baggy trousers that 
Pakistanis call the shalwar chemise. Only 
one woman was allowed to represent 
Pakistan in the Asian Games held in New 
Delhi; last November. The country's 
sportswomen were outraged. 

Female newsreadersion TV have been 
told.not to wear make-up. The uniform of 
hostesses on Pakistan. International Air- 
lines is to be redesigned following com- 
plaints that the current.one is immodest. 
In conjunction with newspaper editors, 
the authorities have decided to ban the 
publication of pictures of women advertis- 
ing films in the press. TV screens are 
blacked out during imported programmes 
when a man and woman are shown 
kissing. J 

Far more serious, however, are the re- 
cent proposals of the Council of Islamic 
Ideology which has been reviewing and re- 
writing Pakistan's laws; They include an 
amendment to the law of evidence which 


FAR EASTERN ECONOMIC REVIEW e JUNE 30. 1983 











would make the testimony of one male 
witness equal to that of two women. The 
amendment only requires Zia's signature 
to become law. 

There is also talk of introducing the Is- 
lamic system of qisas, or blood money 
paid in compensation to the relatives of 
murder victims, which puts the value of a 
female victim at half that of a male. 

As one diplomatic source here pointed 
out: *The proposed changes would bring 

-the law much more in line with the system 
in Saudi Arabia." As a provider of mas- 
sive financial aid to Pakistan, Saudi influ- 
ence must be felt, if only indirectly. 

In Pakistan the proposals have pro- 
voked an unprecedented demonstration 
by urban women in defence of their rights. 


Lg‏ ر 
Women in Pakistan: role reappraisal‏ 


Police used tear gas and baton charges to 
break up a march by women in Lahore in 
February this year. The brutality of the 
police action caused widespread criticism 
and encouraged a serious reappraisal of 
the place of women in Pakistan's Islamic 
society. 


he. Women's Action Forum (WAF), | 


which led the march, gained in credi- 
bility. Created in 1981, the WAF is an as- 
sociation of smaller women's groups. Its 
membership is drawn from the relatively 
privileged upper and middle classes of Pa- 
kistan, including the accepted female pro- 
fessions of teaching. the law and medicine. 
In the past, women's movements in Pakis- 
tan have been essentially apolitical and 
their activities were confined to social 
work. But in the current debate an ele- 
ment of politics is creeping in. 

In local elections women have a re- 
served representation of 2%, putting 
them on a par with minorities, industrial 
workers and peasants. In an article in the 








| wards political 


Pakistan weekly Viewpoint of April 28, 
Yasmin Tayyab called on women to 
realise that the defence of their rights was 
part of a broader movement for social 
change. She advised them to "struggle in 
concert with the progressive forces." 
Women do play a part in the political 


| life of Pakistan. There are two women in 


Zia's cabinet and, of course, Nusrat 
Bhutto, the widow of the late prime minis- 
ter Zulfikar Ali Bhutto, and her daughter 
Benazir are leading figures in the Pakistan 
People’s Party, the opposition party with 
the most popular support. 

However, such women are very much 
from the social elite. The movement to- 
involvement is much 
slower among the lower classes. At the 
same time though women in the urban 
working classes have formed unions with 
female leaders, and the WAF is trying to 
attract them to their membership. 

In rural areas most women of the lower 
classes are illiterate and far more under 
the control of men. However, the exodus 
of migrant workers to the Gulf has meant 
that wives have become accustomed to 
taking their own decisions in running the 
family. This could lead to tension when 





the men return to reassume their domin- 
ant role, 

Perhaps the greatest storehouse of 
problems for the future can be seen in 
statistics on women's education and em- 
ployment. Pakistan's labour force consti- 
tutes 30.31% of the 83.8 million popula- 
tion. Women account for only 3.79% of 
the labour force — the lowest proportion 
in any Third World country. At the same 
time, the current rate of female enrolment 
at university stands at 43%. 

While Zia cannot afford to alienate 
some of his strongest supporters — the 
mullahs and fundamentalists who lead the 
drive towards Islamisation — the need to 
^ind a solution to what one commentator 
called *the mysterious role of women" be- 
comes ever more pressing. There is no 
doubt that in earlier times the protected 
position of women under Islam led to a 
more stable society. But that mould must 
surely be broken: confining an educated 
woman to four walls can only lead to trou- 
ble. үг) 
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Roundup in 
Vientiane 


Silence surrounds reports 
of a purge against corrupt 
government officials 


By Paul Quinn-Judge 


Bangkok: A major roundup of Lao Gov- 


ernment officials accused of corruption 
took place earlier this year, sketchy but 


Ж, == reports from Vientiane suggest. 
a 


rrests are said to have taken place in 
March and involved between 30-100 offi- 
cials, mostly from agencies or ministries 
administering foreign aid. They report- 
edly include at least one official with the 
rank of deputy minister. 

One report said the official is Sengkham 
Phinit, a deputy minister of construction. 
A report this month from the official 
Lao newsagency, however, mentions 
Sengkham, still deputy minister, whose 
brief covers Lao-Soviet cooperation in the 
field of construction. Other reports refer 
to the arrest of Thongvan Phanerajavong, 
vice-chairman of the National Committee 
for Social Welfare and War Veterans. His 
position is roughly equivalent to that of a 
vice-minister. Thongvan was previously 
director of the irrigation department of 
the Agriculture Ministry, the recipient of 
a considerable amount of foreign aid and, 


according to Vientiane sources, has been ` 
the subject of persistent rumours of cor- - 


ruption and budget padding. У 

Others apparently detained are said to 
include directors of state enterprises, 
among them the head of at least one state 
forestry company. One source said that 
some of those arrested had been taking 
foreign aid, placing it in bank accounts — 
whether in Laos or elsewhere was unclear 
— and keeping the interest. Others 
Suggested that at least some of those ar- 
rested had been guilty merely of cutting 
through the bureaucratic red tape that 
hinders administration in Vientiane. 

The arrests are said to have taken place 


_ within the space of 48 hours. The first sign 


of anything amiss in some offices was ap- 
parently empty desks and the sudden arri- 
val of government auditors. So far no gov- 
ernment reports of the crackdown, or of 
any subsequent trials, have come to light. 

Agence France Presse reported a 
source as saying that some officials had 
been put under house arrest, while others 
had been sent on “lengthy seminars” to 
Vietnam, which maintains about 50,000 

in Laos at the request of the Lao 
authorities. Others quoted by the news- 
agency suggested that the corruption 
sweep might also reflect differences over 
possible reforms that would make the 
economy more market-oriented. 

Laos has begun what seems to be a con- 
certed drive to obtain more foreign aid 
from Japan and the West, notably the 
United States, Franceand Australia. 
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t was interesting to learn that Chinese Most prisoners whom I saw walking 
dissident Wei Jingsheng, who had been | around looked relaxed, but I was al- 
jailed for 15 years in 1979, is now being | lowed to talk to only one of them. 
held "in solitary confinement" in Pe- | Perhaps his commentary was the expla- 
king's model No. 1 Prison (Intelligence, | nation. 
REVIEW, June 16). He is allowed out for He was a dignified, good-looking 
exercise only once a month, may read | giant of a man, wearing blue pants and 
but gets no writing materials. coat and jaunty white sporting cap. He 
In 1957, as a resident barefoot repor- | was serving a 12-year sentence — not in 
ter, 1 was allowed to visit that prison, in | solitary confínement and already re- 
which 1,200 men and 40 women were | duced to nine years for his frank self- 
serving sentences of between three and | criticism — for espionage, sabotage and 
10 years — with a few "lifers." Stone | terrorism. 
walls and armed sentries surrounded “I was the son of a Peking landlord,” 
three-storey buildings. However, I was | he confessed. “I frittered away money in 
told that there were no locks on cell | self-indulgence. I never cared for other 






























doors except for the lifers; that prisoners | people . . .” 
shared dormitories; that none wore "Your wife?" I interposed. 
prison uniform, and that corporal He hesitated, then said *She is dead," 






punishment was officially forbidden. A | and swiftly resumed his recital: *I never 
difficult "normal" prisoner was — be- | helped the state. I engaged in terrorism 
lieve it or not — punished by not being | of the people. I have always lived a self- 
allowed to work. At that time there were | ish life. When I am released I shall seek 
no dissidents in the prison, which incor- | profitable work at weaving which I have 
porated a textile mill been taught here. If I 
and a weaving plant. am asked to remain in 
"We aim to correct prison to help others 1 
the prisoner, to reason shall do so,” 
with him, to reform He said he had a son 
him, to teach him to aged 12 but naturally 
think correctly," I was never saw or heard 
told by comrade Gi from him. His son 
Dong-han  — , (tall, would rightly Бе 
young and intelligent ashamed of him. His 
— who had been intro- landlord father had 
duced to me as.secret- died in 1950 after “lib- 
ary of the prison. eration.” I refrained 
“We re-educate him from asking him how 
— . patiently and he died. I was afraid 
thoroughly. He learns that he would reply, 
the truth and serious- briskly and happily, 
ness of his offences that his father had been 
against the people. He executed. 
works nine hours a day Anyway, he doubt- 
and studies two hours a less got another year 
day. struck off his sentence 
“There are regular group meetings of | because of his frank, self-critical “con- 
prisoners for self-examination, self-re- | fession,” of which Gi, listening silently, 
flection and self-criticism, at which the | clearly approved . . . 
older prisoners help the younger ones." Later I saw 200 girls in blue dun- 
Gi conceded that sometimes there | garees, alert, docile and dignified, work- 
were stubborn and rebellious inmates. | ing silently at long rows of buzzing sew- 
“But they must never be beaten or | ing machines in a Shanghai mode! No. 1 
scolded,” he insisted, deadpan. *Com- | Prison. Their homely, venerable super- 
pulsion changes no man's mind. We per- | visor, comrade Yang, was astonished 
suade. We teach. There is no hurry. when I inquired about the circumstances 
“If a man is perverse or stubborn, we | of their arrests and sentences. 
may decline to allow him the right to They were never "arrested," she 
work at the spinning and weaving | explained patiently. They had “fallen 
machines. He can idle in his cell or dor- | into bad habits" and had “volunteered” 
mitory, stroll around the grounds, sit by | to enter the No. 1 Prison after neigh- 
himself. But he knows that he is being | bours and friends had reported their de- 
disobedient. He suffers the silent disap- | linquency. Blowing her nose delicately 
proval of his comrades. Sooner or later, | without a handkerchief, she reckoned 
he will recognise his errors and testify to | they would have been reformed in about 
them voluntarily and openly. There is | 18 months. Perhaps dissident Wei will 
sincerity and penitence in every offen- | learn how to cut back his sentence — 
der's heart, if we seek reasonably and | though conditions in the model prisons 
earnestly and patiently enough." must have changed in the past 20 years. 
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UNITY 235 


iTY OF CALCUTTA, 


CALCUTTA- 790 073. 


NOW YOU CAN TRAVEL IN A STYLE BEYOND FIRST CLASS 


ALITALIA’S TOP CLASS 








Its a style to which you will fast become accustomed. And 
our Top Class is the only place you can find it 


Like any exclusive private club, it's restricted to a small group 
of people. Twelve to be exact. So there's plenty of room to 
move around or stretch out on one of our "Dreamerette®” 
seats. 


But at Alitalia, luxury extends well beyond your seats. For 
instance, there's a flight attendant for every four passengers. 
So you'll never have to wait to be served. Even better is 
what they serve you. Vintage wines from our "cellar in the 
sky’ and the exquisite Italian and continental specialities 
which our chefs prepare every day. 


There's even an “Alitalia Boutique” where you can select 
fashion from the great Italian designers: Battistoni, Ferragamo, 
Gianni Versace, Trussardi and Valentino, at unbeatable 
prices. 

And once you arrive in Rome or Milan, one of our greatest 
luxuries awaits you. Youll get a prestigious car with 
unlimited mileage and free insurance for two days, offered 
by Alfa Romeo in cooperation with Avis. Just ask for it 
when you book your Top Class flight. For more details call 


us or your travel Agent. 
Ф = 
Alitalia 


If you usually fly First Class, you 
owe it to yourself to move a 
step up. Alitalia's Top Class. 








To realise a vision is to 
understand reality. 


Today, your international bank needs 
the spirit of imagination. This will be the 
foundation of tomorrow's SUCCESS. 

Imaginative thinking can trace, in the 
seemingly unimportant details of a 
financial problem, new approaches to 
the financial needs of the day. 

Deutsche Bank adds this spirit to your 
financial projects: by the combined 
experience of our staff, our expertise in 
every field of international financing, and 
our presence in 54 countries around the 
world. Plus the strength of total assets of 
more than US $ 83 billion ranking us 
among the world's ten largest banks. 

Put us to the test. 


Deutsche Bank 


Advanced banking for more than a century. 


na. Brussels, Buenos Aires, Hong Kong. London, Madrid, Milan, New York, Osaka 
30 Paulo. Tok B B 


It took Marco Polo 
a lifetime to do 


what we doina day 


“For the real traveller, the world is getting bigger" 
Marco Polo 





ARCO POLO travelled far to bring together 

the wonders of East and West. But he never saw 
some of the places Cathay Pacific can show the real 
traveller today. Places he can reach in a day that would 
have taken Marco Polo a lifetime. 





Today, the real traveller flies in the hands of 
experienced pilots. Aboard our fleet of Rolls-Royce 
powered 747s and Super TriStars. Enchantingly 
attended by the grace and beauty of nine Asian lands. 
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| Cathay Pacific is the airline that has chosen 
Marco Polo as its inspiration. 
For he was the world’s first real traveller. 
| He discovered the best of East and West. 
And his secret is now ours. 
Cathay Pacific is the airline devoted to the real 
traveller. To you, the modern Marco Polo. 


THE REAL TRAVELLERS WAY. 
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FACT: 


TOYOTA ADVANCED ENGINEE F | 
ADDS UP TO 10,000,000 CO 2 J 


FACT: In 7 of the last 8 years, Toyota Corolla has been | 
“selling car in the world. The car everyone loves. And 
this year, the 10,000,000th Corolla was built—a remarkable record 
popularity that’s unique in automotive history. i ыс: 


FACT: Corolla’s popularity has been proved in more ie 
* countries around the world —by all kinds of d 
under all kinds of driving conditions year after year. Asa a 
Toyota's quality and reliability, that's a proving ground s 


ds = 
FACT: Toyota keeps Corolla on top by a total dedication t ча 

* advanced design and engineering, plus quality contro! 2 E» 
production facilities that are among the most modern in the world 
We suggest you visit a Toyota showroom soon and see for 
The facts come alive when you drive a Toyota. 
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We chart Asia’s 


growth for the people 
who contro 


The phenomenal growth of Far Eastern 
economies is one of the most startling 
developments of the late twentieth century. 

Discussed and analysed with intense 
interest all over the world, it is still only barely 
understood in the West. 

Those who comprehend it best are those 
in leadership positions throughout the Asian 
region itself. 

But even these powerful individuals 


топ fa-breaking ТАШ to them through 
“the Review.” 


developments taking place 
all around them. 

How does a Chinese banker in Hong 
Kong get the measure of finance in South 
Korea? 

How does a Malaysian politician assess 
the activities of his counterpart in Thailand? 

Like thousands of others, they depend on 
the Review. 

The Far Eastern Economic Review is the 
most important channel of information for 
Asia, about Asia. It is required reading for the 
elite in every nation of the Far East, because it 
is literally the only source of information they 
can rely on week after week. 

As a result, the Review reaches the 
highest levels of business, financial and 
government life. And it hardly touches anyone 


below this exalted level. We believe you can’t 
compare the Review to any other publication 
in Asia. 

It is truly unique. 

When considering the Review, you 
have no real alternative but to assess its 
effectiveness as an advertising medium in the 
context of its unique editorial environment. 

The Review forms a vital bond of shared 
knowledge in a region that is geographically 
and socially fragmented. 
So naturally, it is 
indispensable for anyone 
needing a consistent, reliable 
source of in-depth information on Asia. 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded 
advertisers marketing quality products and 
services. They know that in the Review their 
messages are well received throughout the 
region by the most influential group of 
leaders in business, finance and government. 

The people who control Asia’s growth. 


FAR EASTERN I ECONOMIC 


l'EVIEW 


For Advertisers who take Asia seriously. 








9696 of Review subscribers are in business, the professions or government. 
6196 of those in business are presidents, chairmen or board directors. 
8296 of those in government are in senior posts. 

6896 of Review subscribers have household incomes over US$30,000 
(Source: Project Parade 81 conducted by INRA.) Data from Asian Profiles III available on request. 


For further information, please contact 
The Far Eastern Economic Review, 181-185 Gloucester Road, 7th Floor, Centre Point, P.O. Box 160, Hong Kong. Tel: 5-734301; Telex: 62497 
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Singapore; Lee: clearly no figurehead. 


ECONOMICS 


A theory goes over the edge 


The Eastasia Edge by Roy Hofheinz Jr. 
& Kent E. Calder, Basic Books, New 
York, US$14.95. 


IT is very possible that we are witnessing 
at present опе of those momentous shifts 
of the centre of economic activity from 
one part of the world to another. The 
economic predominance of northern 
Europe and North America, which we 
have come to take so much for granted, is 
showing signs of severe structural weak- 
ness and is being seriously challenged by 
Japan and a few other Asian countries. 

These countries continue to turn in im- 
pressive standards of growth, despite the 
debilitating effects of the two oil shocks 
and, with the exception of South Korea, 
do so without an excessive reliance on 
foreign borrowing, unlike the other newly 
industrialising countries of South 
America. Unfortunately, the majority of 
people in the West do not fully appreciate 
the dramatic changes that have taken 
place on the eastern and southeastern sea- 
boards of Asia. Their image of the region 
is still stuck somewhere between The King 
and I and the Vietnam War. 

The authors of this book, one a former 
professor of government at Harvard now 
running his own consulting and trading 
company, the other a member of the gov- 
ernment department at Harvard, aim to 
shake their readers out of such compla- 
cency. It is a laudable goal, but, alas, the 
results are very mixed. 

The major reason for this is conceptual. 
The authors limit their discussion of what 
they term “Eastasia™ to “the Chinese-cul- 
ture area of the western Pacific,” that is 
China, Japan, North and South Korea, 
Taiwan, Hongkong and Singapore. This is 
very different from the historical consen- 
sus about what constitutes East Asia (as 
opposed to Eastasia) — those countries 
which were part of the imperial Chinese 
tributary world order, which clearly in- 
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cluded Japan and Korea, but also present- 
day Vietnam. 

Moreover, Singapore, Hongkong and 
Taiwan owe their existence to different 
factors: Western imperialism in the case of 
the former, and the civil war in China in 
the case of the latter. Thus, by inventing a 
new region, the authors are able to play 
tricks with history and suggest patterns, 
traditions and responses where in reality 
none exists. 

Some of the consequences of this distor- 
tion are harmlessly risible — for instance, 
the comparison of the Meiji emperor, a 
figurehead like all Japanese emperors, 
with Singapore's highly active Prime 
Minister Lee Kuan Yew. Some are illogi- 
cal, such as quality control being the result 
of “a rich culture of handicraft produc- 
tion." (Most societies have such a rich cul- 
ture, but they have not chosen to em- 
phasise quality control.) Some are sweep- 
ing generalisations, such as “a strikingly 
successful relationship between agricul- 
ture and government" making the 
Chinese empire strong and helping Japan 
to withstand invasion for centuries. And 
some are perverse, such as: “Eastasia . . . 
has historically always thought of itself as 
a unit." 

Furthermore, Confuctanism, which is 
alleged to be the common cultural thread 
running through the so-called Eastasia 
and on which social cohesion, company 
loyalty, political quiescence, patriotism 
and a host of other things are stitched to- 
gether, is nowhere defined adequately. At 
one point it is called a religion, at another 
Singapore is said to be thoroughly Confu- 
cian because, among other things, taxis 
are told by the state where to stop and 
passengers know where to queue up. By 
such standards the Germans, with their 
passion for order, must be model Confu- 
cians! 

However, . when the authors restrain 
themselves from such pseudo-history and 
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VR they come up ip with some - 

interesting and important findings and 
throw some much-needed light on finan- - 
cial matters; which are usually poorly 
served in such general surveys. d 

It is well worth being reminded that - 
since 1975 the value of combined United - 
States trans-Pacific trade has exceeded — 
that of all US trans-Atlantic commerce, — 
that Eastasia is the major supplier of 
manufactured goods to the US, and that 
the US is largely an exporter of resources. 
to Eastasia. The implications of these hard 
economic facts have not yet sunk into the 
calculations of policymakers in the US or 
Europe. - 

There are valuable comments about Ja- 
panese exports — tlie domestic economy. 
rather than exports, as is often imagined in 
the West, has provided the mainspring for 
growth; exports are more important for T 
companies which are shut out of the 
notorious distribution system than for - 
those which are firmly locked into it. р. 

There is a clear, concise and illuminat- _ 
ing discussion of the Japanese Ministry of - 
International Trade and Industry's effec- 
tive industrial policy towards computers, - 
which ensured that the major companies 
were given access to improved techn 
logy, thereby encouraging competition. 
home, and later abroad, rather than put- - 
ting all the eggs into one basket, as see 
to have been the case in Britain (unsu 
cessfully) and in France. 

The importance of high savings ratios i $ 
stressed, and there is a good survey of Sin- 
gapore's Central Provident Fund which. 
has successfully combined social-securi y 
financing and the provision of capital for | 
high industrial growth. The fund has 
meant Singapore has not had to rely on 
foreign borrowing to finance its growth 
plans, unlike South Korea. But the co 
ments about South Korean income distri- 
bution being equitable, and thus that 

“conservative management . . . has not 
had a regressive effect on income st c- 
ture,” are untenable in the light of othe er 
studies. 

One thing that is common to most of the 
countries discussed (and no matter how 
far they stretch things the authors fail to 
make a persuasive case for including 
China and North Korea in their purview) 
is the pragmatic and successful relatio 
ship between government and business. 
Government provides “a predictable b 
ness climate" in which * 'an aggressive, 
competitive private sector" can flou 
That certainly is “a strong and formidable 
partnership" which would be foolish to ig- 
nore. m. 
However, it should be emphasised, cer- 
tainly more than the authors do, that this 
is achieved at considerable cost, in most 
cases, of restrictions on political and trade - 
union rights and freedom and expression _ 
and that not all citizens are model *Confu- - 
cian" supporters of the status quo. Homo 
politicus exists in “Eastasia” just as much 
as in the US. —DEREK MASSARELLA . 
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Japan is dissatisfied with its position іп the World Bank 


Seeking higher status 


By Hikaru Kerns 

Tokyo: Japan is becoming increasingly 
dissatisfied with its role in the World 
Bank. As the second-largest economy 
among member nations, Japan contri- 
butes the second-largest amount to the In- 
ternational Development Association 
(IDA), the World Bank's affiliate agency 
which dispenses concessional loans to 
poorer countries, But Japan is ranked 
only fifth in the ordinary lending arm of 
the World Bank, the International Bank 
for Reconstruction and Development 
(IBRD), which is in many respects a more 
powerful and influential body. Tokyo 
feels it should be allowed to increase its 
subscriptions to the capital stock of the 
IBRD, and thereby raise its voting power. 

Ahead of Japan in the IBRD are the 
United States. Britain, West Germany 
and France, but the difference in capital 
subscriptions between. Japan and the 
other countries (except for the US) is 
minuscule. Between Japan and France, 
for example, there is only 0.01% differ- 
ence and between Japan апа the 
number two ranked country, Britain, 
there is barely a 1% gap. 

Figures given in the World Bank's latest 
annual report, for the year to June 30, 
1982, do not reflect the actual position. 
They show Japan having 8% of the voting 
power within the IBRD and 34,206 shares 
— well ahead of the voting power and sub- 
scriptions enjoyed by major West Euro- 
pean countries, including France, and sec- 
ond only to the US with 20.61% of voting 
power and 88,509 shares. A World Bank 
spokesman in Tokyo explained: "The fig- 
ures in the annual report are the subscrip- 
tions in the implementation stage at the 
end. of June 1982." They do not reflect 
"shares allocated to each country under 
capital increases already authorised." 

What this means is that subscriptions 
agreed among the various member coun- 
tries before the 1982 annual report was 





prepared, have not yet been fully paid in | 


some cases, because of the need to obtain 
legislative approval in the countries con- 
cerned. Japan's voting and subscription 
position within the IBRD was boosted in 
the annual report simply by virtue of the 
fact that it happened to pay up a major 
share ef its capital obligation in the bank's 
1981-82 financial year. When all the sub- 
scriptions already agreed have been paid 
in, Japan will have just 4.78% of the 
IBRD votes, behind that of France with 
4.79%, West Germany 4.8%, Britain 
5.37% and the US 21.26%. The percent- 
age difference between Japan and West 
European countries is small and techni- 
cally is not all that important as major is- 





sues rarely come to a vote, being decided 
more by “consensus.” But the voting 
rights do represent a "status symbol" 
which Japan regards as important. 

An upgrading of its position in the 
IBRD would enable Japan to enjoy great- 
er prestige, exert more influence in the 
agency's policies and place more of its citi- 
zens on the staff of the bank. 

The most prominent opponent of any 
change in the present structure of IBRD 
subscriptions and voting power is France. 
The dispute is still low key and has not sur- 
faced in public pronouncements. But it 
may become more visible at the forthcom- 
ing IDA meeting in Tokyo from July 19- 
21, when members 
decide оп the 
seventh replenish- 
ment of IDA funds. 
Replenishing the 
IDA hasnotbeena 
popular task, and 
Japan's share of 
the burden has in- 
creased steadily in 
line with an agree- 
ment that ties con- 
tributions to a fixed 
percentage of gross 
national product. 

Deputy director- 
general of the Ja- 
panese Ministry of 
Finance (MoF) Sei- 
go Nozaki says 
there is “very seri- 
ous dissatisfaction” 
on the part of Ja- 
pan regarding the 
present situation 
and that France is 
clearly opposing 
any changes. There 
is apparently less 





Clausen: there is a problem. 


Bank but must also [address] other interna- 
tional financial institutions." Тһе 
spokesman added: “We are concerned 
about this problem, but not fully informed 
by authorities from Paris, so it is difficult 
to discuss it." 

One important result of any change in 
IBRD capital subscriptions (and therefore 
ranking) in the World Bank is a matter of 
prestige. For a country that was once a re- 
cipient of World Bank funds, Japan now 
wishes to attain what it sees as its rightful 
position in. proportion to its economic 
strength. It has no major complaints about 
general World Bank policies or direction, 
but it is annoyed by what it feels are unfair 








trouble with Bri- 
tam and West Germany, though their 
reaction to Japan's grievance has not 
been explicit. The US is understood to 
be sympathetic to Japan on this issue 
and will probably not exercise a veto. 
The Japanese feel so strongly about the 
issue that Prime Minister Yasuhiro Naka- 
sone brought it up when World Bank pre- 
sident A. W. (Tom) Clausen visited Tokyo 
last month. 


spokesman for the French Embassy in 
Tokyo declined to comment on the 
matter but acknowledged that “yes, there 
is a problem." He explained that “behind 
this problem there are many aspects, so we 
cannot limit our position just to the World 


vestiges of the old.structure of economic 
power reminiscent of the immediate post- 
war period. For one thing Japan provides 
only 1.5% of the World Bank staff and 
after October it will have only one of the 
18 vice-presidents in management. This is 
substantially below what other countries 
with a similar stake in the bank provide. 

Among the substantive decisions deter- 
mined by voting power in the IBRD are 
budget, new membership, changes in sub- 
scriptions, election of executive directors 
and policy changes; Most decisions are ar- 
rived at by consensus if possible, and 
Japan does not intend to depart from its 
traditional poliey of cooperation and 
goodwill. 
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One issue on which Japan has de- 
veloped a position relates to energy loans. 
Japan opposes the creation of a new.in- 





stitution perhaps affiliated with the World: 
he energy 


Bank to. deal separatel 
problems. This proposal is: currently 
under study in Washington. Tokyo is not 
specific about its objections to the idea, 
and official spokesmen say simply that “a 
separate energy institution would tend to 
develop objectives and policies not іп har- 
топу with the general policies of the 
World Bank." "ug 







here were hints that Japan could threat- 

en to lower its contribution to the 
IDA if its share in the IBRD is not in- 
creased, but this is deemed itriprobable. 
Nozaki says Japan is not going'to decrease 
its contribution to the IDA. But Nozaki 
аѕкѕ оѓ France: “If France wants to keep 
its position in the World Bank, it should 
contribute more to IDA. We don’t want to 
fight France, but we will ask to put this 
issue on the agenda “at. the next annual 
meeting in September." Nozaki also says 
it is the strong intention of Japan to in- 
crease the number of Japanese working in 
the World Baik: 

IDA: has faced difficulty in soliciting 
funds-not ‘only from France, but also the 
US and other major powers. The adminis- 
tratiort of President Ronald Reagan ques- 
tioned.the desirability of participating in 
overseas aid programmes through inter- 
national agencies to the degree the US has 
done in the past, though the debt crisis in 
Latin America has since caused Wash- 
ington to soften its line somewhat. It now 
favours direct bilateral aid as a general 
principle. A publication of the World 
Bank. recognises that “ТОА replenish- 
ments have never been easy to negotiate,” 


and that the programme has been “dogged | 


by the problem of burden-sharing and by 
delays in payments by the US.” 


Since 1965, the IDA has been. re- |: 
plenished six times because of the great | 


demand for its loans and the concessional 
terms. For the sixth IDA replenishment 
(or IDA VI) the donors contributed 
0.04695. of their GNP. Such a formula 
(also used in IDA V) meant that Japan's 
share rose rapidly because of the equally 
rapid growth of its economy. Japan would 
like to apply to member subscriptions in 
IBRD a similar fixed fórmula related to 
economic size. н 

IDA ^has often received requests for 
smaller shares, which have been generally 
opposed: But because of adjustments tak- 
ing into account economie growth, the US 
share fell to 27% in IDA VI from the 42% 
it held at the time of the original subscrip- 
tion. By contrast, Japán's share is now 
about 15% compared tó'its original 4%, 
while: France's contribution is at present 
5% and Britain's is 10%. The World 
Bank's 1982annual report showed Japan's 
total subscriptions and stipplementary re- 
sources with the IDA at US$3 38 billion or 
11.82% of the:total:.— well behind the 
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ahead of France’ 
There are some compensations:in that 

Japan supplies. 15.5% of IDA procure- 

ments, Which in fiscal year 1981 reached 
| US$1.25 billion, but France’ enjoyed 
US$750 million of procurements in that 
period, on 9.376 of the total. 

Japan's complaints over its IBRD status 
have been expressed in bureaucratic cir- 
cles and among members óf parliament. 
The МОЕ claims it is a тане principle 
and. that Japan. will not'direétigibenefit 
commercially or economically!2There is 
apparently some resistance’ impartiament 
to continuing Japan's large share in IDA 
as long as it is not invited to a similar share 
in IBRD. ede ән 

-Aside from capital subscriptions, Japan 
has become a major source óf World Bank 
funds through its approval of borrowings 










receives some welcome support 


Washington: A major obstacle to 
negotiations over the seventh replenish- 
ment of the International Development 
Association (IDA) was removed with a 
United States Senate vote on June 16 to 
approve the US$825 million for the third 
year of the current IDA replenishment 
—IDA VI. This is US$120 million short 
of the administration's request. How- 
ever, the full amount was approved ear- 
lier by the House of Representatives, 
and the appropriation bill now goes into 
a conference committee of both houses 
where observers think the difference will 
be reduced to a negligible figure. 

‘This reversal on the Senate floor — 
two months ago sentiment in the Senate 
ran strongly against increasing the figure 
above US$700 million — will be read as a 
signal that the administration of Presi- 
dent Ronald Reagan is cleaning up past 
business; Also it indicates its ability to sit 
down to substantive talks over the next 
replenishment, IDA VII. Had the Se- 
nate defied the White House, further 
talks about the IDA's future would 
probably have been dismissed as futile. 

This leaves US$1.1 billion appropria- 
tion for 1984, a figure which only a few 
months ago looked far less probable. 
However, the IDA has gained some un- 
expected support among House conser- 
vatives, not for its own sake as much asa 
bargaining chip in the broader congres- 
sional battle over the defence budget. 
Representative Jack Kemp, a leading 
critic of the IDA, rallied House conser- 
vatives behind the bill in hopes of en- 
couraging the more moderate Senate 
leaders in conference to increase de- 
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Real as the grievarices т 


will probably not 
measures to get its 


an institution such аз th World Bai 


resenting soverelg 
unless its membe 


will, however; 
see that its positio: 


The International Development Association 
fence sponding: He also argued in favour 


of completing US contributions to IDA 
VI in order to clear the ground for the 


next round. Kemp 
centribution to the 


ceed US$700 million a year. Since other 
IDA donors are unlikely to allow the US 
share to fall below 25% of the total, this 


woüld limit the size 


thing in the range of US$9 billion. 
The World Bank is pressing for a 
US$16 bilión replenishment, double the 
figure foreshadowed by the House con- 
servatives. Although the discrepancy 
may appear large, A. W. (Tom) 
Clausen, ‘World Bank president, re 
mains hopeful. This time last year, he 
pointed out in numerous public st 
ments that there seemed little hope 0! 
substantial increase im Internation 
Monetary Fund’ quotas. But then the 
Mexican crisis óccurred and the Reagan 
administration discovered the lessons of 
interdependence. Clausen is lookin 
a similar conversion on the IDA. 
This is not entirely improbable, i 
US$1.1 billion "the administratio! 
pressing for in fiscal 1984 becomes 
contribution to IDA 
VII. This level of US contribution would 
yield a US$15 billion, three-year re- 


floor for the US 


plenishment. Now 


ministration has come to see a strong 
World Bank-IMF nexus as essentíal to 
promoting the open world economy 
believes is necessary to secure US 
covery, Clausen has.a better chance: 
selling the IDA as a vital part of the 
whole World Bank package. 7. | 
2597 RICHARD NATIONS | 
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A vote of confidence 
Indonesia gets the thumbs up from donors and 
creditors impressed by its recent financial reforms 


By Malcolm Subhan 

The Hague: Indoncsia's coordinating 
minister for the economy. finance and in- 
dustry, Ali Wardhana, had good reason to 
feel satisfied with the results of the 26th 
session of the Inter-Governmental Group 
on Indonesia (Iggi) which met here on 
June 13 and 14. 

The World Bank had set an aid target 
for fiscal year 1983-84 of US$2 billion. In 
the event a little more than US$2.2 billion 
was pledged as donor countries demon- 
strated their approval of recent measures 
taken by the Indonesian Government. 
This total does not include pledges by 
West Germany and Britain, to be an- 
nounced later. As was to be expected, the 
World Bank took the lead by raising its 
own contribution to US$1.2 billion, fol- 
lowed by the Asian Development Bank 
which will contribute US$400 million. 

Among the donor countries the Nether- 
lands is a special case. It took the initiative 
in convening the first Iggi meeting in 1967 
and has hosted and chaired every sub- 
sequent meeting. The country's financial 
problems now having forced the Dutch to 
cut their aid to all "target" countries by 
20%. they have accordingly reduced their 
pledge by this amount. But they more 
than made up for it by offering food aid 
and co-financing of special projects. The 
Dutch pledged US$56 million, and 
pledges by other Iggi members included 
Japan (US$280 million), the United States 
(USS106 million). France (US$51 mil- 
lion), Australia (US$41 million), Canada 
(US$33 million) and Belgium (US$7 mil- 
lion). Institutional donors included the 
United Nations Development Programme 


| (US$39 million), the European Economic 
— Community (US$16 million) and Unicef 


(US$12.5 million). 

Pledges must be translated, however, 
into actual commitments and the sums 
committed, disbursed. This can be a time- 
consuming process, especially in the case 
of project aid. But faced with an estimated 
US$6.5 billion deficit on its current ac- 
count. Indonesia urgently needs funds for 
foreign-exchange commitments. 

Hence the World Bank's plea for more 
quick disbursing aid, such as commodity 
and food aid, and an acceleration in dis- 
bursements under existing commitments. 
But not many donor countries were in a 
position to commit themselves, though 
Japan, Australia and the Netherlands will 
be providing food aid — Tokyo recently 
announced it will supply 140,000 tonnes of 
rice on easy terms. Other donors may 
agree to make available such homo- 
geneous commodities as fertilisers and 
pesticides in this way. 

A shortage of local financing can also 
delay disbursements. The World Bank's 


plea to donor countries to finance a higher 
proportion of local costs was generally 
well received but most pointed out they 
were doing this already. Only the ADB re- 
portedly committed itself to doing more. 

Still, the fact that pledges exceeded the 
bank's target points to support for its fi- 
nancial strategy for Indonesia. The bank 
has estimated Indonesia will need a little 
more than, USS$5 billion a year in new loan 
commitments over the next three vears. It 
expects Iggi members to provide around 
US$2 billion of this each year on conces- 
sional terms, with the Indonesians raising 
US$1.5 billion on the Eurodollar markets 
and securing a somewhat similar amount 
in import-related credits. 

Iggi's satisfaction with the way in which 
the Indonesian Government has handled 


Vardhana: satisfactory results. 





the country's financial problems will obvi- 
ously help the country in its dealings with 
the commercial banks. In their press re- 
lease the Iggi members in fact expressed 
their “confidence that Indonesia's excel- 
lent record in economic management, and 
its prudence in external borrowing, would 
ensure continued access to international 
capital markets." 


he donor countries clearly felt confident 

that Indonesia will be able to main- 
tain its excellent record. They agreed with 
the World Bank that the sudden sharp de- 
terioration in its balance-of-payments 
position was due essentially to the fall in 
oil and other commodity prices, itself the 
result of the severe economic recession in 
industrialised countries. 

What impressed donor countries most 
was the series of measures taken by the 


^ outside pressure, to reduce its de- 
ficit to more manageable levels over a 
three-year period. These measures include 
the reduction, and even elimination, of 
subsidies on certain foodstuffs, domestic 
oil products and fertilisers through higher 
prices to consumers as well as a greater ef- 
fort at mobilising domestic savings and the 
devaluation of the rupiah. 

This commitment to a market-style 
economy by a major developing country 
was clearly welcomed by donor countries. 
Indonesia, as the World Bank reminded 
them, could as easily have opted for ex- 
change and import controls, forced sav- 
ings and the rest. 

Even so, there was some concern over 
the likely effects on exports of Jakarta's 
decision to rephase capital-intensive pro- 
jects representing a total expenditure in 
excess of US$10 billion. The alternative, 
as the World Bank pointed out, was the 
risk of Indonesia having to reschedule its 
external debt sooner or later. But a 
number of donor countries, including the 
Netherlands, indicated fears for their cap- 
ital-goods exports. 

The World Bank expressed the hope 
that the Indonesian Government will take 
advantage of its recently introduced finan- 
cial reforms to deal with other areas which 
presently suffer from over-regulation and 
under-management, such as investment 
licensing, restrictions on trade and present 
customs procedures. Pointing to the gen- 
erally high level of protective tariffs and 
the increasing use of import quotas, the 
bank reportedly called for trade-policy re- 
forms, with a view to promoting non-oil 
exports, especially of manufactured 
goods. The Indonesians offered to do 
their best to keep their doors open to 
foreign goods, provided the industrialised 
countries did not impose restrictions on 
Indonesian exports. Unfortunately, the 
EEC even now is planning to restrict im- 
ports of Indonesian fabrics into certain 
member states. 

There was apparently very little discus- 
sion оп  Indonesias medium-term 
economic prospects. For most donor 
countries the fact that the worst had been 
avoided was perhaps cause enough for 
congratulations. It; was generally agreed 
that the economy faces a period of slow 
growth until the deficit has been reduced 
to manageable levels — that is to about 2- 
3% of gross national product instead of 
nearly 8% as at present. 

The World Bank believes that for the 
period 1985-90 Indonesia should aim at a 
minimum growth rate of 6% for the non- 
oil sector of its economy. But as this would 
require, among other things, relatively 
stablé oil prices and a sustained and dura- 
ble economic recovery in the indus- 
trialised countries, its feasibility was not 
discussed. Anyway, events over the past 
decade have generated a certain scepti- 
cism as to the reliability of medium-term 
forecasts. The British representative did 
question the World Bank's assumption re- 
garding the stability of oil prices. But 
donor countries preferred, on the whole, 
to adopt a short-term perspective. ш 
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R. Leigh-Pemberton, Chairman 


e International business enjoyed further growth in 1982 and 
contributed 36% of the Group profit before loan interest. — 


€) International trade finance has grown substantially in 


importance over recent years. We continue to give priority to th 
aspect of our business to ensure a comprehensive and effectiv 
. Service to our customers. 


« International finance continues to increase in complexity 
As interest and exchange rate ‘swaps’ have been developed, _ 
so the Bank has played its part in providing such services to 
multi-national clients. 


€% International services in the Far East and Australasia have - 
strengthened following the establishment in 1981 of our Executive 
Office in Singapore, with practical benefits now being seen. The 
Bank is well placed to share in the business arising in a region that 
continues to be a growth area for the 1980's. 





Financial Highlights 1982 








| £m US$m 
Ordinary share сара]... 238 384 
Бевегуёв... edem dii nti oen: ENS 2,301 3,716 
Money lodged... 50,196 81,0066 
Money ЕИ eost ege esté ew Da 41,475 66,982 
Group pre-tax profit... 439 709 
Retained profit... s 329 531 


Rates operative at 31 December 1982 


... Copies of the Report and Accounts, which include the Chairman's Statement, 
Е may be obtained from Executive Office, Far East & Australasia, 
National Westminster Bank PLC, Maxwell Road, PO Box 2222, Singapore 9042. 
Singapore Branch: Maxwell Road, PO Box 1875, Singapore 9037, | 
Hong Kong Branch: 6th Floor, 2 Ice House Street, Hong Kong. 


`` & National 










FINANCE 


Marcos; Benedicto; Cuenca; Disini: special prerogatives and monopolies. 





Favouritism still in favour 


Presidential cronies continue to get benefits 
from newly issued Marcos directives 


By Guy Sacerdoti 

Manila: Despite official protests that 
crony capitalism in the Philippines is a 
“worn-out and baseless allegation” (Let- 
ters, REVIEW, June 16), the cronies of 
President Ferdinand Marcos continue to 
enjoy favouritism by means of martial-law 
style presidential decrees. 

Circumventing the legislative process, 
cabinet discussion and the preparatory 
analysis charged to the supposedly high- 
powered Executive Committee, two re- 
cent presidential decrees and one renewal 
of a presidential letter of instruction 
have given three men closest to Marcos: 
either economic advantage over their 
competitors or new leverage to strengthen 
existing monopolies. 

This contradicts a growing sense among 
foreign as well as some domestic economic 
analysts that Marcos is shifting away from 
policies which rely on cronies as entre- 

reneurial catalysts in the country's deve- 

opment in favour of the supposedly 
more rational approach of the economic 
technocrats, Bankers and economists fre- 
quently cite the retrenchment of the 
cronies since the financial crisis of 1981 
when the disappearance of financier 
Dewey Dee helped expose the inefficient 
investments and mismanagement which 
forced the government to take over 
numerous crony companies (REVIEW, 
June 16). 

Herminio  Disinis Herdis group, 
Rodolfo Cuenca’s Construction and 
Development Corp. of the Philippines 
and Ricardo Silverio's Delta Motors 
group all required rehabilitation schemes 
which led to massive government conver- 
sions of debt to equity and subsequent 


government control. Sugar mogul 
Roberto Benedicto saw a hotel taken over 
by the Development Bank of the Philip- 
ines and gambling taxes deposited in 
is Traders Royal Bank forced back 
gradually into proper’ government ac- 
counts. And Eduardo Cojuangco, who 
runs the coconut industry, lost his greatest 
source of interest-free financing when the 
controversial coconut levy was scrapped 
last August (though with coconut prices 
on the rise, discussion has begun on 
reinstating the farmer-paid duty). 

International agencies such as the 
World Bank and the International Monet- 
ary Fund, along with foreign bankers, 
have begun to accept the view that Marcos 
now understands that, in the words of 
Filipino economist Bernardo Villegas, 
"crony capitalism leads to mis-allocation 
of resources." The recent presidential de- 
cisions could weaken that view. 

Since he ended martial law in January 
1981, Marcos has used presidential de- 
crees sparingly, and normally only when 
urgent actions are required or legislative 
and other executive processes: were un- 
able to deal with large-scope economic or 
political needs. 

On January 14, Marcos signed Presi- 
dential Decree No. 1858 which simply or- 
ders the lowering of import duties on ace- 
tate tow, for making cigarette filters, from 
the current 20% ad valorem level to 1095, 
until 1985. The largest producer of 
cigarette filters in the Philippines, control- 
ling an estimated 75% of the market, is 
Philippine Tobacco Filters Corp., Disini's 
flagship company started in 1970 and the 
main Herdis company unscathed by di- 





vestments to the government. In 1975, 
Disini's filter firm became the beneficiary 
of a presidential decree which raised 
tariffs on raw materials from the then 10% 
to 100*5 for Disini's major foreign-owned 
competitors, forcing them to close shop. 
Philippine Tobacco Filters, being a local 
manufacturer which the decree ostensibly 
supports, was allowed to maintain the 
10% duty — later raised to 20%. 

The company supplies Fortune To- 
bacco Corp., the country's largest 
cigarette manufacturer, run by another 
presidential friend, Lucio Tan. 

While it is incorrect to assume the de- 
cree applies solely to Disini (La Suerte To- 
bacco, which also produces some filters, 
will also benefit from the decree), the use 
of a decree to reduce the tariff is unusual. 
And while the document states that tariffs 
on acetate tow were previously increased 
in anticipation of production from the 
government's integrated pulp and paper 
project, the facility however will only 
come on stream in 1985, when the tariff 
reduction expires, and then will not pro- 
duce acetate tow anyway. 


ү э second Marcos move, extending the 
validity of Letter of Instructions (LOI) 
No. 640 originally signed on December 
15, 1977, will be of help to certain com- 
panies controlled by Benedicto. The LOI 
allows the sugar king to continue import- 
ing semi- or completely knocked-down 
parts for the assembly of TV sets, ostensi- 
bly to be distributed by the Ministry of 
Public Information, Ministry of Educa- 
tion and Culture and the Ministry of Na- 
tional Defence. Originally targeted for the 
rural population for dissemination of gov- 
ernment news in the rebellious southern 
Philippines, the TVs can be easily pur- 
chased anywhere in Metro-Manila,. in- 
cluding the middle- and upper-class shops 
in plush Makati. The consumer Electronic 
Products Manufacturers Association has 
complained that the small TVs represent 
unfair competition for their products, 
which carry normal duties on imported 
parts. 
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Corp. to assist “on matters pertaining to 
peace and order" and in education. 
Banahaw was allowed to import duty-free 
broadcasting hardware worth US$3 mil- 
lion, and to import tax-free components 
(of up to US$2 million for 1978, going up 
by US$500,000 a year until 1982) for low- 
cost TV assembly operations. It is not 
known whether this progression in im- 
ports will continue under the renewal. 
What will continue is the contract allowed 
under the LOI for the production and dis- 
tribution of the TVs, which Banahaw gave 
to Nivico Philippines Inc., a Japanese- 
Philippines joint venture whose chairman 
and president when the contract was 
signed was Benedicto. Benedicto is a 
former ambassador to Japan. 

But potentially the most profitable help 
to those close to Marcos comes via Presi- 
dential Decree No. 1863, signed on May 
18, which expands Cojuangco's control 
over the coconut industry further into 
downstream operations and gives his com- 
panies a monopoly on the import of pet- 
rochemical products. which would be in 
competition with coconut-derived indus- 
trial chemicals. 

Cojuangco owns 10% of the coconut 
farmers’ bank, the United Coconut Plant- 
ers Bank; he is president of UCPB and its 
various subsidiaries: United Coconut Oil 
Mills Inc. and United Coconut Chemicals 
Inc. (Unichem). All three were built up 
out of the farmers’ coconut levy, though 
policies are determined either by the state 
or by Cojuangco, chairman (and Defence 
Minister) Juan Ponce Enrile, and a small 
group of others associated with the indus- 
try. Unichem's cocochemical plant, one of 
the government's 11 major industrial pro- 
jects, is expected to be completed in 1985. 

While few doubt the necessity and value 
of moving into cocochemicals (given price 
instability for coconut oil and the vast 
array of substitutes), many criticise the 
exclusivity enjoyed by those controlling 
the industry. For example, the decree 
places any company which utilises 
cocochemicals as raw material on a 
pioneer-company status, for which the 
Board of Investments grants assorted in- 
centives and tax breaks. It then orders 
UCPB or its subsidiaries to invest in these 
companies, as well as in experimental pro- 
jects using cocochemicals as raw: mate- 
rials. If Cojuangco becomes involved in 
these ventures, the UCPB investments 
will receive total tax and duty exemptions 
for 10 years on foreign expertise, mate- 
rials and construction, property taxes and 
those assessed on foreign loan interest and 
fees. 

As soon as the cocochemical plant starts 
operations, petrochemical derivatives 
used in soap and detergent manufacturing 
will be- banned, thus giving full market 
protection. for the cocochemicals pro- 
duced by Cojuangco. The major source of 
contention, at least for the manufacturers, 
will be the stipulation that if Unichem can- 
not supply enough raw materials on its 
own, petrochemicals can be imported, but 
only through Unichem. 
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Not quite a Tinpec 


Asean's big three tin producers finally form an association, 
but can they succeed in propping up world prices? 


By Paisal Sricharatchanya 
Bangkok: After almost one-and-a-half 
years of discussion the three major tin pro- 
ducers in Asean — Malaysia, Indonesia 
and Thailand, which together account for 
the bulk of world production — have fi- 
nally signed an agreement establishing the 
long-awaited Association of Tin Produc- 
ing Countries (ATPC). But whether the 
association can achieve its main objective 
of propping up tin prices in the chronic 
world market remains an open question at 
this stage. 

The agreement does not spell out speci- 
fic action on such vital issues as separate 
buffer-stocking and export controls. But 
certain provisions do potentially authorise 
the three countries — as well as several 
other tin-producing nations which are 
likely to join soon — to resort to drastic 
action if measures under the current sixth 
International Tin Agreement (ITA) to 
support world tin prices prove ineffective. 

The agreement, the text of which was 
adopted at a meeting in London in late 
March by seven tin-producing countries, 
was formally signed here оп June 17 by 
Malaysian Minister of Primary Industries 
Datuk Paul Leong, Indonesian Minister 
of Mines and Energy Subroto and Thai In- 
dustry Minister Ob Vasuratna. It will go 
into force on August 16. The four other 
countries which participated in the Lon- 
don meeting — Bolivia, Nigeria, Austra- 
lia and Zaire — are expected to add their 
signatures shortly. The association also 
urged other tin producers — namely 
Brazil, Burma, China, Niger and Rwanda 
— to join the accord, but it is not clear yet 
whether they will do so. Together, the 
three Asean countries account for 73.6% 
of total production among the seven na- 
tions which approved the agreement in 
London (somewhat lower on a global 
basis). 

Apparently to avoid any political reper- 
cussions, the Asean ministers made a 
point of saying that the ATPC will not du- 
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isions for drastic action. 

















plicate existing operations by the Interna- | 
tional Tin Council (ITC) — а body which 
embraces bothtin-producingandconsum- — — 
ing countries and governs the ITA. To | 
stabilise depressed tin prices brought — 
about by the global recession over the past 
two years, the ITA has imposed a 36% ex- _ 
port cutback among producing/exporting _ 
countries since July 1982 and currently 
holds a substantial buffer stock. However, 
these measures have been of little avail to 
date. Although prices have recovered | y 
marginally since early this year, they re- 3 
main low. 


T: newly formed body will concentrate 
on research and development to in- 
crease the usage — and hence world con- 
sumption — of tin, collaboration on mar- | 
keting through data-oriented improve- | 
ments, and the promotion of further pro- _ 
cessing of tin into assorted new finished _ 
products. It is hoped that these measures, 
which are not being undertaken by the 
ITC, will lead to the association’s main ob- 
jectives of achieving stable and renumera 
tive tin prices and maintaining tin’s long- — 
term viability. > 

The emphasis on research and develop- 
ment makes good economic sense — espe- 
cially in view of the growing proliferation _ 
of tin substitutes such as aluminium and _ 
tin-free steel. According to Leong, world — 
tin consumption dropped from about 
200,000 tonnes a decade ago to only _ 
166,000 tonnes last year. An annual allo- 
cation of about £1.2 million (US$1.84 mil- 
lion) for the International Tin Research 
Council — a London-based institute 
funded solely by tin-producing countries | 
— was described as “pitifully small." A _ 
substantial but yet-to-be-determined in- i 
jection of funds into this area is likely and а 
the institute will be brought under the | 
aegis of ATPC. 

Despite the heavy accent on non-con- 
troversial issues such as research and 
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st utional and ‘financial atrangements 
overcome problems facing the tin in- 
" This means that the associa- 
1 сап ‘resolve to do anything ranging 
ym. taking measures to maintain the 
inimum floor price to more radical 
vës such as cutting back on production, 
ed that a majority of its members 
Decision-making by consensus is 
, but failing that, a two-thirds 
jority will prevail. 
Leong stated after the June 17 sign- 
"The ATPC is not toothless. It is nota 
ger. It is efficient and viable." The 
alaysian minister, who initiated the idea 
ssociation in early 1982, described it 
ack-up an back" body to the 
th) ITA. Apart from strengthening the 
in areas which are at present un- 
еа, ће said the ATPC will step into 
shoes if the current tin-price support 
sures prove ineffective or if other 
ties should occur. "We antici- 
te problems; we have prepared the 
cessary solutions and we are prepared 
cope with all eventualities,” he said. 
sean officials expect to achieve great- 
Кешнге” among: tin-producing 





o: The slowdown in Japan's eco- 
has bottomed out.and a mild re- 
, likely to develop into a broad and 
ained advance, is under way. Much of 
€ recovery's impetus will come from 
estic and global market forces, with 
he government's role expected to be 
nimal. | 
The «government projection of a real 
toss national product growth of 3.496 in 
iscal year that began on April 1 seems 
hievable. Most private-sector forecasts 
in the 3-4% range. (In 1982, govern- 
ment economists put a lot of blue sky in 
eir 5.296 forecast, then watched the 
поту sputter to а 3.3% growth.) 
In the January-March period this year, 
nflation-adjusted GNP expanded 0.2% 
er the preceding quarter and 3.6% over 


ing Agency (EPA) officials are hoping 
hat, with a large drop in private inventory 
oldings pushing the first-quarter revi- 
al. domestic demand should lead 
economic growth throughout the rest of 
he fiscal year. 

Japan's trading partners have criticised 
€ structure of its recent economic pèr- 
ormance, as the lion's share of demand 
as stemmed from overseas——through ex- 
sorts much more than from domestic 
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һе same period in 1982. Economic Plan- | 


















ECONOMIC MONITOR Ш 
he sun is rising again 








qua 
PC will become a producers’ cartel like 
ec. One of the association’s objectives 
is “to provide adequate supply [of tin] at 
fair and stable prices based on average 
production costs and having regard to 
market forces." 


he formation of the ATPC was.delay- 

ed due to differences between Malay- 
sia and Indonesia. Malaysia, Asia's largest 
producer.and consequently the most af- 
fected by the: depressed market, wanted 
specific action on.buffer-stocking and ex- 
port controls: to be spelled out in the 
agreement: However, Indonesia repor- 
tedly preferred such arrangements to be 
decided upon if and when the situation 
warranted. Another contentious issue was 
the voting system: while Malaysia advo- 
cated votes based on each member's pro- 
duction share, Indonesia wanted a one- 
country-one-vote system. Thus the final 
agreement, which contains loose but po- 
tentially authoritative economic provi- 
sions and requires voting on a production- 
capacity basis, can be seen as a com- 
promise. 

It is probably too early at this stage to 
expect any concrete action from the 
ATPC. A meeting of officials will take 
place in Bangkok on August 29 to prepare 


activity. That criticism persisted despite a 
14-month-long decline in dollar-denomi- 
nated exports. Total Japanese exports in 
fiscal 1982 fell 8.7%, including declines of 
5.9% to the United States and 9.6% to the 
European Economic Community. 

Exports have recovered monthly since 
February, and letters of credit, a barome- 
ter of future overseas shipments, rose 
3.2% in March and 7.4% in April, year- 
to-year. Sanwa Bank analysts trace the 
higher exports to. “the completion of a 
cycle of inventory adjustment abroad and 
the upturn in exports such as colour TVs 
and VTRs [video-tape recorders] to 
Europe." The bank analysts added that 
there has not yet been a drop in exports to 
the Middle East, feared after Opec’s 
crude-oil oe reduction. 

Several private-sector 
suggest Japan's strongest economic 
growth will come in the six-month period 


beginning on October 1. By then. they | 
however brief | 
and weak; should be in full swing. That | 
would not only whet American consumer | 
керен for Japanese products but would | 


reason. the US recovery, 


help smooth trade friction by easing US" 
unemployment, at least temporarily. 
Moreover, Japanese domestic demand 


| 


economists | 
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ns tutionalised. on an annual basis, Which 
will provide yet another important 
mechanism for quick decision-making on 
vital issues. 
The Asean. producers appear commit- 
ted to another attempt at effective export 
controls before they contemplate an 
ATPC remedy. According to Leong, the 
36% export cutback among ITA members 
should have generated a supply deficit of 
15,000 tonnes this year — but in fact, 
world tin-market stock figures rose by 
10,000 tonnes from last November to 
March this year. Current world stocks are 
estimated at 90,000 tonnes, about 50,000 
of which are held in the ITC buffer stock. 

This increase in the face of the export 
controls suggests that the cutback has 
failed to a nieve production rationalisa- 
tion and that there has been a marked in- 
crease in smuggling. Low world demand 
and continuous releases from the United 
States’ General Services Administration 
stockpile also served to boost stocks. 

Meanwhile, though the Penang tin price 
has gradually inched up from the M$29.15 
(US$12.56) a kg. floor level late last year 
to close at M$30.93 on June 20, it is still 
below the lower limit of the middle-sector 
Penang price range of M$32. Officials at- 
tributed the price movement to the near 
40%. depreciation of sterling against the 
Malaysian dollar over the past two years 









inflation-adjusted . household income 
should rise because of negligible inflation. 
Although this spring's annual wage hikes 
were only in the 4-5% range, wholesale 
prices actually fell 2% in April, year-on- 
year, while consumer prices rose 2%, the 
smallest gain in 16 years. 

The fuil effect. of lower oil prices will 
also be felt in Japan later this year. The 
USS$5 cut in crude-oil prices to US$29 a 
barrel is expected to reduce Japan's im- 
port bill by US$5-6 billion a year. Corpo- 
rate profits will also benefit from lower oil 
prices, and industrial production has been 


should be even móre robust by then, азык ES 

































world prices, quotes in sterling — whe 
economic recovery in certain West 
countries is considered a minor factor. 
Leong conceded that the world tin market 
will remain weak in the foreseeable future 
and that export controls, earlier seen as 
necessary until 1984, may have to con- 
tinue for much longer. 

In a joint statement released simultane- 
ously on June 19 in Bangkok, Kuala Lum- 
pur and Jakarta, the three Asean minis- 
ters voiced concern over the current huge 
surplus overhanging the tin market. They 
requested the ITC to conduct a study — to 
be completed in two months — to tighten 
export-control measures among produc- 
ing member countries and also urged the 
international body to seek cooperation 
from non-member countries such as 
Brazil, Burma and China in the effort to 
stabilise the tin market. 

Separately, the three Asean countries 
agreed to combat increasing smuggling in 
the region. Thai and Malaysian officials 
confirmed that a substantial but unknown 
quantity of tin ore has been smuggled 
from south Thailand to smelters in Penang 
since the imposition of export controls and 
both sides are to coordinate suppression 
efforts. 

Meanwhile, in tandem with the forma- 
tion of the ATPC, Malaysia is planning to 
introduce tin-futures trading at the Kuala 
Lumpur Commodity Exchange late this 





year or early in 1984. 


By Hikaru Kerns 

Tokyo: The Ministry of Finance (MoF) has 
lifted all restrictions on short-term lending 
of Euroyen in an attempt to satisfy growing 
demands for liberalisation of the Japanese 
capital market. Previously; overseas 
branches of Japanese banks were allowed 
to make yen loans of less than one year 
only for trade transactions! The policy 
change enables investors to borrow short- 
term yen for the purchase of Japanese 
stocks and bonds, thereby giving impetus 
to foreign participation in ће Japanese 
securities markets. 

Rules on medium- and long-term lend- 
ing remain unchanged, but the lifting of 
restrictions on short-term Euroyen loans 
means that foreign investors will no longer 
have to obtain loans in currencies other 
than yen and then swap them for yen in 
order to invest in Japanese securities. The 
change is also expected to affect the yen’s 
exchange rate by making it easier to ob- 
tain the currency, and may encourage the 
use of yen for currency speculation. 

A report in the Nihon Keizai Shimbun 
estimates that the volume of Euroyen 
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slightly rising. An EPA survey of major 
Japanese corporations revealed that they 
plan to reduce capital investments 3.9% 
this fiscal year. But the decline should be 
offset by improved business conditions for 
small and medium-sized enterprises, 
which had been a considerable drag on 
economic performance in 1982. 


yers exports and a lower oil bill point 
to one inescapable conclusion for Ja- 
panese planners: a probable record trade 
surplus — of about US$30 billion — for 
this fiscal year. The current-account 
surplus, which includestrade, services and 
unilateral transfers, and is a more accurate 
gauge of overall transactions, is expected 
to more than double from last year's 
US$6.9 billion. 

The net outflow of long-term capital 
soared to US$15 billion in 1982, from just 
under US$10 billion in. 1981. That figure 
could go even higher this fiscal year. 
though the first four months of calendar 
1983 have shown modest outflows. In 
April a deficit in the long-term capital ac- 
count was caused by substantial selling by 
foreigners of Japanese bonds. 

Policymakers are confronted with a 
classic economic dilemma: push demand 
or pull supply, intervene or not intervene. 
Those favouring intervention want the 
government to cut taxes by at least Y 1.5 
trillion (US$6.2 billion) during the year 
and to boost public-works spending sub- 
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stantially. They also lobby for a reduction 
in the official discount rate — the rate at 
which the central bank lends to Japanese 
city (urban commercial) banks — from its 
long-stalled level of 5.5%. 

Those who favour non-intervention 
note that both fiscal and monetary inter- 
vention have undesirable side-effects. 
More spending for roads and bridges, for 
instance, would force the government to 
go deeper into debt to finance such outlays. 

For the first time in the post-war era, 
unemployment will be a closely watched 
economic index in Japan. In March the 
number of totally unemployed persons 


rose to 1.72 million, the highest in 30- 


years. Seasonally adjusted unemployment 
during the month was 2.6%, slightly less 
than in January and February. Those fig- 
ures fell slightly in April, but many 
economists are concerned that Japan is 
creating its own version of structural job- 
lessness, comparable to that in the US 
and Western Europe. 

Up to now, said Bank of Japan gover- 
nor Haruo Maekawa in May, "there is no 
domestic demand item that is strongly 
pulling the Japanese economy." It re- 
mains to be seen whether projections of an 
uptick late in the year come true. As one 
of the governor's senior colleagues at the 
central bank explains the policy dilemma 
facing economic planners in Tokyo: *The 
only way might be not to do anything." 

— MIKE THARP 






Overseas branches of Japanese banks can now make short-term 
yen loans which should help the stockmarket back home 


reached ¥7.5 trillion (US$31.19 billion) at | 


the end of 1982. Much of the growth was 








accounted for by the increasing use of yen 


by foreign companies to settle imports 


from Japan as well as the expansion of — — 


yen-denominated exports from foreign A 


countries. Foreign banks are also said to 
be using Euroyen in their foreign-cur- 
rency transactions more frequently. 

The MoF will now require Japan- 


plans as well as large transactions — 
of more than ¥5 billion. The minis- 
stry is still concerned about the effect 
of free Euroyen lending on currency 
rates, fearing that it could destabilise. 
foreign-exchange markets. 


the internationalisation of the yen and 
that this new policy on short-term 
Euroyen lending is one aspect of its gen- 
eral direction. 


for short-term yen loans had grown 
rapidly because of the generally lower in- 


which did not come under the control of 
МОЕ restrictions. There was also support 
on this issue from Japanese securities 
companies, which expected greater 
foreign interest in Japanese securities with 
more readily available yen loans. 

It was reported that foreign holdings ac- 
counted for 4.8% of the total outstanding 
in the Tokyo stockmarket as of the end 
(in March) of fiscal 1982. Foreigners had 
been buying into Japanese securities mar- 
kets, including bonds, at an increasing 
rate over the past year, especially after the 
bull market on Wall Street became appa- 
rent last summer. 


terest rates and Japanese banks forfeited — 
much of this business to foreign banks — 


a 


ese banks to report their Euroyen lending — — 


An MoF - 
spokesman, however, said the Japanese — 
Government is committed in principle (© __ 


Much of the pressure for changing põ- — 
licy came from Japanese banks. Demand _ 
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C of the growing schizo- 
phrenic tendencies in the American 
body politic, a mounting rumble of criti- 
cism is being directed against the Japanese 
conduct of industrial policy: as the root 
cause of the problems which vex Japan- 
ese-American. relations. Curiously, this 
attack comes ага бте when there is also 
growing: recognition that the solution to 
the longstérm:strüctural problems of the 
United States economy lies, in part, in the 
adoption of positive industrial adjustment 
policies similarto:those managed so effec- 
tively incJapan.; These policies assure a 
continual shift of resources to ever in- 
creasing wealth-producing :high-technol- 
ogy industries. 

The increasingly virulent. US criticism 
of Japanese industrial policy is at once an 
exercise in self-delusion of the most insidi- 
ous sort and may impair seriously not only 
the relations between the two Pacific al- 
lies, but also further weaken the underpin- 
ings of the General Agreement on Tariffs 
and Trade (Gatt). : 

The structural problems which be- 
leaguer the US economy are, in large part, 
the result of a failure of economic policy to 
anticipate not just the competitive power 
of Japanese industry but the industrialisa- 
tion of East Asia. While major-US multi 
nationals’ and таѕѕ-тегсћапаіѕегѕ have 
correctly perceived this momentous 
change, and many have responded to it 
with investments and sourcing in the re- 
gion, a large cross-section of US industry 
has not. ; : 

There is no policy mechanism in exis- 
tence. capable of transmitting and inter- 
preting the perceptions of multinationals 
and mass-merchandisers which would 
allow US industry, as a whole, to take the 
sort of anticipatory action that would pro- 
duce a rational global strategy. 

Americans now increasingly see them- 
selves as the unwitting victims of competi- 
tive forces which threaten their jobs, or re- 
quire them to conform to.work habits and 
institutional behaviour of other nations — 
and they do not like it. They feel that the 
failure of the economy to keep pace with 
expectations, the growing gap in produc- 
І tivity and the lag in American technology 
| which not so long ago seemed invincible, 
| | must be the result of unfair practices of 
| those who are more successful, 

At the company level the response has 
| | been to petition the government, through 
| | the courts or executive agencies, for reme- 
| dial action in the form of temporary con- 
і 
і 
і 
і 
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trols on imports through higher duties or 
“voluntary” restraints by exporters. The 
results of more than two decades of such 
appeals for protection have been nothing 
short of disastrous for American industry. 
While petitioning firms have more often 
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than not won their battles E 
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| cause for concern. When industrial policy 





in congress, they have lost the war. 

Steel, transistor radios, monochrome 
and colour TVs and more recently cars 
have all been accorded various forms of 
legal and political protection. But in no 
case has that protection resulted ina re- 
vitalisation'óf industry or saved jobs. On 
the contrary, as the dramatic demise of 
transistor-radio production forewarned, 
the resort tó legal and political action has 
consistently hastened the process of de- 
cline. Production. in. some of these pro- 
tected sectors has simply ceased; in others 
it has stagnated, and in still others indi- 
vidual companies survived. only through 
exodus to offshore production sites. 

Seemingly successful imposition of US 
political and commercial. power оп 
Japan's industry and government, to ob- 
tain trade: concessions in а perpetual 
stream of disputes, has resulted in a steady 
erosion of the competitive power of US 
manufactures; a loss of technological ad- 
vantage, and a worsening of the trade ba- 
lance. 


i: the absence of a rational industrial po- 
licy, US negotiators have brought to the 
table a mixed bag of claims and demands 
which, even if fully satisfied by Japanese 
action, would not solve the really critical 
structural problems of the US economy. 
Moreover, some:of the issues that have 
developed into miror crises could not pos- 
sibly be settled through political action, 
and hence should not have been raised at 
all. The result has been to endanger a 
vitally important relationship needlessly, 
engulfing it in a persistent cloud of con- 
flict. i 2 
Given this delicate state of affairs, the 
recent barrage of accusations from US in- 
dustrial and governmental quarters that 
Japanese industrial policy constitutes ап 
unfair trade practice is the ultimate folly. 
One might have hoped that in view of the 
dire need:for shaping a consensus for in- 
dustrial structural: change in the US, Ja- 
panese experience with industrial policy 
would be seen asia valuable object lesson 
for policymakers. in business as well as 
government. Although the most recent 
delegations to visit Japan for discussions 
on this issue listened carefully to Japanese 
views and explanations, there was little 
evidence: that the basic US position has 
changed. | © 

US Secretary vof Commerce Malcolm 
Baldrige did go so‘far as to admit in Tokyo 
recently that every country has the rightto 
determine its.own industrial policies. He 
also recognised that Japan is not the only 
country with an: industrial policy. “But 
when industrial policy reaches out of the 
country — the domestic country — and af- 
fects trade, and our free trading system 
with other countries, then it becomes 








“spin-off benefits” entailed for the private 
industrial sector. The fact that US indus- 


affects market access of other countries to 


tries, and certainly Japan, are unlikely to 
the country involved, it becomes a matter 


subscribe to any arrangement which pre- 





of serious concern." His message: if Japan 
does not mend its ways, the US will seek to 
amend. Gatt to “deal with industrial 
policies that have trade effects." 

Now, to anyone even reasonably well 
versed in the matter, this is prima facie 
nonsense. All industrial countries, plus 
those countries in the process of indus- 
trialising, have ipso facto. industrial 
policies: and those industrial policies, in- 
tentionally or not, have trade effects. 

The need for a rational industrial policy 
as an instrument of economic. develop- 
ment has indeed been a central tenet in 
most Organisation for Economic Coope- 
ration and Development and developing 
countries alike for more than two decades. 
US policymakers have not been unaware 
of these policies. Rather, beginning with 
the Marshall Plan in Europe and continu- 
ing throughout the course of US economic 
aid programmes, the US Government has 
specifically fostered such policies. More- 
over, US policymakers have, for more 
than a decade, actively participated in 
OECD endeavours to encourage the in- 
clusion of anticipatory positive adjust- 
ment measures in the context of industrial 
policies as a solution to. structural 
rigidities. 

The US itself has an industrial policy. 
And to deny this fundamental fact — as 
some government spokesmen have done 
publicly in recent months — hardly lends 
credence to the US position. Albeit irra- 
tional and uncoordinated, and often with 
little regard for efficiency, US industrial 
policy comprises: a familiar set of special 
tax benefits for particular industries; a 
wide array of subsidies and loan guaran- 
tees; a huge and growing defence pro- 
gramme providing numerous benefits for 
military-related industries; exceptions to 
anti-trust legislation granted to others; im- 
port restrictions imposed on cetain types 
of products, and the occasional bail-out 
for companies on the brink of bankruptcy. 


mong the numerous weaknesses of 

this policy, however, is a pervasive 
ambivalence towards it in the business 
world. Although individual firms and spe- 
cific industries readily call upon it for ad 
hoc protection, assistance and contracts, 
businessmen in general and most business 
associations that represent them object to 
government "intervention" in the name of 
rational industrial policy: As long as this 
attitude prevails, the US is condemned to 
an "industrial policy by default" in the 
conduct of which the Department of De- 
fence serves willy-nilly as a surrogate de- 
partment of industry. But the end-result is 
nonetheless an industrial policy with far- 
reaching international trade effects. As a 
matter of record, both the Defence De- 
partment and National, Aeronautical 
Space Administration have as required by 
the congress and public opinion, partially 
justified their budgets rin terms of the 
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trial policy does not deliberately or sys- 
tematically give highest priority to the 
promotion of efficiency, higher product- 
ivity or international competitiveness in 
industry, may be appropriately lamented, 
but cannot serve as an excuse for dis- 
avowal of the policy's existence. 

Brevity of memory and a remarkable 
lack of a sense of history, are, however, 
unfortunately among the inherent charac- 
teristics of that policy. Each new adminis- 
tration begins as if nothing before it really 
matters, if indeed its existence is even 
acknowledged. The fact that. US Tariff 
Code provisions encourage 7 overseas 
transplant of labour-intensive production 
is conveniently overlooked аз irrelevant to 
industrial policy. It has been generally for- 
gotten that in the 1960s US military and 
space programmes were considered by all 


Baldrige: Words of warning. 





OECD countries, including the US, as a 
major reason for the technological gap 
that disadvantaged European industry in 
home and world markets. 

Insisting that the US has no industrial 
policy, and calling upon all other nations 
to curb or abandon the international as- 
pects of theirs, is to retreat from reality 
and abdicate superpower responsibilities. 
Any lesser power might so conduct its af- 
fairs without serious external conse- 
quences, but should the US persist in this 
strategem the results will surely be catas- 
trophic not only for US-Japanese rela- 
tions, but for the already shaky structures 
of international economic and political co- 
operation. 

To press this issue in Gatt, the existence 
of which is tenuous at best, would almost 
certainly be the undoing of the present 
system of world trade. European coun- 










cludes the use of industrial policies consi- 
dered to be just as vital to their national 
security as military and space programmes 
are to the security of the US. 


В: making an example of Japan in this 
onslaught on industrial policy, present 
American efforts to strengthen coopera- 
tion in defence and high-technology in the 
Pacific would also be seriously jeopar- 
dised. In the interest of common purpose, 
Japanese industrial policy should be 
understood for what it is. In its tenets, 
goals and instruments it is not remarkably 
different from that of other advanced in- 
dustrial countries, Indeed, when Ameri- 
can officials are pressed to explain their 
charges, they confess with dejection that 
what concerns them is not so much that 
Japan has an industrial policy, but that it is 
successful. 

The explanation of the effectiveness of 
Japanese industrial policy is not to be 
found in the extent of government inter- 
vention in the economy, or the much 
vaunted omnipotence of the Ministry of 
International Trade and Industry. The 
evidence suggests that the Japanese Gov- 
ernment intervenes less in the mar- 
ketplace than governments of other indus- 
trial democracies. One of the most re- 
markable features of Japanese industrial 
policy is precisely the small size of the 
bureaucracy involved in its formulation 
and administration. 

The hallmark of this bureaucracy is 
quality. Unlike its American counterpart, 
the bureaucracy in Japan has won the re- 
spect not only of political leaders, many of 
whom came from its ranks, but of the busi- 
ness community and the public in general. 
These chosen few are selected from the 
elite of the best universities in Japan and 
manifest an exemplary understanding of 
their role as catalysts of national consen- 
sus. | 

Post-war Japanese industrial policy has 
required less government invention pre- 
cisely because it is rational, providing use- 
ful guidelines for structural change which 
enables management and labour alike to 
adjust to the dynamic shifts in compara- 
tive advantage and the momentum of 
technological advance. Ultimately, Ja- 
panese industrial policy is dependent on 
private enterprise for its implementation. 
Hence, the success of that policy is as 
much dependent on the quality and 
strength of enterprises as on the compe- 
tence of the bureaucracy. 

Instead of trying to learn from the Ja- 
panese system, the US is trying to con- 
demn it and use it as a scapegoat for 
domestic ills. Ideological imagination that 
condemns rational industrial policies, 
especially blaming those that are most suce 
cessful, is not the equipment needed to re- 
solve the problems which currently beset 
the industrial democracies and the global 
trading system. . u 
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No interest іп lending 


Islamic banking comes to Bang 


ladesh — bringing 


with it the principle of profit-sharing 


By S. Kamaluddin 

Dhaka: With the setting up of the Islamic 
Bank of Bangladesh (IBBL), a joint ven- 
ture with 70% Arab equity, the concept of 
interest-free banking based. on Islamic 
Shariah law has become an accepted part 
of the country’s banking system. 

The Bangladesh Bank (the central 
bank) had to take special measures to 
allow for the admission of the sponsors’ 
applications for establishment of an іп- 
terest-free bank based on profit sharing. 
When the government decided to permit 
banks to operate in the private sector, it 
did not anticipate the emergence of an Is- 
lamic bank in the country. So, though the 
first Islamic bank has become operational 
within the existing framework of company 
law and the banking ordinance, these laws 
have had to be amended to accommodate 
the new concept of banking. 

The 13 Arab sponsors of the bank — 11 
banking institutions and government 
agencies and two individuals — have re- 
tained 70% of the equity while 23 
Bangladesh sponsors, four institutions 
and 19 individuals, have subscribed 
15%. The central bank has subscribed 5% 
equity on behalf of the government and 
the remaining 10% will be offered for pub- 
lic subscription. 

The list of Arab sponsors makes in- 
teresting reading. They are former Saudi 
minister for commerce Sheikh Ahmed 
Salah Jamjoom (he has subscribed 2,297 
Shares of Taka 1,000 [US$39] each), 
former Saudi ambassador to Bangladesh 
and the present assistant secretary-gen- 
eral of the Organisation of Islamic Coun- 
tries, Sheikh Fouad Abdulhameed Al- 
Khateeb (2,297), the Kuwait Finance 
House (4,202), Jordan Islamic Bank 
(2,828), Islamic Exchange Corp., Qatar 
(2,152), Bahrain Islamic Bank (500), Is- 
lamic Banking System International 
Holding, Luxembourg (574), Al-Rajhi 
Co., Riyadh (22,979), Dubai Islamic 
Bank (681), the Public Institute for Social 
Security, Kuwait (5,170), Ministry of 
Waqf and Islamic Affairs, Kuwait (3,446), 
Ministry of Justice, Kuwait (2,872), and 
Islamic Development Bank, Jeddah 
(6.002). 

According to Mohammad Abdur Raz- 
zak Lashkar, chairman of the IBBL, the 
two Saudi individual promoters, Jamjoom 
and Al-Kahteeb, and chairman of Kuwait 
Finance House Ahmed Bazie Al-Yaseen 
were instrumental in establishing contacts 
between the Middle East financiers and 
the Bangladeshi sponsors. 

The Bangladeshi list of 23 sponsors is 
headed by Lashkar (470 shares) and in- 
clude four institutions — IBN Sina Trust 
(475), Bangladesh Islamic Centre (475), 
Islamic Economic Research Bureau (475) 


56 





and Baitush Sharaf Foundation (1,000) 

Mohammad Khaled, former deputy 
governor of the Bangladesh Bank and ad- 
viser to the IBBL told the REVIEW that 
there will be no manpower problems run- 
ning the bank according to the dictates of 
shariah. The Bangladesh Islamic Bankers 
Association has already trained 350 offic- 
ers from various banks plus some 50 
others including chartered accountants. 
These personnel will now train others. 

Khaled added that arrangements are 
being made with other commercial banks 
to have interest-free call-loan facilities 
with them on a reciprocal basis. "Islamic 
banking has become a viable proposition 
in Bangladesh," Khaled asserted with 
confidence. 

He said that two foreign banks — 





Grindlays and American Express — have 
agreed to route the IBBL's overseas deal- 
ing. They have also agreed that, from the 
negotiation of documents until their re- 
tirement, no interest will be charged for 
local clients. Although this is an ad-hoc ar- 
rangement, the fact that these foreign 
banks have agreed to it on an experimen- 
tal basis proves the potential of the new 
system. The foreign banks have asked the 
Islamic Bankers Association to train some 
of their own officials in Islamic banking. 

IBBL has already formed a 10-member 
shariah board, consisting of eminent fig- 
ures with knowledge in Islamic jurispru- 
dence to guide the functioning of the 
bank. 


A the moment IBBL is taking only cur- 
rent-account deposits, though when 
its new premises are ready and formally 
opened in July in the heart of Dhaka's 
banking district — the Motijheel commer- 
cial area — other forms of deposit, includ- 


— — 


ing savings and investment deposits, with 
or without authorisation, will be accepted. 

Deposits with authorisation in effect 
means fixed deposits for a specified 
period. The fund is invested as per Islamic 
modarba (profit sharing) and the bank 
credits shares of actual profits to the in- 
vested account, as decided by the board. 
Investment deposits without authorisa- 
tion means the customer chooses a parti- 
cular project for investment. 

The IBBL is likely to open nine other 
branches in various parts of the country 
this year aiming to provide banking 
facilities to a larger number of people. 
Within weeks of the opening of the new 
bank in April, nearly Taka 30 million was 
deposited, even though no full banking 
service is yet in operation. 

Meanwhile, Bangladesh'ssix nationalis- 
ed banks have been asked by the govern- 
ment to open a separate branch in every 
major city and town specialising in in- 
terest-free banking. 

And, the well-known Islamic banking 
group, Dar Al-Maal Al-Islami (DMI) has 
offered to establish three financial institu- 
tions based on shariah principles — DMI 
is a Bahamas-registered trust, acting as a 
holding company for a wide range of Is- 
lamic institutions 
(REVIEW, July 31, 
`81). It is known to 
be managed by 
Dar Al-Maal Al- 
Islam, a Geneva- 
based joint-stock 
company. |. DMI 
will set up here 
one Islamic bank 
(with US$20 mil- 
lion paid-up capi- 
tal), an Islamic in- 


vestment com- 
pany (with US$10 
million capital) 


and an Islamic in- 
surance company, 
also with US$10 
million capital. It 
has offered to re- 
tain controlling 
51% stakes in these institutions and will 
dominate their management. 

The Bangladesh Bank has accepted the 
proposals in principle and recommended 
Finance Ministry approval. Once the gov- 
ernment agrees, Prince Mohammad Al- 
Faisal Al-Saud, the sponsor of the DMI 
group, along with his chief executive Ib- 
rahim Mostafa Kamel, will visit Dhaka to 
place the proposals formally. The DMI 
group has offered a similar package to 
Pakistan and Islamabad is known to have 
given the green light. According to one Is- 
lamic banker, DMI intends to establish Is- 
lamic financial institutions in all the Mus- 
lim countries and also in countries where a 
sizable Muslim community lives. 

In the event of the government giving 
the go-ahead to DMI to set up the three 
proposed institutions, coupled with the 
Opening of interest-free banking branches 
by the nationalised banks, a totally new 
situation will have developed in the coun- 
try's banking arena. 
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»To put one’s © 
thoughts into action 


is the most 
difficult thing 
in the world.« 


- Johann Wolfgang von Goethe ~ 


The ability to make good ideas a 
practical reality has helped establish 
Commerzbank as a symbol of quality 
in all major areas of commercial bank- 
ing. All over the world. 

For immediate access to global 
capabilities built up over a century of 
international activity, ask a Commerz- 
banker. 
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Our pioneering spirit cont 


With the introduction of our new 
non-stop service between Bangkok and 
Frankfurt, our reputation for establishing 
non-stop routes around the world contin- 
ues unabated. 

It all started with our non-stop route 
between Bangkok and Copenhagen. 
Then came our non-stop service to 


Rome and Athens. Of course, flying non- 
stop not only means a faster journey, it is 
also a good nights sleep without the usual 
stops en route. 

Our magnificent 7475 offer unparallel- 
ed comfort in all sections. 

Our charming and attentive cabin crew 
offer unparalleled service. 






iues non-stop. 


So whether you are reclining on a 
slumberseat in First Class, savouring our new 
Royal Executive Class, or simply enjoying 
the relaxed atmosphere in Economy you'll 
appreciate our new non-stop service to 
Frankfurt. Particularly if 


you ve got a non-stop 4 | Ti A 
appetite. 24 hai 
| | Smooth as silk 
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happen to raise the 
already exceptional 
standards 

at the top end 

of the car market? 


The introduction of 
the new 
BMW 7-Series. 


A few years ago, when cars had to be 
big to be beautiful, BMW proved with 
the introduction of the 7-Series that 
the conventional idea of a top-class 
car, based on sheer size and super- 
fluous exaggeration, was completely 
outdated. 

This new concept of a luxury car was 
immediately successful and applauded 
by really demanding drivers all over 
the world. 

Because, without making any com- 
promise in performance, safety or 
comfort, it combined typical BMW 
dynamism with a unique, selfconfi- 
dent air derived from functional and 
unobtrusive design elegance. 


Now with the launch of the 7-Series, 
BMW goes yet another step further. 

It is, and always has been, our belief 
that a truly exclusive car must always 
offer more than an outwardly impres- 
sive appearance: namely, all the 


modern technologies which progress 
has to offer. 

The record shows that BMW has 
invested more than anybody else in 
the technological development of the 
luxury Car. 

For example, as far back as 1979 BMW 
introduced the world’s first computer- 
controlled production engine. 

Never before had a standard produc- 
tion engine performed so efficiently in 
terms of improved performance, 

fuel economy, and reduced exhaust 
emissions. 


The new BMW 7-Series. 

Exclusivity through outstanding inno- 
vations. And not just for its own sake. 
For many years, the » Made in Germany« 
label has stood for exceptional 
engineering achievements in motoring 
safety, comfort and quality. 

The large, new BMW extends all these 
by a decisive and genuinely exclusive 





dimension: advanced technology, 
which you won't find on any other car. 
The latest proof: the innovations in 
the new 7-Series. 

For instance, take Digital Motor 
Electronics, which achieve a new level 
of intelligent control of the 6-cylinder, 
fuel-injection engine. It improves per- 
formance and atthe same time 
dramatically reduces consumption, 
thereby questioning the thinking 
behind all other big engines. 

For instance, take roadholding and 
handling, where a new rear axle gives 
you even greater driving safety and 
security. 

Take the new 4-speed automatic 
transmission, which gives you genuine 
overdrive economy with an accel- 
eration performance, which belies all 
the old prejudices about automatic 
cars. Ог take the numerous improve- 
ments tothe already unrivalled quality 
of the interior fittings. 


These includethe most modern cockpit 
technologies and instrumentation to 


increase reliability, comfort and safety. 


These are just a few of the examples 
which underline that, with the 

new BMW 7-Series, yet another stage 
of development has been reached in 
top-class motoring. 

So if you're looking not just for 

the best, but the very best, 

choose a car which guarantees 

that progress won't leave you trailing 
behind. 

A word with your BMW dealer will give 
you all the other convincing arguments 
you need. 

Model and equipment availability in the 


BMW international range may vary from country to 
country. 


Japan: 

BMW Japan Corp., 12-24-4 Chome Nishiazabu, 
Minato-ku, Tokyo 106, Tel.: (03) 499-6811 

Hong Kong: 

BMW Concessionaires (H.K.) Ltd., 61-63 A, Waterloo 
Road, Kowloon, Tel.: 3-7145271-5 





Indonesia: 

P. T. Tjahja Sakti Motor Corp., JI. Cikini Raya 70, 
Jakarta Pusat, Tel.: 33 2913/321375 

Malaysia: 

BMW Concessionaires (M) Sdn. Bhd., 42, 42-1, Jalan 
Sultan Ismail, Kuala Lumpur 05-12, Tel.: 413181 
Singapore: 

Performance Motors Ltd., 475, Tanglin Halt Road, 
Singapore 0314, Tel.: 6387 88 

Brunei: 

Performance Company Ltd., No. 1 Bangunan Gadong 
Properties, P. O. Box 2394, Jalan Gadong Bandar 
Seri Begawan, Tel.: 20383 

Taiwan: 

Pan German Motors Ltd., 349, Tun-hua North Road, 
Taipei, R.O.C., Tel.: (02) 7813 101/75 10173 

Thailand: 

Continental Auto Centre Co., Ltd., 6 Rongmuang 
Soi 5, Bangkok 5, P. O. Box 5/210, Tel.: 214-2521-7 
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The ability to rise above 
the commonplace is essential in 
a complex world. 


The South China Morning Post 
gives the overview so necessary to 
separate the meaningful from 

the mundane. 


Everyday 186,000 of Hong Kong’s 
most thoughtful people turn to 

the Post as the single most 
authoritative source of local, 
regional, and international news. 


There’s simply no better 
vantage point. 


South China Morning Post 


WE MEAN THE WORLD TO HONG KONG. 
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For further information about advertising please write: Mr. Bryan Robinson, Advertising Manager, South China Morning Post, 
G.P.O. Box 47, Hong Kong, or phone 5-620161 
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© THIS week's column nearly got over- 
taken by a happy event. There was 
Shroff mulling over the potential advan- 
tages to shareholders of — to coin an 
Americanism, deconglomeratisation — 
when Jardine Matheson announces that 
it is selling its 51% stake in Rennies Con- 
solidated Holdings of South Africa. 

If Jardine wants to find a good reason 
for the salé other than admitting that it is 
hard up for cash and needs urgently to 
reduce its debt burden. i it might do worse 
than claim to be in the forefront of the 
anti-synergy movement. (Except that 
such logic could lead to Jardine's total 
dismemberment.) Remember the days 
of synergy, when, two plus two equalled 
five? 

Of course, the rithmetical alchemy 
did work temporarily. when smart con- 
glomerateurs bought undervalued assets 
with overvalued paper. But now it seems 
the smart money is moving the other 
way. The anti-conglot | theme was 
| recently spotlighted in ted States 
when a group of share attempted 
| to dismember Trans гр. on the 
| grounds that, as 
constituent parts. (air 
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catering) would be valued. at twice the - 


price of the conglomerate. For now, the 
dissident group has lostthe proxy battle. 
But they did make a mark. They co- 
gently argued that а conglomerate was 
disadvantaged by the st arket which 
wanted clear-cut indast 
Taking the dissident gr 
а step further, it is relatively easy to see 
that in the longer.term managers manage 
not primarily for the benefit of employ- 
.ees and even less for the benefit of 










shareholders, but for the benefit of the . 


continuity of management. By defini- 
: tion,-a-conglomerate is more stable than 
га One-industry company and can offer 
móre' secure employment prospects, at 
least to management. It is also less capa- 
ble.of dynamic growth. . 
This. argument. applies as much to 
family-based conglomerates as to ones 
* where managers and owners are entirely 
` separate. Thus it. could be argued that 
Jardine has only survived for 151 years 
because it has long been a conglomerate. 
Ithas prospered enough to keep the Kes- 
wick family happy enough, and powerful 
enough. But not-to: give much pleasure 
to shareholders who have seen one-pro- 
duct, one-country firms — notably in 
this case Hongkong property and fi- 
nance — outperform them by miles. 

In the 1970s, Jardine went for geogra- 
phical as well as product diversification. 
But most of the moves have been singu- 
larly ill-timed. It.bought into Britain in 
1973 + (Reunion. Properties), then 
Hawaii, the Philippines (Theo H. 


* entities, its i 


p sargüment . 





Davies), South Africa (Rennies) and the 
Middle East (in TTI, part of the Olayan 
group). The retreat started with the sale 
of Reunion three years ago. There was 
the little-noticed disposal.last. year for 
HK$160 million (05822.5: EUIS); of 
25% of its TTI stake. Sr 

Now comes the Rennies: sale, which 
will net Jardines: someHK$1.3 billion. 
To a degree, this saleis.fotice majeure to 
reduce the crippling burden of debt itin- 
curred to protect.the dynasty — but not 
its own shareholders 4 by:buying effec- 
tive control of Hongkong Land.: The 
conglomerate: had become: extended 
geographically, to provide:a broad earn- 
ings spread, reducing risks all round. But 
they became vulnerable to a threat 
which had not been perceived — take- 
over. So again outside shareholders suf- 
fered for the dynasty and management. 

Selling Rennies may be a direct conse- 
quence of the change of managing ditec- 
tor as. well as the financial position — 
David Newbigging's first major act was 
to buy Rennies, his successor Simon 
Keswick's has been to sell it. 

But if the price received is anything to 
go by, movement away from the con- 
glomerate pfinciple is profitable: Most 
of the Rennies holding has been sold for 


R 18.25 (US$16.66) á share compared 


witha pre-announcement price of R 10.5. 


The price of the 25% rump of Rennies. 


which will: remain in public hands is ex- 


¿pected to stay well above R 10. As the: 


buyer of Rennies is a life-assurance com- 
pany — rather than another aspiring 
conglomerate — one can only conclude 
that the difference between R 10 and 


R 18 is a reflection of the discount ac- 


corded to being part of a foreign-control- 
led conglomerate. 

What is good for Rennies sharehold- 
ers also looks like being good for Jar- 
dine -— much though shareholders 
would have preferred to see Jardine buy- 
ing Hongkong assets at today's prices 
rather having to use the cash to pay off 
loans incurred buying Land shares at 
yesterday's inflated values. Assuming all 
the proceeds of the sale are used to re- 
duce term. debt, the Jardine balance- 
sheet would -alter roughly as follows: 
total book assets would decline by 
HK$1.05 billion to HK$12.4 billion; net 
assets would rise by HK$400 million to 
HK$7 billion and term debt (including 
HK$300 million of Rennies own) would 
fall by HK$1.6 billion to HK$3.5 billion. 
Thus the ratio of group term debt to 
equity would fall from 81% to 49%. 

In the short term, at least, earnings 
too will benefit as interest costs should 
fall by some HK$160 million, more than 
offsetting Rennies’ HK$100 тіШоп соп- 
tribution to group profit after. tax 





ава is linked to bank TT rates, spreads 



































































and minorities. a HK$708 million, 


come quite Proin so-called ‘cure 
ng absurd warn- 
ivities and threa 
ing them with:dire: 


been reported tliatcup.tc 
has been spent by the.exchia e fund to 
“teach speculators à le ; 
course no way of knowi 
correct. However, if: 
such large amount 
reserves had been expended 
lessly — and perhaps t 5 
of the authórities by sho 
were “right” andthe sel 
kong dollars wrong — they w 
fit guardians of public funds. 
.Fear of the market forces: ] 
Hongkong is supposed to thrive i: 
hind official reluctance to let à 
kong dollar contract be included in the 
proposed financial futures trading. (I 
fact, one can already trade Hongko 
currency futures forward on margin vi 
certain commodity brokers, which 
proves the. demand is there, even 
though, because the market i is unofficial 


are wide.) 

Hongkong's copycat commodity fi 
tures markets-have not been a succes: 
Gold and cotton: flopped altogether, 
soyabeans is just an extension of Tokyo, 
and sugar.trading is modest. AS a result 
of this dismal experience one might have. 
thought Hongkong would now offer 
contract, such as Hongkong dollars 
which does not exist elsewhere. A pro 
osed copycat market for hedging dollars 
against yen, Deutschemark and others. 
may well succeed, despite competition 
from Singapore, because of the large size. 
of the existing forex market in Hong- 
kong. But why are the, authorities so 
fearful of letting the Hongkong dollar be 
likewise traded? 
e IS it an honour for the man, his ac- 
complishments or acknowledgment 
the grim tasks ahead? Shroff notes with 
caution the elevation of Hongkong's Fi- 
nancial Secretary John Bremridge tó 
title of Sir. Maybe the magic of the titl 
will drive away all the venomous cur- 
rency speculators from Hongkong. And 
capitalist exploitation can finally yield to. 
the all-embracing wisdom of the Anglo- 
Confucian bureaucracy. (PS: If short- 
sellers of the Hongkong dollar are sœ « 
evil, will those with long positions in the 
currency get a medal in the next hon- : 
our's list? Or should they simply take 
long vacat d 
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Keppel takes over 


The government-controlled da ica plans to buy a major 


stake in Straits Steamship from 


By V. G. Kulkarni 
Singapore: The stage is set for the biggest 
corporate takeover in Singapore's history. 
Government-controlled Keppel Shipyard 
announced on June 17 that it had agreed 
to purchase from the London-based ship- 
ping giant, Ocean Transport and Trading 
(OTT), its 58% interest in Straits Steam- 
ship Co., incorporated in Singapore. The 
cash purchase of 145.3 million OTT shares 
in Straits Steamship at S$1.98 (94 US 
cents) each will cost.Keppel $$287.4 mil- 
lion and places a value on the shipping 
company of nearly S$500 million in total. 
OTT's shareholders are due to meet in 
London on July 20 to vote on their direc- 
tors' recommendation to sell, but analysts 
do not foresee any obstacles to the deal 
going through. In that event, under the 


DA 


Singapore takeover code, Keppel will 
have to make a general offer for all Straits 
Steamship’s outstanding shares — 250.5 
million units — at a total price tag of S$496 
million. But Keppel may not have to fork 
out that much because most of the minor- 
ity interests may want to hold on to their 
Straits Steamship shares, according to 
market sources. On the day of the an- 
nouncement, Straits Steamship shares 
closed at S$2.33, or 35 S cents higher than 
the Keppel offer. 

In the wake of rumours of a possible 
takeover, the share price of Straits Steam- 
ship firmed in recent weeks and some in- 
vestors are probably still awaiting a better 
offer from Keppel if it wants to gain 100% 
control. But sources in Keppel seem quite 
happy with only majority control, which 
would entail a smaller cash outlay unless 
there were a counter-bid by another in- 
terested party. Then it would presumably 
raise the stakes itself. 

There was some short-lived speculation 
among brokers that a counter-offer might 


64 


ritain’s OTT 


come from the stable of United Overseas 
Bank (UOB) and Haw Par Brothers. 
There has been no comment from UOB 
chairman Wee Cho Yaw, who also heads 
Haw Par and significantly is also chairman 
of Straits Steamship. Wee, together with a 
nominee company of the bank, UOB 
Nominees, and Tye Hua Nominees (an as- 
sociate company) held 22.76 million 
Straits Steamship shares or 9.1% of the 
total at the end of 1982. 

While it is not beyond the capability of 
UOB-Haw Par to make a bid, it is thought 
unlikely because Haw Par got out of the 
marine industry in recent years and is un- 
likely to want to re-enter when the cyclical 
shipping business is still depressed. Some 
brokers say the UOB camp has unloaded a 


> == ' 
гї stated the group’s intention to diver- 
at 40% 


sify so that up to of its earnings would 
come from non-marine sources. The OTT 
management approached Keppel at the 
beginning of May, according to Tay Kim 
Kah, Keppel's finance director. Keppel 
retained merchant bankers Jardine Flem- 
ing (Singapore) to advise on the deal, with 
London-based Baring Brothers advising 
OTT. 

After weeks of initial negotiations and 
mulling over the sums involved, a three- 
man team of Keppel directors including 
Tay, group managing director Chua Chor 
Teck and another director, Ng Tee Geok, 
visited London to clinch the deal. 

Keppel’s announcement seemed to 
have taken most of the senior manage- 
ment at Straits Steamship by surprise. The 
day after the announcement, the Straits 
Times newspaper quoted one of them as 
saying: “We are the victims; what can we 
say?” And two days before the news be- 
came public, Richard Stevens, chief exe- 
cutive officer of Straits Steamship, told 
the Singapore Monitor that a takeover by 


Keppel was unlikely. 
A statement put out by the company 
through its public relations officer 


Keppel Shipyard bids for Straits Steamship 
E Keppel Shipyard; The Singapore Monitor disclosure: surprise move. 


large amount of Straits Steamship shares 
in recent weeks in order to take advantage 
of the firm price. 


I: is not known whether OTT had ap- 
proached Wee or the UOB camp before 
it decided to sell its interest in Straits 
Steamship. But it is common knowledge 
that OTT, a highly geared company, must 
have felt vulnerable in view of the take- 
over battle in London between property 
group Trafalgar House and shipping com- 
pany P & O. Although Straits Steamship is 
a profitable company — last year's profits 
stood at $$22.7 million — OTT does not 
have the staying power to weather the cur- 
rent slump in shipping, analysts here say. 
"Instead of being a sitting duck for a take- 
over, OTT must have decided to take the 
cash to strengthen its position," said one 
merchant banker. 

Keppel, meanwhile — itself a quoted 
company with 7196 of its shares held by 
the government — has been in the market 
looking for good buys. Its last annual re- 





made the point that *Keppel is looking 
for continuity of both operations and man- 
agement" at Straits Steamship. Apart 
from certain inevitable changes on the 
board of Straits Steamship in the event of 
the takeover, the company is likely to be 
assured of continuity in operations and 
management by its future parent. “It is not 
an ailing company which needs any re- 
structuring," one analyst remarked. 

Keppel's reasons for wanting to gain 
control of Straits Steamship as explained 
by Tay were that in the shipping field 
Straits Steamship's activities are com- 
plementary and in the other fields they 
break new ground for Keppel. In the 
marine industry, Keppel is heavily in- 
volved in shipbuilding and repairs while 
Straits Steamship has coastal shipping — 
26 vessels totalling 63,175 dwt used mainly 
on regional routes — as well as container 
operations. In addition to diversification, 
Keppel also gets a large chunk of capitve 
ship-repair business from its prospective 
subsidiary. 
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A second attraction of Straits Steamship 
is its engineering and oilfields-services divi- 
sion which has joint ventures with British, 
Australian and American firms with oper- 
ations throughout the Southeast Asian re- 
gion, Of lesser magnitude, but new to 
Keppel, are Straits Steamship's activities 
in data processing, food, transportation 
and the travel business. 

The most highly publicised attraction, 
however, is Keppel's entry into the prop- 
erty field via the takeover. Keppel will 
gain à lucrative property portfolio includ- 
ing the prestigious Ocean Building, Bukit 
Timah Plaza, Keppel House, Sanford 
Building and Cluny Hill Estate — all in 
Singapore — which last year accounted 
for a net profit of $$7.95 million. The cur- 
rent market value of Ocean Building 
alone is about $$400 million. Tay's expla- 
nation left no doubt that Keppel wanted to 
diversify into the property field but had so 
far been unable to'do so: ! 


eppel's diversification since 1982 has 

mainly been in ‘the financial services 
sector. It owns a small bank in Cayman Is- 
lands called KEP Corp: and a finance 
company, Shing Loong Credit, and has a 
39% stake in Solid Pacific, a finance com- 
pany in Hongkong. It has a 51% interest in 
a money brokerage, KT-Forex, and a 10% 
stake in Asia Commercial Bank. Keppelis 
also teaming up with MBF Holdings and 
the Post Office Savings Bank in Singapore 
to buy an insurance firm from the Haw Par 
group. L 
The acquisition @f Straits Steamship's 
property portfolio has a further advantage 
for Keppel: almosgjall the properties are 
fully let and earning income and no major 
development and ing Costs are envis- 
aged in the coming year or two. 

Assuming Keppel did acquire 100% of 
Straits Steamship, the combined entity 
would have gross assets of S$2 billion, 
making it the largest-industrial (meaning 
non-banking) company on the Singapore 
Stock Exchange. _. 

Keppel plans to finance the acquisition 
from internal resources and with some 
borrowing. Its net cash assets at the end of 
1982 were S$219.7 million; The govern- 
ment-backed group could also borrow 
short-term funds ‘from banks. Some 
sources say that the: Keppel group's first 
half-yearly earnings this: year may well 
bring the liquid resources close to the 
$$287.4 million needed for a 58% interest 
in Straits Steamshipd « 

While cash may be available for the pur- 
chase, some sources question whether it is 
not too high a price.to pay for the acquisi- 
tion of Straits Steamship, which analysts 
say could show a net profit of S$28 million 
this year against $$22.7 million in 1982. 
Keppel's offer is only fractionally above 
Straits Steamship's net asset value (S$1.92 
a share) though on an earnings basis — the 
exit price/earnings ratio is around 24 — it 
looks fairly generous. Keppel's long-term 
view appears to be that it is advisable to 
buy a shipping company. when the busi- 
ness is in the doldrums, not to mention the 
lure of getting a share of the property busi- 
ness. 
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ating slips a notch 
South Korea, facing a big current-account deficit, 
is succeeding in securing more long-term financing 


By Reginald Child 

Seoul: A syndi- [7777 
cated : loan of 
US$300 million for 
South Korea’s Ex- 
port-Import Bank 
was signed in Paris 
on June 14. This is 
the second major 


syndicated loan’ 
for a South Ko- 
rean bank this 


year; the first was 
for a US$500 mil- 
lion loan to the 
Korean Exchange 
Bank (KEB) con- 
cluded last Aprilin 
Hongkong. 

Participating in 
the loan to the 
Ex-Im Bank are 40 
major international banks, including 12 
from the United States and 11 from Japan. 
Proceeds, which represent a net addition 
to South Korea's external debt, are to be 
used. to support the financing activities of 
Ex-Im Вайк, which like similar institu- 
tions in other countries, mainly extends 
credit (both buyer.and seller) on favoura- 
ble terms to support the nation's export 
activities. For instance, agreement was 
reached earlier this month on a buyer 
credit of US$22 million for the British 
shipping firm of Furness Withy to pur- 
chase a container vessel from Hyundai 
Corp. 

With South Korea increasingly involved 
in the export of bulk items, such as ships, 
plant and-machinery, foreign-exchange 
needed to cover exports on credit this year 
may reach US$1.5 billion. Together with 
the need to cover a projected current-ac- 
count deficit of some US$2 billion, servic- 
ing costs for existing debts of US$2.5 bil- 
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"^ 
Hyundai shipyard: support 


for exports. 


lion, and an increase of foreign-exchange 
reserves of US$300 million, foreign capi- 
tal requirements for 1983 are projected at 
around US$6.3 billion. 

Efforts to meet these requirements 
pear broadly on target. The US$800 mil- 
lion from the two syndicated loans so far 
represents half the US$1.6 billion targeted 
to be borrowed by South Korean banks. 
By September-October, the Korea Deve- 
lopment Bank (KDB) will probably 
finalise a US$500 million syndicated loan. 
Smaller borrowings (such as yen loans, 
floating rate notes and certificates of depo- 
sit) will make up the rest of planned bor- 
rowings. 

South Korean banks, especially the 
KDB and KEB, have acted in the past as 
front-line fund raisers subsequently on- 
lending proceeds to commercial borrow- 
ers which did not enjoy similar ratings in 
the markets. However, with more South 
Korean names now gaining recognition, 
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USS1 billion for this year. 


A target of US$1.7 billion in the form of. 


public loans from the World Bank, other 
international and regional development 
agencies, and foreign governments, is now 
expected to be surpassed by US$200 mil- 
lion, with agreements finalised, or there- 
about, for US$1.14 billion so far this year. 
This move would be in line with an Inter- 
national Monetary Fund recommendation 
to switch to longer-term borrowings. 

The remainder ,of the, US$6.3 billion 
originally projected;:requirement was 


planned to be met by.direct investment їп-` 


flows of US$200 million, other long-term 
funds of US$400 million, and short-term 
capital inflows of US$1.4 billion. An IMF 


standby loan equivalent to US$620 million 


for the remainder of this. year, and for 
1984, will be signed soon. 


peo 
Korea's debt strategy and creditworthi- 
ness is reflected in banks’ willingness to 
participate in the syndications. However 
South Korca has had to accept some stiffer 
terms. The Ex-Im Bank loan for eight 
years, with three-year grace, carries a split 
spread of 0.75% over the London inter- 
bank offered rate (Libor) for the first four, 
and 0.875% for the second. The earlier 
KEB loan, also over cight years, but with 


four-years grace, involved а US$250 mil- 


lion tranche at Libor plus 0.625%, and 
US$250 million at US prime plus 0.2%. 
Terms of the US$300 million Libor por- 
lion of a similar eight-year, US$500 mil- 
lion loan to KEB in 1982 involved Libor 
plus 0.375% for two years and Libor plus 
0.5% thereafter. 

. Asaresult of this year's net borrowings, 
total external debt outstanding in all 
forms, which amounted to US$37.2 billion 
at end-1982, is projected to be US$40.9 
billion by end-1983, representing 57% of 
expected gross national product. South 
Korea's planners now put requirements 
up to 1986 at US$5-6 billion annually, and 
pushing external debt outstanding to 
US$49 billion in that year, compared with 
an original projection in the 1982-86 five 
year plan of US$64.5 billion. Thereafter 
an improved current-account position is 
anticipated to result in net reductions in 
debt. 

The more important debt service ratio 
for medium- and long-term debt is pro- 
jected at 14.2% for 1983 — 19.2% if short- 
term debt is included — and to 13.796 
(and 17.9% respectively) by 1986. One 
difficulty behind such projections is the 
uncertainty regarding future export ex- 
pansion. Export recovery has so far been 
below expectations with the amount for 
the first five months up by only some 2% 
(in nominal US dollar terms) over the 
comparable 1982 period. A current-ac- 
count deficit of some US$900 million for 
the first quarter was partly cut back in 
April, to a provisional US$720 million for 
the first four months. Gold and foreign- 
exchange reserves had fallen by US$1 bil- 
lion from end-1982 to a US$5.9 billion 
provisional figure for end-A pril. 


satisfaction with South 
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A three-way split 
A scheme to convert the government-owned DBP into 
a wholesale bank takes some interesting twists 


By Guy Sacerdoti | 
Manila: Plans to convert the government- 
owned Development Bank of the Philip- 
pines (DBP) into; а wholesale. bank 
(REVIEW, Mar. 31) have hit some serious 
snags. but .this;has.not weakened the re- 
solve. of the monetary. authorities to re- 
vamp the deeply.txoubled banking giant. It 
may be split into;three banks. DBP is sad- 
dled with some 200 insolvent industrial ac- 
counts (representing about 85 firms now 
under .the,.bank's&;management), more 
than 100,000.agricultural loans badly in ar- 
rears and insufficient liquidity to service 
local and foreign debt while continuing its 
role as a development institution, 

In the light of all.this, DBP has inten- 
sified attempts àt selling. back to the pri- 
vate sector its acquired assets, while seek- 


took their business elsewhere. Without a 
commercial. banking. licence, DBP is 
unable to do (profitable) letter-of-credit 
and other fee-based business, or maintain 
the large deposits industrial clients need. 
So DBP was. left with the stragglers and 
those which simply could not repay. 

It was proposed that ОВР be con- 
verted into a wholesale bank and be given 
a universal-banking licence, allowing it to 
carry on fee business, hold deposits and 
corporate equity. And its retail branch 
network, largely involved with agricul- 
tural credits..and some: of its small and 
medium-scale ;projects (about P9 billion 
or US$900.million), would be sold or 
transferred to (the. government's Philip- 
pine National Bank, (PNB) in exchange 


Development Bank of the Philippines: an ailing giant. 


ing ways to restructure so as to increase its 
own fund generation. 

DBP chairman Cesar Zalamea, who 
was given the job of reorganising the bank 
in mid-1981, said publication of DBP's 
troubles earlier this year (REVIEW, Feb. 
17) led to apprehension particularly 
among the bank's short-term creditors. 
But at the same time, it hastened the re- 
solve to redefine and rationalise DBP's 
structure and functions. \ 

The original idea was to convert DBP 
into a largely industrial-wholesale bank. 
Involved in the financing of restructuring 
in textiles and cement industries, provid- 
ing funds for agricultural development 
and small and medium-scale projects 
(such as housing, hospitals, schools and 
handicrafts), DBP found itself relending 
its funds to clients requiring long periods 
before profits could be realised. 

Meanwhile, more profitable companies 
rapidly . found their banking needs 
broadened to include services only large 
commercial banks could provide, and 





for some of PNB's industrial accounts. 
This sounded, good in theory. It would 
have helped rationalise the government's 
own financial system, doing away with 
some of the overlapping functions of the 
banks, while maintaining DBP's develop- 
ment role, mainly in the industrial sector. 
Delinquent industrial accounts could be 
nurtured, helping to boost DBP's profita- 
bility and to generate funds for the bank. 
DBP would no longer be a fund-disburser 
for pet projects of government officials (a 
major contributor. to DBP's current pro- 
blems). It would act strictly as a develop- 
ment bank, evaluating projects on their fi- 
nancial, merits and. holding collateral as 
any normal bank, only with easier, gov- 
ernment-supported terms. 


B: three. major, problems developed 
rather rapidly, First, DBP's 2,600 
branch personnel were incensed that they 
would be shunted aside and forced to work 
under PNB, where „ “they thought they 
would be treated like poor cousins," ac-: 
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The third banking subsidiary would 
gr C- | handle medium- and small-scale industrial 
ing. Also, DBP branch ations, "accounts of less than: P5 million each. 
argued, were profitable. Here, too, commercial-banking functions 
Secondly, many of the 334, Go accousts would be required. as these industries 
which were to be transferred to PNB (all | would also have import-export potential 
under P5 million each) onlending | and, owing to their provincial character, 
funds from the World Bank to DBP. Be- | would require at least tenant Status in the 
fore the World Bank could approve sucha | retail branch network.’ 
Wholesale transfer, it would want to 
evalüate the financial condition of PNB, 
with which it has had no relationship to 
date. PNB, itself having trouble collecting | maintain its own managenient and staff, 
i due (and which traditionally has | the DBP umbrella” ‘would allow а 
Philippine ` ‘administrations | smoother allocations of resources. For 
y favo example, the industrial” bank would 
eventually become DBP'$ major profit 
generator, and these earnings could be 
tapped by the other subsidiary banks for 
W their lendings. 
thing but profitable: Both T Given the separate target beneficiaries 
hold accounts ` and the types of funds required, each bank 
currently un fii a | . | could go to the international markets 


: | themselves seeking the type of funding 
the bank's idea of a- fair trade-off. 


most appropriate for their operations — 
So, spinning off ОВР” branches is out. | with DBP providing guarantee. For exam- 
The government’s Monetary Board, 


ple, in agricultural loans, fund sourcing 
headed by Prime Miniister Cesar Virata, could better match lending terms given re- 
has accepted these coristraints, and while | latively longer periods for projects to 
it origi of DBP's | begin making profits. At the same time, 
tingent on 


| ‚ interest-rate policies could be determined 
leaving the branch п behind, и now | by the specific needs of each bank, rather 
appears ready to gi its expanded noes: — 


commercial banking ү wers with branch 
retail operations intact. Zalamea hopes 
the Monetary Board vvill approve the uni- 
banking licence before the Philippine 
Consultative Aid Conference in Paris on 
July 6. 

The Review has learned that discus- 
sions will start soon ori an idea for creating 
three separate banks ‘with the DBP acting | 
as an overall holding company. The first. of 
the.three banks would. be a wholesale in- 
dustrial bank, which would hold the vni- 
banking licence and i in which the major in- 
dustrial portfolio would be placed. À tirust 
account could be sét'up to handle ‘sick 
firms until healthy enough to shift intc; the 
bank proper. 

Ап existing DBP sübsidiary, DBP Man- 
agement Corp., “could become the best 
venue for the troubled accounts. Rec ently 
the subsidiary has been stopped from 
further marketing distressed firms brack to 
the private sector because of problems 
coordinating with DBP's acquired assets 
department (one textile firm’s assets ap- 
praised at P4.7 billion were 'allegecily sold 
for P900 million): 

Тһе second institution would be an ag- 
ricultural bank handling countrysi de loans 
and the retail branch network. Since DBP 
now handles more: agricultural loans than 
other government banks, the planned 










































he system would вену have its ad- 
vantages. Although each bank would 
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even with good deals 
















ple was the sale 
one of the 40-odd 
















P230 million 
praised value: 
P10 million w 


















count where interest: 
cover the remaining 
satisfying governi 
loss was incurred): In reali 
ence is an effective write-off, 
terest on the exposure due will be cal 
lated during the life of the trust account. 
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June 1983. This announcement appears as a matter of record only 
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BORNEO HOUSING MORTGAGE FINANCE BERHAD 





M$25,000,000 
TERM LOAN FACILITY 


Manager LLOYDS INTERNATIONAL MERCHANT BANK (S. E.A) UTD 


Funds BANQUE BRUXELLES LAMBERT S.A., SINGAPORE BRANCH 
Provided Бу BANQUE PARIBAS 
CHEMICAL BANK 
FIRST NATIONAL BANK OF BOSTON — — 
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DBP agricultural bank could | acquire the l loyds Yernation 

rural portfolios of , say, PNB in return for Inter al 

a corresponding equity stake. Thus it Merchant Bank (S.E.A.) Lt 
would remain a IDBP subsidiary on one {А member of the Lloyds Bank Group! 


hand, while unifying agricultural lending 
he othet eaten of ag- 


COMPANIES 


G. Tan meets G. Doe 


Carrian agrees to sell all its US assets but fails to 
name the buyer — a Liberian-registered company 


m veil of silence surrounding the Car- 
пап group was punctured on June 17 
by a Carrian Investments announcement 
that the company had conditionally agreed 
to sell all its assets in the United States for 
what is seen as a knock-down price. But, 
true to form, the Investments statement 
omitted to name the prospective purch- 
aser, raising fresh speculation as to whe- 
ther this marked yet another in-house deal 
inthe by now all too familiar Carrian style, 
or a disguised sale to a favoured creditor. 
The San Francisco buyer is a front com- 
pany, Darnton Ltd, registered in Liberia 
on May 12 for the sole purpose of taking 
over Carrian's US assets. Acting for the 
firm is a top West Coast law firm, 
Pillsbury, Madison & Sutro. Darnton pre- 
sident, Randall Kay, a San Francisco law- 
yer, is reported to have told the Oakland 
Tribune — Carrian's main US asset is in 
Oakland, California — that former undis- 
charged bankrupt and Carrian chairman 
George Tan “will not be a shareholder in 
Darnton." Oakland city officials have 
asked fox the names of Darnton's princi- 
als without result. Incorporation in 
iberia, a West African republic headed 
by Gen. Samuel Doe, chairman of the 
People's Liberation Council, is favoured 
by companies seeking anonymity for their 
principals. 

But, anxious to promote the city's deve- 
lopment and avoid the loss of a potential 
developer (Oakland is a run-down predo- 
minantly black city with a history of offer- 
ing low-cost or interest-free loans to de- 
velopers) it seems unlikely that the city 
authorities will force Darnton to 
drop its mask before the deal is com- 
pleted. 

The conditional sale agreement as an- 
mounced by Investments — it can be res- 
chided any time up until June 29 — in- 
voi'ves the sale of the Transpacific Centre 
offi ce building in Oakland, as well as a 
14% stake in an Oakland hotel, an 80% 
Share: in two plots of Los Angeles land, an 
8095 holding in a Texan oil-exploration 
partne ‘rship and a nearly 50% share in 800 
acres o f Florida land. This hodge podge of 
assets jolus some extras will provide In- 
vestmer. ts with US$68.3 million in cash. 

The pub licly quoted (but now suspended) 
company ' has debts of some HK$3 billion 
(US$428 , million). Total consideration for 
the propo sed deal is US$75.3 million but 
this includ, es Darnton's payoff some three 
wecks ago of a nearly US$7 million loan 
advanced b y the City of Oakland in 1980 
to a Carn an Investments subsidiary, 
Asian Holdi, ugs Inc., to pay for the build- 
ing of an und ‘erground car park. 
If the deal , goes through — the mystery 
figures behinc ! Darnton have up to and in- 
cluding June . 28 to review the “interests 


and the legal documentation applicable to 
them” — Investments will be getting out 
at a substantial toss.. According to esti- 
mates supplied to creditors earlier, Car- 
rian spent around US$78 million for the 
Transpacific Centre alone, not taking into 
account the other US assets, though one 
estate agent involved with the deal puts 
the consideration, at more than US$100 
million, Investments will therefore be tak- 
ing a loss on what represents its one virtu- 
ally unencumbered asset. The REVIEW 
understands that Tan was strongly advised 
against the Oakland venture by profes- 
sional opinion; the city is hardly an attrac- 
tive proposition to institutional investors. 
But he went ahead nonetheless apparently 
to bail out another Chinese financier, 

What will now be concerning Invest- 
ments’ many creditors is not only who has 
bought these mortgage-free assets but, 
more important, where the money will go, 
assuming the sale goes through. Most bank- 
ers involved have so far shown great pa- 
tience in dealing with a seemingly never- 
ending succession of refinancing propos- 
als prepared by fee-hungry merchant 
bankers. That these creditors continue to 
persevere, given the continuing lack of 
openness shown by Carrian, is indeed 
perhaps the biggest mystery of the whole 
affair, They will certainly be irate if the 
real purchaser proves to be one of their 
own number, making off with what 
amounts to the only free asset. 


Докен of the US sale coin- 
cides with the latest Hambro Pacific— 
prepared rescue plan for Carrian Invest- 
ments. Darnton will be obliged to com- 
plete the purchase within 14 days of the 
Hambro scheme becoming effective on 
June 29. But it also has the option to com- 
plete at a “prior time.” Secured creditors 
are being asked to write down loans to the 
current valuation of properties with prin- 
cipal repayments suspended until the be- 
ginning of 1985. An incentive is that in- 
terest will be paid on the reduced amount 
and that preference shares will be issued 
to creditors equal to half the amount writ- 
ten off. These shares will pay a 10% an- 
nual dividend. 

Creditors will have the right to veto the 
sale of a mortgaged asset if that sale covers 
the original loan amount. Still, as one 
banker pointed out, this would not pre- 
vent Carrian, for example, from selling an 
asset with a written-down mortgage to an 


TS ES Y en 
By Christopher Wood 
in Hongkong and Mark 
Blackburn in San Francisco 
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Transpacific Centre m odel: rescue plan. 


„associate company, thereby profiting 


from the bargain-basement price; a pro- 
cess that could conceivably allow it to start 
growing all over again. 

Acting for Carriain on the sale of its US 
assets is the Hongkong and Shanghai 
Banking Corp.'s merchant-banking arm, 
Wardley. A corporate finance executive 
there declined to give details of who was 
behind Darnton, sa ying this information 


‘was not for public consumption, though 


he claimed that any ппопеу raised from the 
sale would go back into Investments, 
under the terms of the latest Hambro 
rescue plan. 

The official announcement, however, 
gives the buyers the option to complete 
the deal before any agreement on the 
Hamibro scheme is concluded. After first 
claiming that this was not the case, the 
Wardley officer said that if any creditor re- 
ceive d money for unencumbered assets in 
this vay, it could find itself facing action 
for fraudulent preference in the event of 
liquid ation. He also said that the US asset 
sale provided an "incentive" for every- 
body t.» complete the debt rescheduling by 
reducing indebtedness “pro rata." In- 
trerestirigly, under a previous Wardley- 
prepared rescue plan the Hiongkong Bank 
was to loan Саггіап HIK$250 million sec- 
ured agztinst the Transpacific Centre. This 
was latei withdrawn. Asked about the si- 
lence su;rounding the rescue talks, the 
executive replied: “It’s rather fraught. 
People don't want to poke sticks into bee- 
hives.” 

A Hambro executive , Dennis Cross, 
who is working out of the Wardley office 
on Carrian having been seconded from 
London, proved less responsive. Asked 
about the latest bail-out plan, he com- 
mented: “We are keeping: our heads down 
and our mouths shut.” 
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prepared: to put Eda In- 

ts into liquidation.— the two in- 
ors appointed by the Securities 
Commission to look into both Carrian and 
Eda are now discovering that the links be- 
tween the two companies were even more 
incestuous than previously thought. One 
American bank, Continental Hlinois, has 
in fact already broken unie over Carrian 
(Review, Мау 19). Taking control of 
some :. luxury. Hongkong residences 
(though at the cost of writing off its loan) 
the bank took the view that securing con- 
trol of an asset, even at a loss, was prefera- 
. bleto wasting further time in talking shops 
of creditors" meetings.. This must be be- 
coming an increasingly attractive option 
to others despite the damage to the ba- 
lance-sheet that such action entails. 


hat continues to be absent from the 

Carrian rescheduling efforts is the 
necessary element of trust without which 
itis hard to envisage a le operation 
succeeding. In the іе, creditors 
are awaiting the result of the latest valua- 
tion of Carrian properties, now due. The 
hope seems to be that everyone can hang 
on to allow for a phased sale of assets 
into a gradually improving property mar- 
ket. 

Probably the most marketable asset is 
Carrian's 57% stake in insurance com- 
pany China Underwriters but only if it is 
allowed to be sold free of its property in- 
terests. More imponderable are minority 
stakes in Hongkong's Union Bank and in 
Australian retailer Waltons Bond. The 
REVIEW now learns that Carrian’s four 







property sites in Manila in which it has in- 


terests — one is a 50-50 joint venture with 
Eda — are again largely unmarketable. In 
fact the residential site held with Eda is 
unlikely to be developed for five years be- 
cause of the lack of demand in the local 
condominium market. Sell-offs have 
meanwhile continued at shipping sub- 
sidiary Grand Marine, now reduced to a 
rump of nine operating vessels plus eight 
awaiting delivery from an original fleet 
size of 57 at the time of the Carrian buy-in. 
Chief executive Nicholas Asimakopulos, 
brought in by Carrian for a reputedly 
large salary, will soon be on his way out, 


there being little point in his presiding | 


over this much-diminished empire. 

The latest Hambro proposal does not 
include Carrian Holdings, the parent com- 
pany, which is subject to a separate re- 
financing scheme prepared by Wardley. 
Holdings has already asked creditors to 
suspend payments on its HK$2 billion of 
debts, though without proposing a formal 
repayment schedule. 

With most of Holdings' creditors sec- 
ured against shares in suspended Invest- 
ments, Holdings' main asset, it is thought 
that à major reason why adequately sec- 
ured creditors to Investments have not al- 
ready cut-and run is because they are the 
same banks that lent to Holdings against 














Pegi halves profits 

Pegi Malaysia Bhd, the widely diver- 
sified Malaysian conglomerate, reported 
preliminary pre-tax profitsof M$1.8 mil- 
lion (US$774,000) for the year ended 
Mar. 31, a drop of more than 50% from 
the previous year. Pégi's operating re- 
venues fell 5% to M$36,3 million. Much 
of the decline in earnings was attributed 
to losses at Pegi-Multi-Purpose Hold- 
ings, the company formedi in March 1982 
for the joint acquisition of a majority 
share in Dunlop Estates Bhd. A Pegi 
statement on June 20 blámed the losses 
on interest charges on a loan required for 
the purchase of Dunlop. "The joint ven- 
ture has since sold Dunlop Estates to 
Multi-Purpose, though Pegi retains a 
26% interest in Dunlop Holdings. It has 
long been speculated that Pegi would 
like to gain control of the London-based 
holding company. 

An extraordinary gain of M$8.4 mil- 
lion brought attributable profits to 
M$7.3 million. A company official said 
the gain related to a sale of shares. 

For the parent company, pre-tax earn- 
ings dropped 3%, to M$3.2 million, on a 
43% rise in revenues to M$7.4 million. A 
dividend of 5% has been recommended. 
— PATRICK SMITH 


Bad debts hurt IBS 


The International Bank of Singapore 
(IBS) has reported an 89% drop in net 
profit from S$6 million (US$2.9 million) 
in 1981 to S$666,281 in 1982. IBS chair- 
man J. Y. M. Pillay said in his annual re- 
port that worldwide recession and provi- 
sion for bad loans had cut sharply into 
the 1982 profits. He also indicated that 
provisions will have to be made for possi- 
ble future losses on some sovereign-risk 
assets. 

In 1982, deposits of customers rose by 
93% to $$134:1 million from S$69.4 mil- 
lion in 1981; deposits and balances of 
bankers and agents were up by 50% to 
$$540.8 million from S$359.9 million, 
and loans and advances inched up to 
S$364.7 million from $$340.3 million. 
IBS was jointly owned by the four largest 
| Singapore-incorporated banks until 
May, when it was acquired as a wholly 
ownedsubsidiary by the Overseas Union 
Bank, one of the original partners. IBS 
has forecast another difficult year in 
1983. — V. G. KULKARNI 


ICI Australia down 


A combination of the recession and the 
lengthy drought sent the net profit of 
major chemical group ICI Australia Ltd 
crashing to A$1.06 million 
(US$938 уны, for the six months to Mar. 
31. This sents a sharp fall of 93% 
over the A 16. 99 million in the compar- 
able period of the previous year. Sales 
revenue slipped 2.4% to A$621.7 mil- 































: other two are Regal Hotels and Palibu 


lion, conn from A$637.2 million previ- ` 













which, total- | 
п volve digging 

into corporate reserves. 
nd the poor results was a 





wiped out by ex losses which . 
totalled A$1.99 mil e deprecia-. 
tion provision was raised to A$29 mill 
(A$27 million previously) e the tay 
bill was A$3.7'm lio 



















of Exxon Corp., b 
the year to Dec. 
A$37.1 milli 
pared with A$32. 
ously. The higher B 
















(previously AS73L mi 
increase was due mainly 









raised to A$7. 4 million п PAST, 03 mi 
lion). A dividend of A$32.5 millio 
(A$29 million) has been declared out < 
the 1982 profit. — A CORRESPONDE? 


Great Eagle's dive 


Great Eagle, the Hongkong-based prop 
erty developer, reported a net profit o 
HK$16.1 million (US$2.3 million) fo 
the six months to Mar. 31, despite losse 
— mainly extraordjnary — at its tw 
quoted subsidiaries. However, the: 
group result was down 15% from th 
comparable period a year earlier. Alb 
three companies in the group — the 

























Investments —- passed their interim 
vidends. In the comparable term Grea 
Eagle paid an interim of 3.5 HK cen 
share. — A CORRE SPONDEN 


. » 
Hardie slips 
Australian building-products . grou| 
James Hardie Industries Ltd reported. 
21% profit fall to A$32.2 million ( 
million) for the year to Mar. 31, 
A$41 million earned in the pre 
year. Revenue rose 6% to AS1.01 4 
(previously A$956 million). The group 
profits deteriorated in the second h 
dropping 39% to A$14 million from 
A$23 million previously. 

The net interest bill rose to A$31.4 
million, up from A$27.9 million. Provi- 
sion for depreciation rose to A$26.6 mil- 
lion, from A$24 million previously. The 
tax bill dropped to A$21 million and 
minorities to A$4.5 million. A steady: 
final dividend of 11 A cents a share has 
been recommended, giving an ui 
changed annual payout of 22 ce 
share. — BRIAN В 



































































ent torpor as',the „Иййр=5епр Index added 81.27 
pints to close the periad,at 967.79, up 9.2%. Aver- 
ge daily turnover was HK$183 million (US$25.4 
Шоп), twice:the: rof recent weeks. Prompting 
e sudden spurt of buying was a strengthening of the 
ngkong dollar, and overseas buying combined 
ith interest from local punters looking for a quick 
trading profit. Brokers also noted a recent lull in poli- 

cal anxiety but added that it was impossible to know 
when the next bout of nerves might surface on the 
vexed issue of the territory's future. 


SINGAPORE: The market bounced back and 


'ached a high for the year so far on the back of Wall 
reet's bullish run and some healthy local develop- 
ments. Fraser's Industrial Index rose 95.34 points or 
1.7% to close at 5,643.49.0n June 20. An announce- 
ment on June 17 that Keppel Shipyard was bidding 
for Straits Steamship resulted in a significant boost 
both shares. Trading was brisk, averaging 17 mil- 
п shares a day for a total turnover of nearly 85 mil- 
ion units in the five-day period. The best performer 
as Johan Holdings which rose $$1.30 (61 US cents) 
close at 857,20 
me the bu 






























arket continued опе firm footing. Fraser's Indus- 
ial Index, after swinging up and down, closed at 
41 points, up just 0. I8 of a.point from the previ- 
period’s end. Total turnover came to 59.1 million 
ires, or a daily average of 11.8 million. Volume 
ader for the second consecutive period was General 
tp. Some speculative property counters showed 
or upward surges. Among the other gainers were 
усе and Carriage, Tan Chong, Lion Corp., Lien 
Hoe Industries, Johan Holdings, Straits Steamship 
and Keppel Shipyard. | 















АРЕ: As the weighted index soared 36 points to 
ose at 707.36 the market broke out ofa: 50-day 
mp. The surge was marked by increased trading 
ivity, especially after the Dragon Boat Festival on’ 
June 15. Average volume rose by a third to NT$1.38 
billion (US$34.5 million), Cement, construction and 
| paper issues showed the biggest gains; Analysts 

feared that the rising US dollar and rising interest 
_. fates in the United States might cut the rally short. 


AUSTRALIA: Rising ‘interest rates and the ap- 


proaching end of the | year kept share prices 
under pressure, with the Australian All-Ordinaries 
Index slipping 5.7 points 0:593 .3 by the close on June 
20. Despite the strength of the Dow Jones Index, the. 
lack of any strong buying support was expected to see 
prices drift lower over the coming period. With the 
: fiscal year ending on June 30, few institutions or large 
local investors are putting more money into the mar- 
ket. Traditionally th “out. of the market until 
early July. Trading le : 
placements and share issu 


< 70 
























Still waiting for the cue 

‘DESPITE general hesitancy. among investors, most Asian markets ended the period to June 
0 on a firm note, with a little help from Wall Street. Caution persisted mainly on fears of 
higher United States interest rates though Hongkong surged ahead. Among other gainers, 
ingapore bounced back from a recent Weg С |a year's high; Taipei came out of a 
0-day slump to record a 36-point index rise, and Pokyo cashed in on overseas interest. In 
ustralia, prices were.under pressure in the wake of 


HONGKONG: The market shrugged aside its ré 





BANGKOK: Prices edged up in sluggish trading. 
^ ading 


‘helped prices maintain some firmness. Very few ex- 








| (US$680,000). The Book Club Index gained 0.58 0fa |... 
| point to close at 123.7 75 E UE 


















sing local interest rates. 





helped take some pressure off share prices, but with 
Big St rof higher domestic interest rates pressure 
































on prices is expected to continue. 
BLEU June 20 

NEW ZEALAND: Prices responded strongly to an | Changeon week - 0:959 
announcement that the Kiwi Savings Stock issue was sm June20 echange |. 
about to end, sending (ће NZUC Index to new peaks |, °° So, oe 
and closing at 830.26 points, Sentiment continued to | smpoitxporaton 207 05 
get a boost from rumours of higher flow rates from ome му ui dH 
Petrocorp's onshore drilling. Oil stocks remained ex- || sustraian cons ка 139 0134 
tremely active and NZ Oil and Gas again recorded | AvstratanGuaraniee 2.08 723 Ж 
impressive gains after being granted another plum Pind n He Ed m 
onshore licence — the area abuts the Kapunigasfield | eame 251 +08. 2/4 
on three sides. The market so far has not shown any | 52те Se ина 
hesitation over the approaching budget though this | воепнаѕол - moi 
will be a factor very soon. po adii di шу P 
Carton hitad Brewery 251 +08 si 
TOKYO: Foreign buying had a strong psychological - aa Bore tye, ce 
role in boosting the market in a rally that has lasted | csr зм ав а 
nearly three weeks. Sentiment changed to favour idt entia bx 0043 4 
major issues, especially electronics such as Sony, | гасном du. bol 
Matsushita and Hitachi. Chemicals attracted in- | Hades - 33 14 € 
terest. The course of the yen and Wall Street was still | нез Weeki Times Mul Corse 
not firm enough to give investors confidence. There Lend Lense Corp. 423^. 7-05 4 
was some profit-taking during the period, though | YE _ Тес оо 
volume remained generally moderate. The chain | мотвжена и заа 2 
store 7-Eleven broke the # 10,000 (US$41.50) mark | fokowoisona | L3 таз 
and remained a favourite of speculators. The Nikkei- | sess. - | э аз 
Dow Jones Average closed at 8,711.73, up more than | Swen ike. “Go uic 
110 points on the period. < i Western Mining 421 -50. 0 
: Westpac: 9i 


SEOUL: The market failed to snap out of a month- | % 
long stagnation as volume remained unusually low || - 
and prices moved little. Rumours that the govern- |. 
ment would urge more companies to seek financing 
on the stockmarket sparked a strong rally on June 14. 
But the rümours faded the next day and the compo- 
site price index slipped again, closing at 123.60, up · 
1.62 points from the previous period. Daily volume . 
averaged 6.1 million shares, the third-slowest week 
for the year. Six cement. manufacturers —. Tong.’ 
Yang, Ssangyong, Hyundai, Hanil, Asia and Sung | 
Shin — turned in good performances. 
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MANILA: Initial interest on oils, fuelled by the re- 
sumption of exploration activity here, was not sus- 
tained owing to drilling frustrations. Nonetheless, 
180.1 million oil shares worth P3.4 million 
(US$342,800) changed hands, representing more 
than half the total volume of 295.8 million shares, 
though less than a sixth of the total value of Р22.3 
million. Prices moved sideways. 
















Sporadic buying and absence of selling pressure 






ternal factors were noted..Heavy liquidation at the 
Bangkok Bank on June 14 brought some hesitancy to 
the market which continued for the next four ses- 
sions, turned around бу а late rally at the cement |. 
board. Average daily turnover was Baht 15.6 million’ 











HEL 


EFE 


E 


4 A Yau Ferry 
кетей i 


gÈ 


2.8259 PORE 
475 +18 
3.05 +196 
170 “23 
6.00 +188 
140 
575 
13.50 


tar: tenses anita tetanic aes eG tn мунары кил OCH 








PHILIPPINES fam 





ESOU H KOREA 

' ` ` Composite Index 
+12 June 14 125.80 
» June 15 : 12433 


E dune 16. 123.02 
123.73 


ME, 


June i7 سس‎ 
June 18 
June 20 















The China 
Official Annual 
Report 1982/83 


li the information ~~” 
п China yotll'eVer ^ 
eed! ists 8 

ow only US$ 




































doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance; culture, : 
ucation, politics, science and technology and countless 
other subjects. 
What is it? hide 
The result of thousands of man hours the COAR 1982/ 
83 was written and edited by the New China News 
Company, a group of dedicated professionals who know. 
China intimately. The result is a book of unmatched 
readth and depth. Í 

o needs it? e - -. 7 
-ompletely indexed, the COAR 1982/83, like the Law 
\nnual, places thousands of:facts and bits of information 
t your immediate disposal. And like its companion 
ublication the COAR is essential to businessmen, 

ciers, students, professors and virtually anyone with 
eed to know or a keen interest in China of today. _ 
iberal use of charts, maps, tables and colour photos 

kes the COAR enjoyable as well as informative 
diag. e { 
w to get it 
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enclose US$60.00 per copy. | 
For surface mail delivery. 
. add US$7.00, for airmail | 
-. delivery add US$17.50. 





Send to: Name: ү 
Address 














The 939-page China Official Annual Report is without * = 


r irculation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


enclose US$85.00 per copy. 
For surface mail delivery 
add US$7.00, for airmail 
delivery add US$17.50. 
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A road map through 
the labyrinth of 
China’s legal system. 
Now only US$85.00 










The continued redirection of China's priorities towards 
foreign trade and its broadening contacts with other 
countries and regions has necessitated many revisions 





. and adaptations in its laws. The.Law Annual Report 


now puts these changes into perspective in a single handy 
up-to-date volume. be 
What is it? $ 


` The Law Annual Report is the most uf -to-date, * 


complete work of its kind. With its easy, readable format 
and clear indexing this 536-page volume:literally places 


China's legal system at your fingertips, 

Who needs it? «| ^ — “| z 
If you are a lawyer, a business eXecütive, financier. 
industrialist, or anyone currently doing or planning to do 





_ business with China then the Law Annual Report is a 


must for you. A small investment in this book today 


could save you money, time and wasted energy in the 


future; =° xus] 
Professors or students of China will find the Law Annual 
Report an endless source of information essential to the 
true understanding of the legal system of this enigmatic 
giant. | dw O3 

How to get it n | 
Simply complete the coupon below:today and send 
together with your payment in the anióunt of US$85.00 
(or equivalent in your local cur. ncy) per copy to the 
indicated address. i CS А6 | 


р and mail this coupon today! Send to: 


—— —— meee „ы. 2 ы. M 


| A) L] Please send ........ copy(s) of 1 В) Г] Please send Pie copy(s) of Buv bo d c a | 
ү The China Official Annual - г The Law Annual Report of Bay beth oe TOM | 
Report 1982/3 for which I. China 1982/3 for which I C) Û Please send ........ set(s) of both t 





The China Official Annual | 
Report and Law Annual Report 
of China 1982/83 for which I | 
enclose US$1 30.00 per set. 

For surface mail delivery 
add US$14.00, for airmail 
delivery add US$35.00.: 
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1: was homecoming week, and at 
Lincoln High, a sprawling suburban 
school in California’s San Joaquin Val- 
ley, the walls were garnished with bright- 
coloured posters cheering on the basket- 
ball team. 

Ming-Tham d'Angeli, a counsellor at 
Lincoln, also had some student artwork 
on her office wall. One painting, all blue- 
black swirls, looked like an adolescent 
attempt at Vincent van Gogh's Starry 
Night. But this version included some 
chilling figures. As explained by its 13- 
year-old creator, the people on the left 
were working in the fields of Cambodia; 
those on the right were being led away to 
be shot. 

It would be hàrd to imagine two more 
diametrically different backgrounds 
than those of a Cambodian refugee and a 
California teenager. But during the past 
five years, as scores of refugees from 
Vietnam, Laos and Cambodia have 
poured into California, the children of 
these vastly diverse cul- 
tures have found them- 
selves seated side by side 
in public schools like Lin- 
coln, studying art, algebra 
and American history. 

At many schools the at- 
mosphere is one of strain- 
ed tolerance. At Lincoln, 
refugees and American 
students come together 
for classes and little else. 
During breaks, small 
groups of Southeast 
Asians cluster together, 
talking rapidly in their na- 
tive language. e Even 
among refugees, Lao 
stick with Lao and Viet- 
namese with Vietnamese. 

The Americans, in turn, 


classmates with indiffer- 
ence and only mild curiosity. A few have 
actively cultivated friendships with re- 
fugees. Far more look upon the new stu- 
dents, with their special needs and 
strange customs, as a drain on the quality 
of student life. Most refugees speak only 
a little English, which many Americans 
feel has hampered progress in certain 
classes. 

Vast cultural and economic, differ- 
ences have deepened the schism. On oc- 
casion, though not often, violence has 
erupted. In a student survey taken last 
spring, only 7% of those questioned 
thought the new students fitted in and 
had gained acceptance. 

Such troubles at Lincoln and other 
Californian schools are just another un- 
happy legacy of an unfortunate war. In 
many ways, they are also unique to this 
state. Since 1975, California has shel- 
tered an estimated 150,000 refugees 
from Vietnam, Laos and Cambodia — 
far more than any other state. Many here 


believe the tensions result from secon- 
dary migrations, the arrival of too many 
refugees too fast who were originally set- 
tled elsewhere in the United States. 

Indeed, refugee leaders have publicly 
asked that refugees refrain from cóming 
to California, and particularly to areas 
already heavily populated with new arri- 
vals. With its balmy climate, flourishing 
Asian communities and generous wel- 
fare benefits, California has been a re- 
fugee harbour for the past four or five 
years. In San Joaquin County alone — a 
farming community of approximately 
400,000 — the Southeast Asian refugee 
population now tops 12,000. 

As a result, housing facilities are 
crowded, social service agencies strained 
and classrooms overflowing in such 
areas as San Diego, San Jose and San 
Joaquin Valley. Locals are particularly 
concerned about the large numbers of 
unskilled workers. San Joaquin County 
already has an unemployment rate well 


seem to view their new | Southeast Asian students at Lincoln High: measuring up to change: 


above the national average, and many 
worry that a large portion of the new re- 
sidents will never be able to find jobs. 

"We're a high-tech society, but many 
of these people don't realise that," says 
one Stockton social worker. Adds Mrs 
D'Angeli: *The parents I see — I don't 
know what's going to happen to them. 
They come from little fishing villages or 
the farms of Hmong. They're like dis- 
placed persons." One local charitable 
organisation that has settled some 3,000 
refugees here found jobs for just 193 last 
year. 


A’ of this has put special pressure on | 


the state’s schools, where it is hoped 
younger generations will receive the 
education to become active community 
members. However, many educators are 
optimistic. “These students are bright, 
interested and motivated,” says Louella 
Womble, who heads a federally funded 
education programme here. 


Yet educators 
often appear over- 
whelmed when de- 
scribing the pro- 
blems they face with the rapid arrival of 
so many refugee students. Language has 
proved the most difficult hurdle for 
schools like Lincoln which are predo- 
minantly white, middle class and nearly 
100% English-speaking. Indeed, the 
non-English-speaking population of one 
San Joaquin County school district 
jumped from 20 to 850 in three years. In 
addition, the refugee students have very 
different educational backgrounds. 
While many Vietnamese received excel- 
lent schooling, children from war-torn 
areas of Cambodia often have had little 
formal education. Perhaps worst off are 
those who hail from the Hmong moun- 
tains of Laos — many have never before 
set foot in a classroom. 

Lincoln hastily organised special re- 
medial language classes, hired addi- 
tional instructors and aids 
— many trained on the job 
— and fashioned pro- 
grammes to allow students 
a compatible mix of lan- 
guage and general study. 
All day several instructors 
teach English as a second 
language. Today Lincoln's 
programme, scrappy as it 
is, is considered a model 
for other schools faced 
with the same situation. 

Academic harmony has 
also been hampered by the 
social and cultural mix, 
though some here think 
these differences can be 
turned to advantages for 
both sides. Already many 
refugee students, espe- 
cially the younger ones, 
are beginning to look and 
act American. Yet most have also en- 
dured traumas American kids can barely 
fathom. Almost all spent at least four 
years in Thai refugee camps, or worse. 
One Cambodian teenager at Lincoln es- 
caped by walking to the Thai border 
carrying his four-year-old brother all the 
way. "I hear stories from these kids that 
are like nothing Гуе known since I 
taught Greek tragedy," says Tom Mac- 
Kenzie, a counsellor. 

But many of the refugee students also 
seem happy in the US, a claim few of 
their parents are likely to make. Most 
say they are determined to stay and seem 
obsessed with learning English. Fifteen- 
year-old Keonarasak Seng Chahn says 
she would like to visit her native Laos 
sometime but shows little enthusiasm 
for her homeland. After nearly two 
years in California, she lists McDonald's 
hamburgers and the TV show Gunsmoke 
as two of the country's finest attributes. 

— TERRY THUCCO 
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At the Air France Express Terminal ала the improved time-table planning has Terminal the ideal gateway to the world 
Paris, everything is designed for you reduced the overall transit time to only 45 and the regional capitals of France. 
3 enjoy an express transit The distance minutes, one of the very fastest in Europe. Times are changing for changing pens 
»tween your arrival flight and your Less distance to walk and less time lost So for efficient transits, travel with the 
;nnecting flight is kept to a minimum, between planes makes the Paris Express French via Paris. 
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To make the right connections, | 
look to the investment banking service 
with connections all over the world. 





Today you need connections to get ahead. And Bank of America’s investment 
banking group can help you make them. Our global network and multi-currency 
finance experience give us ready access to world financial markets. plus a worldwide 
presence few banks can match. 

As advisors, our expertise can guide you through complex project financings, 
mergers, acquisitions, and divestitures. As financial specialists, we syndicate loans; 
structure, manage and distribute Eurobond issues; arrange private placements; and 
Offer an extensive leasing operation. We’ re active traders in the world money markets. 
And we can combine investment and commercial banking instruments to create 
unique funding packages. 

Whether you need capital or just capital ideas, look to Bank of America. Call your 
Account Officer or our investment banking office in New York (212) 907-7746, 
san Francisco (415) 622-1698, London (01) 236-5266, Hong Kong 5-2676666, or 
Tokyo (81) (3) 214-6942. Make us the first connection to your future connections 
all over the world. 


Look to the Leader." 
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When the success of your business 
depends on making the right connections, 
look to the investment banking service 
with connections all over the world. 





D Bank of America NT&SA 1982 








Bank ot AmecricaNT&SA Member 


In today’s volatile business environment, you need connections to 
getahead, And Bank of America’s Investment Banking Group can help 
you make them. 

Our vast global network and global expertise, plus our multi- 
currency finance experience, give us a worldwide presence few banks 
can match. And give us ready access to world financial markets, both 
public and private. 

The connections we've built over the years, and all over the 
world, can be an important advantage for you. 

As advisors, we have the expertise to guide you knowledgeably 
through complex project financings. We also advise corporations on 
mergers, acquisitions, or divestitures. As financial specialists, we can 
arrange syndicated loans of all types. We structure, manage and distri- 
bute Eurobond issues. We're a leader in private placements. We have 
an extensive, experienced leasing operation. And we can tap the full 5 
resources of Bank of America to create unique funding packages com- 
bining investment banking and commercial banking instruments. 

Whether you need capital or just capital ideas, it pays to have the 
right connections. To find out how to make them, call your Bank of 
America Account Officer, or our investment banking specialists in 
New York, (212) 907-7746, or San Francisco, (415) 622-1698. It's the 
first connection to your future connections, all over the world. 


Look to the Leader." 
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